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Introductions
a. Joined Sloan faculty in January 1983

Operations Management Group & ESD
PhD, Stanford Business School

b. Experience in Auto, Aero, Elect, Telec, 
ConsPdts

c. Research in 
i. Economics of Quality Improvement
ii. Economics of Flexible Manufacturing
iii. Supply Chain Design
iv. Value Chain Dynamics & Roadmapping
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“Housekeeping” for 
Service Operations

1. Grading
1. Class participation: Individual 35%

2. Final project: Group 25%

3. Case submissions (3): Individual  40%  (10+15+15)

2.  Please use name cards.
3. Professional Standards

Academic Integrity--“Do your own work”
Behavioral Integrity -- “Do unto others . . . ”
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Academic Integrity & Professional Standards

1. Understand the definition of Plagiarism.  Be careful.

2. Leave laptops, cell phones, PDA,s etc. off.

3. For group work in this class:  Please use Type 3 

collaboration: “Each team member must contribute 

substantially to the deliverable and understand the whole 

as well as the parts. (I.e., limits to „divide and conquer‟ 

strategy.  The team may not collaborate with other 
students outside of the team.”

see also:

http://web.mit.edu/academicintegrity/
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Class 1 Introduction; Concepts in Service Operations

Case:  Benihana

Reading:  Frances Frei, “Breaking the Trade-off between Efficiency and Service,” HBR

Class 2 Process Design - Order Fulfillment

Case: Pharmacy Service Improvement at CVS (A)  9-606-015

Readings:  “The Process Enterprise:  An Executive Perspective,” M. Hammer

“Who has the next big idea?” Daniel Pink, Fast Company, 2001.

Class 3 The Role of the Employee

Cases:  Ritz-Carlton

Reading:  “My Week as a Room-Service Waiter at the Ritz,” HBR, June 2002, 

Other students‟ letters on class website

Class 4 The Role of the Customer

Cases:  Zipcar

Reading: The Four Things a Service Business must get right,” F. Frei, HBR

Class 5 Refining Retailing Business Models

Cases: McDonald‟s  9-603-041  

Starbucks      9-504-016
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Class 6 Clockspeed & Disruptions

Reading: Fine, C.H. Clockspeed: Winning Industry Control in the Age of

Temporary Advantage, Perseus Books, 1998., Chapters 1-4.

Class 7 Disruptive Service Models

Case:  Southwest Airlines

Skim: “Intelligent Design,” by Piepenbrock & Fine

Class 8 Process Design – Health Care Systems

Reading:   “Fixing Health care from the Inside, Today,” S. Spear, HBR.

Case :  Shouldice Hospital 9-805-002

Class 9 Frameworks for Service Operations, I

Guest Lecture:  Professor Gabriel Bitran

Bitran & Lojo "A Framework for Analyzing Service Operations”

Class 10 Frameworks for Service Operations, II

Guest Lecture:  Professor Gabriel Bitran

Class 11 Retailing & Logistics Capabilities I

Reading: The Triple-A Supply Chain, Hau Lee, HBR, October 2004.

Case:  Seven-Eleven Japan

Class 12 Retailing & Logistics Capabilities II

Cases: Wal*mart Stores, Inc.  (9-794-024)
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Class 13 Employee Involvement &Data Mining

Case:  IBM Retail Business Assessment at Dillard’s   HBS case #9-610-051

Class 14 The last ten yards of supply chain delivery 

Case:  Mercadona   9-610-089

Class 15 Consumer Insurance

Case:  Progressive Insurance

Reading: “Diamonds in the Data Mine,” by Gary Loveman, HBR, May 2003.

Class 16 Internet as Disruptive vs Sustaining

Case 1: Citibank’s e-Business Strategy for Global Corporate Banking 
(2008)  
Case 2:  The Charles Schwab Corporation in 2007:  

Fixing and Redefining the Core Business 

Class 17 B2B Supply Chain Platforms

Readings:   “Fast, Global, & Entrepreneurial:  

Supply Chain Management, Hong Kong Style,” HBR, Sep-Oct 1998.
“Strategies for Two-sided Markets,” Eisenmann, et al, HBR, Oct06,

 #R0610F.

Alibaba Group (HBS:  9-710-436)

Class 18 IT Outsourcing & Consulting

Case:  Infosys Consulting in 2006:  Leading the Next Generation 
of Business and Information Technology Consulting www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in
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Class 19 Web Services, Cloud Computing & Digital Media

Case:  Amazon Web Services
Reading:  “The End of IT Outsourcing As We Know It,” by Stephanie Overby, CIO 
Magazine.

Class 20 Disruptions & Servicization in the Auto Industry

Reading:  Chapters 1,2,3 of The Machine that changed the World, by Jones, Womack, & Roos.

Plus, Better Place:  Watch the short video (5 min): 
http://www.youtube.com/watch?v=mXfqGL3C2uI&NR=1&feature=fvwp

and the Longer video (20 min):
http://www.youtube.com/watch?v=FcoJt2KLC9k&feature=related

Class 21 Disruptive Service Models -- Again

Case: House-Building Disrupted:  Supply Chain Re-Engineering during an Epic Disaster

Background Readings (skim only):  The following on the Stellar website:

“The Next Slum,” The Atlantic, 2008.

“Mortgage Mess Hits Home For Nation's Small Builders,” WSJ, March 21, 2008.

Class 22 Supply Chain Systems:  Social Responsibility

Cases: IKEA‟s Global Sourcing Challenge:  Indian Rugs and Child Labor (A) & (B)

Class 23 Organization Change; Government Services

Cases: Internal Revenue Service

Class 24 Student Project Presentations
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1.What if a manufacturer had customers 
walking around on the shop floor? 

2. Classic Operations Management emphasizes 
elimination of variability, but service 
operations need to accommodate customer 
variability.

3. In service ops, customers are key inputs and 
sometimes processors in the system. 

What must be different in service operations?

Breaking the Trade-Off 
Between Service and Efficiency

Frances Frei, HBR, Nov 2006
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1. Arrival variability:  I want it NOW! 

2. Request variability:  I want it MY WAY! 

3. Capability variability:  Serve me as I am.

4. Effort variability:  Serve me, not self serve. 

5. Subjective preference variability:
Understand my idiosyncrasies.

Breaking the Trade-Off Between Service and Efficiency
Frances Frei, HBR, Nov 2006

Five Types of Variability

www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in

10
www.onlineeducation.bharatsevaksamaj.net        www.bssskillmission.in

WWW.BSSVE.IN



11

1920’s:  Ford & Taylor

Moving Production line and standardized work
1930’s:  Shewhart

Statistical Control of Quality
1960’s:  Ohno

Lean Production System
1980’s:  Goldratt & Kaplan

Measurement & Theory of Constraints
1990’s:  Hammer & Dell

Reengineering/Process Focus & “Direct Model”

A thumbnail sketch of the 20th century’s 
big ideas in operations management
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Improvement Dynamics can be 
continuous or disruptive

Pe
rf

or
m

an
ce

Time

Ferment

Takeoff

Maturity

Disruption
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FOUR STAGES OF THE STRATEGIC 
ROLE OF OPERATIONS IN A COMPANY

(WHEELWRIGHT/HAYES, HBR, JAN '85)
1. INTERNALLY NEUTRAL

Minimize the “negative effect” of manufacturing

2. EXTERNALLY NEUTRAL
Achieve Parity with Competitors

3. INTERNALLY SUPPORTIVE
Provide Support to the Business Strategy

4. EXTERNALLY SUPPORTIVE
Manufacturing contributes 

significantly to competitive advantage

Note:  Inside-out vs. Outside-in of Clockspeed

approach
www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in
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Professor Charles Fine

Massachusetts Institute of Technology

Sloan School of Management

Cambridge, Massachusetts   02142

http://cfp.mit.edu

Process Design 
& Engineering*

Adapted from Michael Hammer*
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Hammer’s Process Concept
PROCESS: an organized group of 
related tasks that work together to 
create a result of value

•Some common processes

- order fulfillment

- procurement

- product development

- quality management

cross-functional, outcome-focused

PROCESS

CUSTOMERSRESULTS

end-to-end work

Adapted from M. Hammer
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Order Fulfillment:
Mapping the Process & Owners

Sales
Dept.

Finance
Dept.

Materials
Dept.

Production
Control

Manufac-
turing

Warehouse Logistics Finance
Dept.

Accounts
Receivable

Order

Entry

Credit

Check

Inventory

Allocation

Production

Scheduling
Assembly

Pick &

Pack

Transport.

Planning

Logistics

Shipping Billing Collections

Optimize production schedules vs. Deliver solutions on timewww.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in
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Process Orientation 

Process:  An organized set of related tasks that 
come together to create a result of value
(e.g., order fulfillment process, product development process)

Value-Added Work:
Necessary tasks the customer will pay for
(e.g., assemble the product, design improved performance, reduce cost)

Non-Value-Added Work:
Necessary tasks the customer will NOT pay for
(e.g., update inventory records, install MRP, balance the books)

Waste:
Unnecessary tasks the customer will NOT pay for
(e.g., rework improper assemblies, resolve manufacturing-sales disputes)

Adapted from M. Hammer
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Principles of High Performance Process 

Design

•A process should be performed by as few people 

as possible to minimize handoffs

•Strive for simplicity

non-value-adding work <==> complexity

•Structure in terms of alternatives rather than 

exceptions triage keeps the basic flows clean

Adapted from M. Hammer
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The Facets of the Process Enterprise

•Essentials
•A Model of the Enterprise in Process terms

•Process Owners

•Designs

•Measurement

•Teams

•Leadership

•Enablers
•Process literacy

•Integration

•Coaching

•Culture

•Information Technology

•Facilities

•Human Resource Systems

•Management Systems Adapted from M. Hammer
www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in

20
www.onlineeducation.bharatsevaksamaj.net        www.bssskillmission.in

WWW.BSSVE.IN



7

Cisco’s Processes

Research to 

concept

Concept to commit

Design to 

prototype

Validate to 

ramp up

Monitor to improve

Improve to EOL

Research to 

market 

identification

Market 

identification

to plan

Campaign to lead

Lead to order

Account strategy 

to relationship

Forecast to 

demand

Demand to Plan

Manage to Buy

Plan to Build

Ship to Receive

Commit to deliver 

service

Quote to order 

entry

Order validation to 

commitment

Delivery to revenue 

recognition

Invoice to cash

Contract  to 

renewal

Issue detection 

to problem 

identification

Develop 

solution to 

resolution

Return to 

replace

Closed loop 

feedback

Resource management
Financial mgmt

Fixed assets mgmt

Hire to develop/develop to retire

Vendor/Partner mgmt

Other

Business management 
Strategy and planning / Acquisitions

Brand / Identity mgmt

Knowledge mgmt/Intellectual Capital

Customer feedback

Metrics Review

Other

Idea to

Offering 

(Pdt Dev)

Market to

Order 

(Sales)

Quote to

Cash (Order 

Fulfillment)

Forecast to

Delivery 

(Mfg Ops)

Issue to

Resolution 

(Qual Imp)

SUPPORT THE BUSINESS
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Recognizing a Process 

Enterprise
• Teams are the norm

as opposed to an occasional exception 

• Workers are professionals with broad roles, 

responsibility, and decision-making authority

• Measurement is taken seriously 

on an end-to-end basis 

• Supervisors act as coaches

developing people but not managing their work

• Structure revolves around processes w/ process owners

•   Teams are supported by the

-infrastructure:  facilities & systems, and

-culture: customer orientation, sharing, 

accountability, discipline Adapted from M. Hammerwww.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in

22
www.onlineeducation.bharatsevaksamaj.net        www.bssskillmission.in

WWW.BSSVE.IN



9

• Maintain the customer's perspective 
(create process metrics to support customer view)

• Seek out process leverage points

(what would make a very big difference --pro or con?)

• Increase the value added 

(reengineer the product as well as the process)

• "Is it worth it?” 

(sensitivity to tradeoff)

• Always ask "why?” 

(what's the real purpose? --goal vs. mechanism)

• Keep things simple

(“complexity is the work of the devil”)

Process Design Mindset

Adapted from 

M. Hammer
www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in
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Reengineering Principles
1. Organize around outcomes, not tasks

2. Have those who use the output of a process 
perform the process

3. Subsume information-processing work into 
the real work that produces the information

4. Treat geographically dispersed resources 
as though they were centralized

5. Link parallel activities instead of integrating 
their results

6. Put the decision point where the work is 
performed, and build control into the 
process

7. Capture information once and at the source
Ref:  M. Hammer
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Top Ten “Mistakes” in Reengineering (recast as 

“do’s”)

1. Understand the reengineering concept(s).

2. Identify your processes.

3. Understand existing processes.  Don’t over analyze 
them.

4. “Serious” and committed leadership is critical.

5. Encourage aggressively creative ideas.

6. Use prototypes and experiments to test ideas.

7. Be fast.  Be focused.

8. Everything should be on the table.

9. Implementation should be fast, improvisational, 
iterative.

10. Tend to the needs of your people.

Hammer & Stanton, The Reengineering Revolution, Chapter 2, 1995www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in
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Worker Professional

Department Resource pool

Supervise Support

Productivity Results

Compensation Earnings

Manager Owner/coach

Executive Leader

Organization chart

From To

Process model

Job Career

Task Process

The 

Process 

Transition

Operating committee Process council
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1 

Value Chain Dynamics: 

Business and Supply Chain


Strategy

in a Fast-Clockspeed World


Excerpts from: 
Clockspeed 

Professor Charles Fine

Massachusetts Institute of Technology


Sloan School of Management

Cambridge, Massachusetts 02142


September 2010 

http://web.mit.edu/ctpid/www/people/Fine.html
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Supply Chains and Value Chains

Supply Chain

Management

Order fulfillment 
Reaction & Anticipation 
-Inventory 
-Quality, cost & service 
-Flexibility 
-Response times 
-Logistics 
-Distribution 
-Procurement 
-Forecasting 
-Transportation
´7KH�3K\VLFV�RI�)ORZµ


Value Chain 
Design
System Design
Static 

-Core competences 
-Make/Buy 
-Relationship Design 
-Strategic Intent

Dynamic 
-Fast Clockspeed 
-External Forces 
-Disintegration 
-Dependence 
-Capability development 
-Disintermediation 

´7KH�%LRORJ\�RI�(YROXWLRQµ
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3 Operations Strategy &

Business Model Alignment


Product 
Operations BusinessProcess 

Strategy StrategySupply Chain/
Value Chain 
Marketing Strategy 
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4 Operations Strategy & 

Business Model Alignment


Benihana Ritz Zipcar StarbcksMcD 

Product	 Attrractive Food Luxury Convenience Premium Fast 
Entertainment Personalized Social Network Environemntal Predictable 
Value Value Third Place Value 

Invest in Process Ass'y Line Std proc e-centric people heavily std 
Chef pdtn control Selection customer dep't some proc stds foolproof 
labor/cap efficient Training 

Ladies & Gents 

Supply/Va 
l Chain Japanese mat'ls investors Cars environmental partners 

Japanese labor labor IT fair trade innov source 
Basic ingredients 

Marketing Exotic and Safe Luxury	 Convenience Premium Fast 
Fun Personalized	 Social Network Environemntal Predictable 

Value Third Place Value 
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³*HDU�0RGHO´�WR�VXSSRUW�5RDGPDSSLQJ�RI

Value Chain Dynamics (VCD)


Business 
Cycle 

Dynamics 

Regulatory 
Policy 

Dynamics 

Corporate 
Strategy 

Dynamics 
Industry 
Structure 
Dynamics

Customer 
Preference 
Dynamics 

Capital 
Market 

Dynamics 
Gears differ by size/speed 
Each has an engine & clutch 

Technology
& Innovation 

Dynamics 
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Value Chain Dynamics as an 

Operations Strategy Lens


Outsourcing Value Chain Value Chain 
Traps Architectures Roadmapping 

(motivating strategic (refining strategic (implementing strategic 
value chain design) value chain design) value chain design) 

PolicyPersonal Dynamics Technology Corporate Integral vs. 
Modular Open vs. Dynamics 

(Commercial Closed 
National Aircraft) (Communications) Business 

Dynamics www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in
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³*HDU�0RGHO´�WR�VXSSRUW�5RDGPDSSLQJ�RI
Value Chain Dynamics (VCD) 

Business 
Cycle 

Dynamics 

Regulatory 
Policy 

Dynamics 

Corporate 
Strategy 

Dynamics 
Industry 
Structure 
Dynamics

Customer 
Preference 
Dynamics 

Capital 
Market 

Dynamics 
Interdependent sectors 
represented as 
intermeshed gears 

Technology
& Innovation 

Dynamics 
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The Strategic Impact of Value Chain Design: 
(Who let Intel Inside?)


1980: IBM designs a product, a process, & a value chain


Consumers/ Distribution OEM Subsystem 
Users Channel(s) Suppliers 

The Outcome: 

Intel 

Microsoft 

IBM 
Intel Inside 

A phenomenally successful product design 
A disastrous value chain design (for IBM) www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in
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LESSONS FROM A FRUIT FLY: 
THE PERSONAL COMPUTER 

1. 	BEWARE OF INTEL INSIDE. 
(Regardless of your industry) 

2. TACTICAL MAKE/BUY:  
IT MAY BE A LITTLE BIT CHEAPER OR FASTER 
TO OUTSOURCE VERSUS INSOURCE. 

3. STRATEGIC SOURCING: 
VALUE CHAIN DESIGN CAN DETERMINE 
THE FATE OF COMPANIES AND INDUSTRIES, 
AND OF PROFIT AND POWER. 

4. THE LOCUS OF VALUE CHAIN CONTROL

CAN SHIFT IN UNPREDICTABLE WAYS.
www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in
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Vertical Industry Structure

with Integral Product/System Architecture


Computer Industry Structure, 1975-85 

IBM DEC BUNCH 
Microprocessors 

Operating Systems 

Peripherals 

Applications Software 

Network Services 

Assembled Hardware 

(A. Grove, Intel; and Farrell, Hunter & Saloner, Stanford) 

A
ll P

roducts 

A
ll P

roducts 

A
ll P

roducts 
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Intel Mac TI etc

Intel Mac TI etc

etc

etc

11 
Horizontal Industry Structure


with Modular Product/System Architecture


Computer Industry Structure, 1985-95


Microprocessors 

Operating Systems 

Peripherals 

Applications Software 

Network Services 

Assembled Hardware 

Microsoft Mac Unix 

HP Seagate etc 

Intel Moto AMD etc 

Epson etc 

Microsoft NovellLotus 

AOL/Netscape EDS etcMicrosoft 

HP Dell etcIBMCompaq 

etc 

(A. Grove, Intel; and Farrell, Hunter & Saloner, Stanford) 
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12 THE DYNAMICS OF PRODUCT ARCHITECTURE, 

STANDARDS,AND VALUE CHAIN STRUCTURE:


´7+(�'28%/(�+(/,;µ 

MODULAR PRODUCT 
HORIZONTAL INDUSTRY 

OPEN STANDARDS 

INTEGRAL PRODUCT 
VERTICAL INDUSTRY 

PROPRIETARY STANDARDS 

INCENTIVE TO 
INTEGRATE 

PRESSURE TO 
DIS-INTEGRATE ORGANIZATIONAL 

RIGIDITIES 

HIGH
DIMENSIONAL 
COMPLEXITY 

NICHE 
COMPETITORS 

PROPRIETARY 
SYSTEM 

PROFITABILITY 

SUPPLIER 
MARKET 
POWER 

INNOVATION & 
TECHNICAL 
ADVANCES 

Examples: IBM, Autos, Embraer/Boeing, Nokia, Small Firms


)LQH�	�:KLWQH\��³,V�WKH�0DNH�%X\�'HFLVLRQ�3URFHVV�D�&RUH�&RPSHWHQFH"´
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13 What Drives Clockspeeds? 
technology/innovation push, customer pull, 


system complexity, and regulation


Handset or PC 
Applications 

Communications 
Equipment 

and Networks 

Semiconductor 
Components 

Handset or PC 
Platforms 

Semiconductor 
Manufacturing 

Equipment 

Consumer 
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14 ALL COMPETITIVE ADVANTAGE 

IS TEMPORARY


Autos: 
Ford in 1920, GM in 1955, Toyota in 2000 
Computing: 
IBM in 1970, Wintel in 1990, Apple in 2010 
World Dominion: 
Greece in 500 BC, Rome in 100AD, G.B. in 1800 
Sports: 
Red Sox in 2007, Celtics in 2008, Yankees in 2009 

The faster the clockspeed, the shorter the reign
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Value Chain Evolution in a Fast-Clockspeed World:  15


Study the Industry Fruitflies


Evolution in 
the natural world: 
FRUITFLIES 

evolve faster than 
MAMMALS 

evolve faster than 
REPTILES 

THE KEY TOOL: 

Cross-SPECIES 
Benchmarking
of Dynamic Forces 

Evolution in 
the industrial world: 
INFOTAINMENT is faster than 
MICROCHIPS is faster than 
AUTOS evolve faster than 
AIRCRAFT evolve faster than 
MINERAL EXTRACTION 

THE KEY TOOL: 
Cross-INDUSTRY 
Benchmarking 
of Dynamic Forces 
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16 

³*HDU�0RGHO´�WR�VXSSRUW�5RDGPDSSLQJ�RI

Business 
Cycle 

Dynamics 

Regulatory 
Policy 

Dynamics 

Corporate 
Strategy 

Dynamics 

Industry 
Structure 
Dynamics 

Customer 
Preference 
Dynamics 

Value Chain Dynamics (VCD) 

Capital 
Market 

Dynamics 
Interdependent sectors 
represented as 
intermeshed gears 

Technology
& Innovation 

Dynamics 
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17 Innovation along the Value Chain:

How (& why) do Autos & Electronics Differ?


Sales/Marketing 
/Distribution Production Core 

Technology 
Consumers/ Product Subsystem Suppliers 

Users Concept Suppliers 

Minivan, Lean Hybrid Aluminum 
AUTOS Add-ons Internet SUV, Production Engine, Bonding, 

Crossover Active Carbon Fiber, 
Suspension CAD tools 

iPod, X-Box, 
Palm, Contract Html Microprocessor, 

ELEC- Napster, Amazon, Office, 
Digital Photog.

Manufacturing C++ Hard disk drive, 
TRONICS Apple I Dell Photolithography

Mobile Phone www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in
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Innovation Dynamics can be 

RADICAL (disruptive) or INCREMENTAL (sustaining)


Pe
rf

or
m

an
ce




Maturity 

Takeoff 
Disruption 

Ferment 

Time 

How to measure 
performance? 

How to know 
where you are 
RQ�WKH�³6´"


Where in the 
value chain? 

Worse before 
better? 
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Disruptive Process Innovation in Autos vs. 

Disruptive Product Innovation in Electronics 


P
er

fo
rm

an
ce

Lean Production 

Mass Production 
Process Innovators 
--Ford 
--Dell 
--Wal-mart Craft Production 
--Southwest Air 
--Toyota 
--Li & Fung 

Time
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Content 
Publishers 

Closed to 
Apple apps; but one 
Closed to non- Closed to all 

Creative 
Artists 

THE CASE OF APPLE iPod/iPhone 
ContentApplications Networks 

20 

non-MP3,
then explosive carrier per non-Apple 
App Store region; slowly formats 
Growth opening 

Content 
Marketing 

Content 
Distrib. 

Content & HW 
Consumption 

Content 
Sales 

iPod/ 
iPhone 

iTunes 

iTunes 

iTunes 
homepage 

Listening 
accessories 
Open, then 
license 

Retail 
Stores 

App 
Stores 
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21 What makes an innovation 
disruptive?

Performance Push 
an overwhelmingly superior technology/process

(penicillin, mass production) 

Customer Pull 
new customers care about different measures of 
performance 
(wireless phones, personal computers) 

Organizational Competencies 
incumbents cannot do what the innovators can

(Dell supply chain, Southwest Air) 
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22 
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Value Chain Dynamics (VCD)


Business 
Cycle 

Dynamics 

Regulatory 
Policy 

Dynamics 

Corporate 
Strategy 

Dynamics 
Industry 
Structure 
Dynamics

Customer 
Preference 
Dynamics 

Capital 
Market 

Dynamics 
Interdependent sectors 
represented as 
intermeshed gears 

Technology
& Innovation 

Dynamics 
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23 
CUSTOMER PREFERENCE DYNAMICS:


P&G Value Proposition:

Premium Products at Premium Prices


Controlling the Channel Through Closeness to Customers: 
consumer research, pricing, promotion, product development 

Customers 
Retailer 

Retailer 

Retailer 

P&G 

What is the role of brand names vs. product features? 
Laundry Detergent; Mobile Phones; Motorcycles 
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24

Controlling the Channel Through Closeness to Customers:  Chain Proximity

Retailer

Retailer

Retailer

Consumers

P&G

WalMart

Private Labels{
Vertical Growth on the Double Helix

Walmart Brands

CUSTOMER PREFERENCE DYNAMICS:
Walmart Value Proposition:

Large Selection of Products at Very Low Prices
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Brand vs. Brand vs. Channel vs Channel:

Competing on fast-clockspeed retail


Consumers 

WalMart 

Best Buy 

Sony


Samsung


www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in

52
www.onlineeducation.bharatsevaksamaj.net        www.bssskillmission.in

WWW.BSSVE.IN



26 
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Value Chain Dynamics (VCD) 

Business 
Cycle 

Dynamics 

Regulatory 
Policy 

Dynamics 

Corporate 
Strategy 

Dynamics 
Industry 
Structure 
Dynamics

Customer 
Preference 
Dynamics 

Capital 
Market 

Dynamics 
Interdependent sectors 
represented as 
intermeshed gears 

Technology
& Innovation 

Dynamics 
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27 

&LVFR¶V�(QG-to-End Integration 

for its Fulfillment Supply Chain 


Early investment in 
Customers logistics supplier 

partnerships for speed 
and accuracy of 

Cisco product flow 

Contract 
Early investment in Manufacturers 

Internet based 
communication for Component
speed and accuracy of Suppliers &

Distributorsorder information 
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28 
&LVFR·V�6WUDWHJ\�IRU� 

Technology Supply Chain Design 

(I.e., Capabilities)


1.Integrate technology around the router to 

be a communications network provider.


2. Leverage acquired technology with
- sales muscle and reach 
- end-to-end IT 
- outsourced manufacturing
- market growth

3. Leverage venture capital to supply R&D
Basic Design Principle: Acquisition 

Relationship with Technology Chain 


Partners
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29 
Volatility Amplification in the Supply Chain: 

´7KH�%XOOZKLS�(IIHFWµ 

Customer Retailer Distributor


Information lags 
Delivery lags 
Over- and underordering 
Misperceptions of feedback 
Lumpiness in ordering 
Chain accumulations 

Factory Tier 1 Supplier Equipment


SOLUTIONS: 
Countercyclical Markets
Countercyclical Technologies
Collaborative channel mgmt.
(Cincinnati Milacron & Boeing)


www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in

56
www.onlineeducation.bharatsevaksamaj.net        www.bssskillmission.in

WWW.BSSVE.IN



30 
Supply Chain Volatility Amplification: 
Machine Tools at the tip of the Bullwhip 

% Chg. GDP % Chg. Vehicle Production Index % Chg. Net New Orders Machine Tool Industry 

%
 C

ha
ng

e,
 Y

ea
r t

o 
Ye

ar
 

80 

60 

40 

20 

0 
1961 

-20 

-40 

-60 

-80 

1963 1965 1967 1969 1971 1973 1975 1977 1979 1981 1983 1985 1987 1989 1991 

ಯWe are experiencing a 100-\HDU�IORRG�´��-��&KDPEHUV��������� 

"Upstream Volatility in the Supply Chain: The Machine Tool Industry as a Case Study," 
E. Anderson, C. Fine & G. Parker  Production and Operations Management, 
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31 
Volatility in the Electronics & 

Semiconductors Supply Chain 


%
 C

ha
ng

e,
 Y

ea
r-

to
-Y

ea
r


-60.00 

-40.00 

-20.00 

0.00 
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1961 1965 1969 1973 1977 1981 1985 1989 1993 1997 2001 

Year 

Worldwide Semiconductor Manufacturing Equipment Sales 
Worldwide Semiconductor Shipments 

Electronics, Computing and Communications Equipment Output 
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32 

LESSONS FROM A FRUIT FLY: 
CISCO SYSTEMS 

1. KNOW YOUR LOCATION IN THE VALUE CHAIN 
2. UNDERSTAND THE DYNAMICS 

OF VALUE CHAIN FLUCTUATIONS 
3. THINK CAREFULLY ABOUT THE ROLE 

OF VERTICAL COLLABORATIVE RELATIONSHIPS 
4. INFORMATION AND LOGISTICS SPEED DO NOT 

REPEAL BUSINESS CYCLES OR THE BULLWHIP. 

Bonus Question:

How does clockspeed impact volatility?
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33 INDUSTRY CLOCKSPEED IS A COMPOSITE: 
OF PRODUCT, PROCESS, AND ORGANIZATIONAL 

CLOCKSPEEDS 

Mobile Phone INDUSTRY CLOCKSPEED


THE 
Mobile Phone 
product technology THE 

Mobile Phone 
PRODUCTION


PROCESS 

process technology 

THE

Mobile Phone


MANUFACTURING 

COMPANY


organization 
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34 

Mobile Phone System CLOCKSPEED is a mix of 

Transmission Standards, Software and Handsets


Mobile Phone System 
TRANSMISSION SOFTWARE STANDARD APPLICATIONS HAND SET slow clockspeed 

medium clockspeed fast clockspeed
OPERATING SERVICES


SYSTEM fast clockspeed
slow clockspeed 

ISSUE: THE FIRMS THAT ARE FORCED 
TO RUN AT THE FASTEST CLOCKSPEED 
ARE THE MOST LIKELY TO STAY AHEAD 
OF THE GAME. 
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Automobile CLOCKSPEED IS A MIX OF 

ENGINE, BODY & ELECTRONICS


Automobile 

ENGINE BODY ELECTRONICS 
slow clockspeed medium clockspeed fast clockspeed 

ISSUE: MOST AUTO FIRMS  OPERATE AT 
ENGINE OR BODY CLOCKSPEEDS; IN THE 
FUTURE THEY WILL NEED TO RUN 
AT ELECTRONICS CLOCKSPEED. 
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Technology
& Innovation

Dynamics

Business

Cycle

Dynamics

Regulatory 

Policy

Dynamics

Corporate 

Strategy

Dynamics

Industry

Structure

Dynamics
Customer

Preference

Dynamics

“Gear Model” to support Roadmapping of
Value Chain Dynamics (VCD)

Capital

Market

Dynamics

Interdependent sectors
represented as 
intermeshed gears
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37 Projects, Strategy, and Value Chains
Clockspeed drives


Business Strategy Cadence


CAPABILITIES enable & constrain PROJECTS;

PROJECTS build CAPABILITIES


CORE 
CAPABILITIES 

PROJECT 
DESIGN 

(New projects, 
new processes, 
new suppliers) 

Leonard-Barton, Wellsprings of Knowledge
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38 
Projects Serve Three Masters:


Capabilities, Customers, & Corporate Profit


CORE 
CAPABILITIES 

PROJECT 
DESIGN 

(New products, 
new processes, 
new suppliers) 
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VALUE CHAIN DESIGN: 
Three Components 

1. Insourcing/OutSourcing 
(The Make/Buy or Vertical Integration Decision) 

2. Partner Selection 
(Choice of suppliers and partners for the chain) 

3. The Contractual Relationship 
�$UP¶V�OHQJWK��MRLQW�YHQWXUH��ORQJ-term contract, 

strategic alliance, equity participation, etc.) 

www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in

66
www.onlineeducation.bharatsevaksamaj.net        www.bssskillmission.in

WWW.BSSVE.IN



40 3-D Concurrent Engineering &
the imperative of concurrency 

Process

Product (for production Value Chain


(or Service) & delivery) (Partners/Suppliers)


Detailed 
Design 
Specs 
Materials 
Functions 

Product/ 
System 
Architecture 
Modular/ 

Integral 
Life Cycles 

Unit 
Process es 

Technolo gy 

Production 
System 

Objectives 
Systems 
People 
Capacity 

Value 
Chain 
Architecture 

Sourcing 
Selection 
Relationship 

Logistics
& Coord 
System 
Information 
Inventory
Integration 

Fulfillment Architecture Technology 

t 

Fulfillment 
Supply Chain  

Development
& Capab. Chains 

Equipmen
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IMPLEMENTATION OF PROJECT DESIGN: 
FRAME IT AS 3-D CONCURRENT ENGINEERING 

PROJECT 
DESIGN 

Product 
(Deliverable Process 

(Project Plan) 
Value Chain 

(Partners/Suppliers) 

CORE 
CAPABILITIES 

Detailed 
Design 

Specs 
Materials 

Functions  

Unit 
Proces 
ses 

Techn 
ology 
Equip 
ment 

Production 
System 

Objectives 
Systems 
People 
Capacity 

Value 
Chain 

Architecture 

Sourcing 
Selection 

Relationship 

Logistics
& Coord 
System 

Information 
Inventory
Integration 

Product 
/ 
System 
Architec 
ture 
Modular 
/ Integral 

Life 

Development Fulfillment 
Supply Chain 

Cycles 

Chain 
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42 Do you have to think 

strategically about every


project?


CORE 
CAPABILITIES 

PROJECT 
DESIGN 

(New products, 
new processes, 
new suppliers) 
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43 ARCHITECTURES IN 3-D

INTEGRALITY VS. MODULARITY


Integral product architectures feature 
close coupling among the elements

- Elements perform many functions
- Elements are in close spacial proximity
- Elements are tightly synchronized 
- Ex:  jet engine, airplane wing, microprocessor


Modular product architectures feature 
separation among the elements

- Elements are interchangeable 
- Elements are individually upgradeable
- Element interfaces are standardized 
- System failures can be localized 

- Ex: stereo system,  desktop PC, bicycle 
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VALUE CHAIN ARCHITECTURE 

Integral value-chain architecture 
features close proximity among its elements 

- Proximity metrics:  	Geographic, Organizational 

Cultural, Electronic


- Example: Toyota city 
- Example:  Ma Bell (AT&T in New Jersey) 
- Example: IBM mainframes & Hudson River Valley 

Modular value-chain architecture features multiple, 
interchangeable supplier and standard interfaces 

- Example:  Garment industry 
- Example:  PC industry 
- ([DPSOH���*HQHUDO�0RWRUV¶�JOREDO�VRXUFLQJ 
- Example:  Telephones and telephone service www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in
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ALIGN ARCHITECTURES 


ACROSS SYSTEMS AND VALUE CHAINS

PR

O
D

U
C

T 
/ S

YS
TE

M
 A

R
C

H
IT

EC
TU

R
E 

Microprocessors 
Mercedes 
& BMW vehicles 

&KU\VOHU����·V�� 
Nokia 

Lucent 
Nortel 

'HOO�3&·V 
Bicycles 

Cisco 

Polaroid 

Digital Rights/ 
Music Distribution 

SUPPLY CHAIN / VALUE CHAIN ARCHITECTURE
(Geographic, Organizational, Cultural, Electronic proximity) 

INTEGRAL MODULAR 
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TPS Dynamics between 

Continuous Improvement &


Respect for People (Stakeholders)


Motivated People 

Continuous 
Improvement 

Respect 
For 

People 

Profits get shared 

Drive faster Improvement 

to reward and incentivize alignment
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Dynamics

Enterprise
Architectural

Forms Long-Term
Performance

Industrial
Dynamic
Evolution

47 
The Evolution of Business Ecosystems 
2SHUDWLRQV��RU�³TXDQWLW\´��/RRS��Ted Piepenbrock, MIT 

Firm 
Output 

Modular Integral 
Enterprises Enterprises 

Enterprise 
Competitive 

Enterprise
Competitive
Dynamics 

15 

Firm 

Supplier 
markets 

Capital 
markets 

Labor 
markets 

Customer 
markets 

FirmCapital Labor 

Supplier 
markets 

markets markets 

Product 
markets 

10whichwhich
GULYG H«ULYH«

5 
Long-term Speed 

& Stability 

Short-term Speed 
& Flexibility 

Maximization of Maximization of 
Shareholder Value Stakeholder Surplus 1950 1960 1970 1980 1990 
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Industry FUHDWH«FUHDWH« Growing Markets
Output (Economies of Scale) 
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Market Capitalization 
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Stable Markets 
(Economies of Scope) 

Growing Markets 
(Economies of Scale) 

Enterprise 
Architectural 

Forms 

Industrial 
Dynamic 
Evolution 

1900 1925 1950 1975 2000 
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48 Dell Supply Chain 

SLC 

Supplier 

Supplier 

I 

Dell 
I 

Customer 

Customer fulfillment 
2-5 days

Materials ordering cycle 
10-180+ days 

Demand/ 
Supply 

Management 

Global \ 
Regional 

Procurement 
Continuity of Supply 

Demand 
Management 

Build to customer 
specifications 

Sales 

MMoodduullaarr PPrroodduucctt AArrcchhiitteeccttuurree eennaabblleess MMoodduullaarr SSuuppppllyy CChhaaiin
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49 HP/Flextronics vs. Dell Supply Chain 

SLC 
Supplier 

Supplier 
I DellI Customer 

Customer fulfillment 
2-5 days 

Materials ordering cycle 
10-180+ days 

Flex 

Supplier 

Supplier 
Flex 

I 
Customer 

Retailer fulfillment 
2-5 days

Materials ordering cycle 
10-180+ days 

Retailer 

Retailer 
inventory 
30+ days 

Customer 
fulfillment 

30 min 

MMoodduullaarr PPrroodduucctt AArrcchhiitteeccttuurree eennaabblleess MMoodduullaarr SSuuppppllyy CChhaaiin
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Demand-Supply Chain Management 

@ Dell


� Demand Management: 
� Forecast = Buy = Sell 
� Buy to Plan, but Build to Order 

�	 ,QYHQWRU\�9HORFLW\�LV�D�ZRQGHUIXO�WKLQJ�«

�	 Customers have immediate access to the latest 

technology. 
�	 Suppliers get their products to market quickly

�	 Quality is improved with fewer touches.

�	 Cash is generated through negative cash cycle.

�	 Model efficiencies drive Market Share gain.
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Can ´'HOO�'LUHFWµ Work for Autos? 

� $SSHDOLQJ�WR�2(0¶V�RQ�0DQ\� 
Dimensions 
± Satisfy customer need for Speed 
± Reduce Supply Line Inventories 
± Reduce mismatches and discounting

± Direct OEM-Customer Relationships (& 

Data!) 
± Information Transparency 

Adapted from Prof. J.P. MacDuffie, IMVP & The Wharton School
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BUT,

A Car is not a Computer!!


� Personal � Car 
Computer � ~ 4000 components 

� ~50 components � 100 key subsystems 
� 8-10 key parts � 300 key suppliers 
� 40 key suppliers � 12 month validation 
� 24 hour burn-in � 1,000,000 
� 100 design � variations 
� variations � Integral 
� Modular � Architecture 
� Architecture 

Adapted from Prof. J.P. MacDuffie, IMVP & The Wharton School
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53 In/Outsourcing: Sowing the Seeds 

of Competence Development to develop 


dependence for knowledge or dependence for capacity


+ ++

Amount of 

Work 
Outsourced 
knowledge 
+/or supply 

Amount ofSupplier 
Supplier 
Learning 

Capability 

+ 

Dependence Independence 

+ + 

Amount of 
Work 

Done In-house 
knowledge 
+/or supply 

Amount ofInternal 
Internal 
Learning 

Capability 
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54 Technology Dynamics  in the Aircraft 

Industry:


LEARNING FROM THE DINOSAURS 

Japanese 
industry 
size & 
capability 

Japanese 
appeal as 

subcontractors 

U.S. 
industry 
size & 

capability 

8�6��ILUPV¶ 
appeal as 
subcontractors 

Boeing outsources 
to Japan 

(Mitsubishi Inside?) 

Japanese 
Industry 
Autonomy 

+ 

+ 

+ 

+ 

-

+ 
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SOURCEABLE ELEMENTS 

PROCESS ELEMENTS


ENGINEERING 

ASSY 

TEST 
CONTROLLER 

I4 V6 V8 PRODUCTS 
VALVETRAIN


BLOCK


SUBSYSTEMS 
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Strategic Make/Buy Decisions:  

Assess Critical Knowledge & Product Architecture


IT
EM

 IS
 IN

TE
G

R
AL

 I
TE

M
 IS

 M
O

D
U

LA
R




INDEPENDENT FOR 
DEPENDENT FOR 

KNOWLEDGE 
KNOWLEDGE & 

INDEPENDENT FOR 
& CAPACITY 

DEPENDENT FOR 
KNOWLEDGE & CAPACITY 

A 
POTENTIAL 

OUTSOURCING 
TRAP 

CAPACITY 

BEST 
OUTSOURCING 
OPPORTUNITY 

OVERKILL 
IN 

VERTICAL 
INTEGRATION 

WORST 
OUTSOURCING 

SITUATION 

CAN 
LIVE 
WITH 

OUTSOURCING 

BEST 
INSOURCING 
SITUATION 

$GDSWHG�IURP�)LQH�	�:KLWQH\��³,V�WKH�0DNH�%X\�'HFLVLRQ�3URFHVV�D�&RUH�&RPSHWHQFH"´
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57 Strategic Make/Buy Decisions:  

Also consider Clockspeed & Supply Base Capability


DEPENDENT FOR DEPENDENT FOR INDEPENDENT FOR

KNOWLEDGE & CAPACITY CAPACITY ONLY KNOWLEDGE & CAPACITY


D
EC

O
M

PO
SA

B
LE

(M
od

ul
ar

)
IN

TE
G

R
AL

 

Clockspeed 
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w
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y Fast Slow 

Clockspeed 
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w
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y Fast Slow 

Clockspeed 
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lie
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w
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y Fast Slow 

Clockspeed 
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lie
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Fe
w
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y Fast Slow 

OK 
Watch 

it! 

Clockspeed 

Su
pp

lie
rs

Fe
w

 M
an

y Fast Slow 

Clockspeed 

Su
pp

lie
rs

Fe
w

 M
an

y Fast Slow 

Adapted from C. Fine, Clockspeed, Chap. 9
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Qualitative analysis of strategic 
importance uses five key criteria

Customer 

Importance:
• High 

• Medium

• Low

Technology 

Clockspeed:
• Fast

• Medium

• Slow
Competitive 

Position:
• Advantage

• Parity

• Disadvantage

Capable Suppliers:
• None

• Few

• Many

Architecture:
• Integral

• Modular

Possible Decisions 

(Knowledge & Supply):

• Insource

• Outsource

• Partner/Acquire

• Partial Insource

• Partial Outsource

• Invest

• Spin Off

• Develop Suppliers

Competitive 

Position:
• Advantage

• Parity

• Disadvantage

Criteria are applied differently for Products than for Subsystems

 Value chain elements with high customer 

importance and fast clockspeed are generally 

strategic (unless there are many capable 

suppliers)

 Competitive position is seldom the 

primary consideration for strategic 

importance, rather it serves as a 

“tie-breaker” when other criteria are 

in conflict

 When many capable 

suppliers exist, knowledge 

may be considered 

commodity and 

development should be 

outsourced

 Architecture is considered a 

constraint for the sourcing decision 

model, controls the level of 

engineering that must be kept in 

house for integration purposes

Model developed by GM Powertrain, PRTM, & Clockspeed, Inc.www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in
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agenva
ontPos

d
y 

: 
A

 Pa

p tetCom v

geandvaas

e 

D

Every decision requires qualitative and 

quantitative analysis to reach a conclusion


Knowledge 
Supply 

Improve Invest & 
Economics Build 

Q
ua

lit
at

iv
e

Lo
w

 
Va

lu
e

H
ig

h 

Qualitative Model

Strategic


Importance


Divest/ HarvestCustomer 
mportance: 

High
 Medium Outsource InvestmentLow 

Technology 
Clockspeed:

 Fas
 Med um
 Slow 

Competitive
Position:

�Advantage
�Parity
�Disadvantage Low HighQuantitative

Capab e Suppl ers:
 None
 Few
 Many Possible Decisions: 

�Insource 
�Outsource 
�Partner/AcquireArch tecture:
�Partial InsourceIn eg a
�Partial OutsourceModu a 
�Invest 
�Spin Off 
�Develop Suppliers 

Value 

EVA 

Quantitative Model

(Financial)


Model developed by GM Powertrain, PRTM, & Clockspeed, Inc.
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Value Chain Mapping


Organizational Supply Chain 
casting clay


Chrysler Eaton supplier supplier


Technology Supply Chain 
casting clay


engines valve lifters manufacturing chemistry

process


Capability Chain 
Supply Chain Management Quality assurance NVH engineering R&D 

Underlying Assumption:  You have to draw

the maps before you can assess their dynamics.
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VALUE CHAIN DESIGN IS

THE ULTIMATE CORE COMPETENCY


Since all advantages are temporary,

the only lasting competency is to continuously build and 

assemble capabilities chains.


KEY SUB-COMPETENCIES: 
1. Forecasting the dynamic evolution of market 
power and market opportunities 
2. Anticipating Windows of Opportunity 

3. 3-D Concurrent Engineering: 

Product, Process, Value Chain


Fortune Favors the Prepared Firm
CAPABILITIES PROJECTS 
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62 
PROCESS FOR 


VALUE CHAIN DESIGN


at each node of each chain map 

BOEING 

1. Benchmark the Fruit Flies 
DOUBLE HELIX 

2. Map your Value Chain 
-Organizational Value Chain 
-Technology Value Chain 
-Competence Chain 

3. Dynamic Chain Analysis 

4. Identify Windows of Opportunity 
5. 	Exploit Competency Development Dynamics 

with 3-D Concurrent Engineering 
CAPABILITIES PROJECTS 
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³7DNHDZD\V´�IURP�WKH�GD\ 
1.Value Chains are dynamic 

-industry structure dynamics 
-technology & innovation dynamics 
-customer and channel dynamics 

2.Innovation happens along the value chain 
and in the value chain model itself. 

3.All advantage is Temporary 
4. Strategic Sourcing is a key leverage 

point for supply chain design. 
5.Supply Chain organizations have multiple 

strategic roles to play. www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in
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All Conclusions are Temporaryp y

Clockspeeds are increasing almost everywhereClockspeeds are increasing almost everywhere
Value Chains are changing rapidly

Assessment of 
value chain dynamicsvalue chain dynamics

Roadmap
Construction
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BACKUP

SLIDES
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³*HDU�0RGHO´�WR�VXSSRUW�5RDGPDSSLQJ�RI
Value Chain Dynamics (VCD) 

Business 
Cycle 

Dynamics 

Regulatory 
Policy 

Dynamics 

Corporate 
Strategy 

Dynamics 
Industry 
Structure 
Dynamics

Customer 
Preference 
Dynamics 

Capital 
Market 

Dynamics 
Interdependent sectors 
represented as 
intermeshed gears 

Technology
& Innovation 

Dynamics 
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67 A long, long time a go in an 

industry far away . . .
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68 Freight Railroads vs. Trucks  
The Dynamics of Industry 


Economics

and the Optimal Timing of 


Deregulation

Railroads 

Too early Too late 

Trucks 

Sh
ar

e 
of

 R
ev

en
ue

³,Q�WKH�=RQH´ 

1880 1910 1950 1980 2000 

Regulation Shocks happen; Regulation If deregulation is 
reins in Environment constrains SLOW, LATE, & 

³PRQRSRO\´ changes; response; PIECEMEAL; then 
Substitutes deregulation Economic Dislocation;

mayarise timing is critical Incumbent 
Collapse www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in
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69 Histories: Dynamics of Regulation 
Regulation
Reins in 
³0RQRSRO\´ 

Shocks 
Happen 

Environment 
Changes;

Substitutes 
arise 

Regulation
Constrains 
response 

Deregulation
timing is
Critical 

Mistakes 
harm 

incumbents,
consumers & 

taxpayers 

RailRoads Rockefellar 
& Morgan
´5REEHU� 
%DURQV´ 

Autos & 
Highways 

Trucking
arises 

Prices, 
Exit, 
Innovation 

1958 
vs. 
1980 

Weak rail 
capabilities;
Trucking
dominant 

Natural 
Gas 

´1DWXUDO´ 
Monopoly 

Oil 
Embargo;
Fall of 
Iran 

Gas 
Demand 
Explodes 

Low prices
inhibit 
new 
supply 

Long lag
for new 
sources 
(1978 v 1989) 

Shortages;
price swings;
LT consumer 
costs of take or 
pay contracts 

Banking Bank size 
limited to 
limit power 

Inflation 
in the 
����¶V 

Money
Market 
Funds 

Deposits
Shrink; 
Riskier 
investments 

1978 
vs. 
1989 

6	/¶V�GLHG�
$160B+ 
Bailout 

Telecom AT&T 
´QDWXUDO´ 
monopoly 

Internet & 
0RRUH¶V
Law 

Wireless 
Broadband 
VOIP 

TELRIC 
pricing;
entry & exit;
access fees 

Wireless, 
BB, & VOIP 
less 
constrained 
than ILECs 

Wireless 
success; 
wireline TBD 
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Conceptual Model: The Dynamics of 70 

Regulation and Deregulation  

Perception
of Monopoly 

Deregulation is

TOO EARLY and 


not well thought out;

Electricity (Calif),


CATV (1984)


Costly mistakes; 
re-regulation;
Try, try, again. 

Processes 
Shocks 

HappenRegulation
Reins in 
³0RQRSRO\´ 

Regulation
constrains 
incumbent 
response 

Deregulation is
RAPID, TIMELY, & 

COMPREHENSIVE; 

Airlines(1978),
Wireless (1993) 

Robust competition;
Large jump in

consumer welfare 

Environment 
changes;

Substitutes 
may arise 

Deregulation is
SLOW, LATE, & 


PIECEMEAL;

Railroads(1958-80),


Gas (1973-93),

Banking (1978-99)


Economic 
Dislocation;
Incumbent 
Collapse 

Full, but Late, 
Deregulation www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in
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What caused the collapse of the freight railroads? 

³$�JRRG�ZD\�WR�XQGHUVWDQG�ZKDW�KDV�KDSSHQHG�>WR� 
railroads] is to imagine a business that is prevented from 
adjusting its prices to changing market conditions and 
from negotiating with its customers. Furthermore, imagine 
that the business is not permitted to decide how much of 
its principal inputs to purchase, how much it will pay for 
them or even how to use them, and it may not decide 
where it will operate. Worse yet, imagine that it faces 
strong competitors who are not encumbered by similar 
constraints. It would be surprising if such a business 
survived at all. This is only a slight exaggeration of the 
UDLOURDGV¶�SRVLWLRQ�EHIRUH������´ 

-- ³7KH�7UDFN�5HFRUG�´�Regulation No. 1 (1987): 23²24.
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Collapse of the railroads 
�	 number of Class I railroads dropped from 230 Æ 7 between 1907

1999 

�	 railroad mileage declined from 254,000 Æ 99,000 between 1916
1999 

�	 by the 1970s, every major Northeast railroad filed for bankruptcy


�	 By the 1970s, 21% of track-miles were operated by bankrupt 
railroads 

�	 deferred maintenance and delayed capital expenditures 
amounted to billions of dollars 

�	 rate of accidents due to track or structure defects quadrupled 
from 1966 to 1976 

�	 BY 1976, 15% of track (50,000 miles) was operated at reduced 
speeds (as slow as 10 miles per hour) 

�	 standing derailments (when a train falls over when not moving) 
became prevalent 

�	 terminal facilities deteriorated 
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Deregulation improved performance


�	 Inflation-adjusted rail 
rates have plunged 60% 
from 1981-2001 

�	 By 1999, railroads were 
generating 58% more ton 
miles than in 1979 

�	 In the 1990s, railroads 
stopped the erosion of 
market share. From 1996 
through 1998, the 
UDLOURDG¶V�PDUNHW�VKDUH� 
actually exceeded 40% 

300

250

200

150

100

50

0
1964 1968 1972 1976 1980 1984 1988 1992 1996 2000

Staggers Act passed October 1980

Class I Railroad Performance: 1964-2001 (1981 = 100)

Revenue Price

Volume

Productivity

Image by MIT OpenCourseWare.
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³*HDU�0RGHO´�WR�VXSSRUW�5RDGPDSSLQJ�RI

Value Chain Dynamics (VCD)


Business 
Cycle 

Dynamics 

Regulatory 
Policy 

Dynamics 

Corporate 
Strategy 

Dynamics 
Industry 
Structure 
Dynamics

Customer 
Preference 
Dynamics 

Capital 
Market 

Dynamics 
Gears differ by size/speed 
Each has an engine & clutch 

Technology
& Innovation 

Dynamics 
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75 Gear Teeth Dynamics 

Business 
cycles 

Technology Regulatory
Policy 

Consumer 
Preferences 

Business 
Cycles 

Corporate
Strategy Clockspeed 

Regulatory
Policy 

Technology 

Consumer 
Preferences 

Corporate
Strategy 

Clockspeed 

Industry/
Organization
Structure 

Industry/
Organization
Structure 
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76 Gear Teeth Dynamics 

Business 
cycles 

Regulatory
Policy 

Industry/
Organization
Structure 

Technology Consumer 
Preferences 

Corporate
Strategy Clockspeed 

Business 
Cycles 

Downturns 
trigger
dis
integration 

downturns 
stifle 
R&D 
investment 

Downturn 
triggers
outsourcing;
Search for 
smoothness 

Industry/
Organizatio
Structure 

n
Integration
buffers 
downturns 

Integration/
Disintegration 

Wrap 
services 
around 
commodities 

integrality
slows 
clockspeed 

Regulatory
Policy 

slows 
incumbent 
innovation 

regulation
deregulation 
speeds
innovation 

Technology 
innovation 
Attacks 
incumbents 
& supports
integration 

innovation 
can 
obsolete 
regulations 

Integration/
Disintegration 

innovation 
slowdowns 
drive brand 
investment 

technology
innov drives 
clockspeed 

Consumer 
Preferences 

branding
slows 
disintegration 

Corporate 
Strategy 

branding
slows 
disintegration 

project
frequency
drives Capab.
life 

Clockspeed innovation 
moderates 
downturns 

faster customer 
power drives 
clockspeed 

life drives 
project
frequency 

Capability
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Mother Nature strikes

The Cell Phone Supply Chain


8:00 pm, Friday 17 March 2000:  Lightning Strikes an ASIC 
semiconductor plant of Philips in Albuquerque, New Mexico, USA 
8:10 pm: Fire is extinguished.  Plant will be down for months.


Philips
Chip Factory 

LESSON: RESPONSE SPEED


Ericsson Cell Phones

Nokia Cell Phones

Image by MIT OpenCourseWare.

Image by MIT OpenCourseWare.
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Mother Nature strikes

The Cell Phone Supply Chain

NOKIA


Shipment discrepancies 

noticed within 3 days. 

Philips is pushed hard.

New supply sources.

New chip design.

Global capacity grab. 


Philips

Chip Factory


ERICSSON 

Problem undiscovered for 

weeks. 

Slow chain of command.

Slow response.

Capacity already taken.

$400M revenue loss.

Exits phone manufacture. 


LESSON: RESPONSE SPEED


Ericsson Cell Phones

Nokia Cell Phones

Image by MIT OpenCourseWare.

Image by MIT OpenCourseWare.
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SemiconductorEquipment 

Equipment 
Industry 
Volumes 

+ 

Equipment 
Industry Profits 

+ 

Industry 
R&D 

-

+ 

+
+ -

-

R&D & CapEx 

-

+ 

Equipment 
Prices 

Industry 

Semiconductor 

Industry

Profits


+ 

Semiconductor 
Industry 
Volumes 

Electronics 
Industry 
Volumes 

+ 

An Industry 
Value Chain 

Model 

Electronics 
Industry Profits 

+ 

Electronics 
Industry R&D 

+ 

-

+ 

-

Transistor-

World 
GDP 

-

+ 

+ 

Capital 
& Labor 

Productivity 

+ 

+ 

Electronics 
Industry 

Innovation 

+ 

-
Electronics 

Prices 

+ 

+ 

-
+ 

+ 
+	 Equipment 


Productivity


Applications 
Demand 

(e.g., Toys, 
Automotive) 

Prices Wafer Fab 
+	 Productivity 

-	 (Trans/month/$) 
Transistor 
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The Outsourcing Trap: A Novel of Four Families 
� 

� 
� 
� 
� 

Navy Pilot: &UDVK��,QYHVWLJDWLRQ��6&�HGXFDWLRQ��³Columbo´ 
± Visits, Toyota, Dell, Zara & aircraft supply chain 
3LORW¶V�VLVWHU� MIT grad; laid off; discovers entrepreneurship 
3LORW¶V�ZLIH� Policy analyst for Senator; 
3LORW¶V�VRQ� outsources homework; outsource capacity, not knowledge 

3LORW¶V�GDXJKWHU� business student; Zara shopper 

� 

� 

Chinese Entrepreneur: (e.g., Morris Chang/Terry Gou) 
± ³%HQHYROHQW�)DWKHU�´��&KLQHVH�FRH[LVWHQFH��+HQU\�)RUG��HongSing 

� Ultimately brokers cooperation 

Warrior Daughter: Chinese domination; aggressive growth 

� Defense contractor: Three Generations 
± Grandfather (England), Father (USA), Grandson (affair w/Chinese daughter) 
± Makes avionics systems; lobbies senator; Outsource to HongSing 
± losing commercial business to Chinese 

� U.S. Senator: Loses son in crash, orders investigation 
± Pork to military contractors; but cost pressures as well 
± How to keep good jobs in USA? 
± Campaign contributions from Americans & Chinese 
± ³&DXVHG´�WKH�GHDWK�RI�KLV�VRQ 
± Ultimately works on collaboration with Chinese CEO & *RY¶W 

� 3rd tier supplier: illegal outsourcing of circuit board 
± 7HOOV�VHQDWRUV���³\RX�PDGH�PH�GR�WKLV´ www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in
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81 

All Conclusions are Temporary 

Clockspeeds are increasing almost everywhere 
Value Chains are changing rapidly 

Assessment of 

value chain dynamics


Supply Chain Strategy

Development
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Service FrameworkService Course

IT and other 
hard and soft 
technological 
developments

Slow growth
in key

countries

Globalization
of comptition

and value
chains

Customers have
greater choice

Changing
workforce

Environmental
concerns

Emerging
enconomies

with competitive
advantages

Time compression
on all functions

Shorter product
life cycle

Joint cost/quality/
delivery

Fast changing
expectations

Liberalization of
trade and economic

interdependence

Need for doing
business

differently

Alliances, global
corporation,

Suppliers relations

New

organization

Managed trade
and regional

trading blocks
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Framework for analyzing 
Service Operations

A summary of relevant literature 

compiled by Gabriel R. Bitran

Sloan School of Management

Massachusetts Institute of Technology
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Service FrameworkService Course

CORE AND SUPPLEMENTARY SERVICES

Branding :

importance of 

company 

reputation
Processes :

methods used to 

process policies 

and claims

Accessibility:

whether available 

direct or through 

insurance brokers

Features :

period of policy, 

flexibility,

benefits payable

Tangibles :

brochures, policy 

documents

Packaging :

other benefits 

included in package 

(e.g. advice services)

Quality :

level of CSI sought 

with respect to 

outcomes and 

processes

INSURANCE

CORE
BENEFIT :
“Peace of

Mind”

Source: Christian Dussartwww.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in
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Service FrameworkService Course

External and Internal Environment

Manager

ServerMarketing

Competitive

Analysis

Financial

Analysis
Strategic

Analysis

Service

Performance

Service

Management

Orders

Resources

External

Environment

Internal

Environment

Information 

about needs

Operations 

Management

Customer

Backroom
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Service FrameworkService Course

Some Characteristics of Services

a) ATTRIBUTES OF SERVICE

 Intangibility - explicit and implicit intangibles 

 Perishability - an hour of non-production is an hour lost

 Heterogeneity - inherent variability of service 

 Simultaneity - services are simultaneously produced and 

consumed

 Based on Consumer Perception 

 Value Added Concept 

 Main Services Versus Facilitating Services
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Service FrameworkService Course

Dynamic Interactions

MANAGEMENT

SERVER

CUSTOMER

Loyalty, Info on Customers’ 

Feedback and Opportunities 

for Continuous Improvement

Fair Treatment (Pay, Benefits, 

Respect), Training, Support of 

Internal Environment Personnel

Complaints, Compliments, 

Suggestions

Feedback, Tips, 

Gratitude, Respect

Effort, Skill, Respect, 

Positive Attitude

Products and Policies that 

Satisfy Needs and Desires
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Service FrameworkService Course

Service Profit Chain

Satisfaction

Capability
Productivity

Loyalty

Internal

Service

Quality

External

Service

Quality

I
N

T
E
R

F
A

C
E

Value
Customer

Satisfaction

Customer

Loyalty

Revenue

Growth

Profitability

Employee

Operating Strategy 

and Service 

Delivery System

Product/

Service 

Concept

Leadership

Source: Heskett, Jones, Loveman, Sasser, & Schlesinger
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Service FrameworkService Course

Cycle of Success

Figure from Schlesinger, Leonard A. and James L. Heskett. "Breaking the Cycle of Failure 
in Services." Sloan Management Review, 32:3 (1991) p.17. This figure was removed due to copyright restrictions. 
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Service FrameworkService Course

Cycle of Failure

Figure from Schlesinger, Leonard A. and James L. Heskett. "Breaking the Cycle of Failure 
in Services." Sloan Management Review, 32:3 (1991) p.17. This figure was removed due to copyright restrictions. 
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Service FrameworkService Course

Operations Management

e) Demand and Resource Smoothing 

 Controlling demand 

• Pricing strategies 

• Complementary services 

• Reservations system (appointments)

• Develop non-peak demand 

• Preventive maintenance

 Controlling supply

• Floating staff, part-time employees

• Maximize efficiency. Cross training of staff, flexible equipment

• Modular facility design

• Work-at-home 

• Share capacity
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Service FrameworkService Course

Management of Queues

Propositions
1. Unoccupied time feels longer than occupied time

2. Process waits feel longer than in process waits 

3. Anxiety makes waits seem longer 

4. Uncertain waits are longer than known, finite waits

5. Unexplained waits are longer than explained

6. Unfair waits are longer than equitable waits

7. The more valuable the service, the longer the 
customer will wait

8. Solo waits feel longer than group waits

The Psychology of Waiting Lines

CUSTOMERS

WAITING LINE

SERVERS
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Service FrameworkService Course

Management of Queues

Some characteristics of Queuing Systems
 Number and type of servers

 Waiting time, service time, and system time

 Queue discipline 

 Number of people in queue

 System utilization

Congestion

(Arrival Rate / Service Rate)

0 1

Delay

Cost

Capacity

Cost

Total

Cost

A

B

WA

WB

0 1Congestion

(Arrival Rate / Service Rate)
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Service FrameworkService Course

Quality Control: Perceived Service Quality

Perceived Service Quality
Perceived
Service

Expected
Service

Corporate Image

•Knowledge

•Technical solutions

•Employees’ abilities

•Computerized systems

•Machines

•Attitudes

•Internal Relations

•Customer contacts

•Behavior

•Accessibility

•Service-mindedness

•Appearance

Technical Quality Functional Quality

WHAT? HOW?
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Service FrameworkService Course

Quality Control: The Service Quality Model

Personal Needs Past Experience
Word-of-mouth
Communications

Expected Service

Perceived Service

Service Delivery
(including contacts)

Translation of Perceptions
into Service Quality

Specifications

Management Perceptions
of Consumer Expectations

External Communications
To Consumers

C
O

N
S

U
M

E
R

S
E

R
V

I
C

E
 B

U
S

I
N

E
S

S

GAP 2

GAP 3

GAP 5

GAP 4

G
A

P
 1

Source: Zeithaml and Bitner
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Service FrameworkService Course

Service Guarantees

A summary of relevant literature 

compiled by Gabriel R. Bitran

Sloan School of Management

Massachusetts Institute of Technology
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Service FrameworkService Course

Outline of the Lecture

• Characteristics

• Attitudes

• What a guarantee does

• Higher benefits
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Service FrameworkService Course

Characteristics

A good service guarantee is:

 Unconditional 

 Meaningful

 Easy to understand and communicate 

 Easy and painless to invoke 

 Easy and quick to collect

 Credible

Source: D. Hart
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Service FrameworkService Course

Attitudes

• Negative

 “How do I minimize warranty costs while maximizing 
marketing punch?”

• Positive

 “The guarantee is the single most reliable way to identify 
operational areas needing improvement; Guarantees not 
acted upon are data not collected.”

 Money spent on the guarantees is an investment in 
customer satisfaction and loyalty.”

Source: D. Hart
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Service FrameworkService Course

What a guarantee does

 Service guarantee forces an organization to explicitly 
define its customers needs

 A service guarantee forces an organization to understand 
all the elements of its service-delivery process

 A service guarantee forces an organization to determine 
the root causes of its operational problems

 A service guarantee forces a sense of urgency on an 
organization

 A service guarantee forces an examination of vendor 
quality
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Service FrameworkService Course

Higher benefits

The benefit of a service guarantee is higher when

 The price of the service is high

 The customer ego is on the line

 The level of the customer expertise with the service is low

 The negative consequences of service failure are high

 Customer’s image of service quality in the industry is low

 The company depends on a high rate of customer 
repurchase
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Service FrameworkService Course

THE “COMPLAINANT ICEBERG” AT BA

(1/3 of  total customers)

Potential Revenue Lost 

(Millions of Pounds)

47

141

423

69 %

23 %

8 %

THE KNOWN 

WATERLINE

Talk to Customer 

Relationship Rep

Talk to Nearest

BA Employee

Don’t talk

to Anyone

An opportunity occurs somewhere on the network every 15 seconds
Source: Christian Dussart
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Service FrameworkService Course

Integration

OPERATIONS

MARKETINGFINANCE

STRATEGY

CUSTOMER

COMPETITIONEXTERNAL ENVIRONMENT
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What is the Purpose and Logic of MRP ?

Schedules
& Exception

Reports

Master

Production

Schedule

Inventory

Status

Bill of

Materials

MRP:

(Explosion

Offsets,

Nets)

Engineering

Changes

Inventory

Transactions

Customer 

Orders

Forecasts

15.768:  MRP/ERP
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What is the Purpose and Logic of MRP?

• Coordination of Production and Inventory in large, multi-stage

production systems

• Used for

- Scheduling & re-scheduling

- Capacity Planning

- Supplier coordination (internal & external)

• Timely dissemination of information

• Time-phased production & procurement 

- with lead time offsets & BOM explosions

• Independent vs. Dependent demand

• Requires centralized information system; hence ERP

• Organizes large complex production and 

delivery coordination requirements
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Criticisms of MRP

• Deterministic Model

• Push system

• poor data ==> GIGO

• Self-fulfilling lead times

• Difficult/costly to install & maintain

• Centralized command & control mindset
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Three Principles of Forecasting

1.  The Forecast is always wrong

2. The longer the forecast horizon,

the worse the forecast 

3. End item forecasts are less accurate 

than aggregate forecasts
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What is the Purpose and Logic of ERP ?

ERP

System

Supply

Chain

Management

Human 

Resources

Finance

Manufacturing

Data

Analysis

Sales

Service

Engineering?
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What is the Purpose and Logic of ERP?

• Financial & Operational Planning & Control

-uniform business processes

• Integration of corporate data & systems

• Used for

- Financial analysis & reports

- Coordinating operations, sales, engineering

- Supplier coordination (internal & external)

• Timely aggregation and dissemination of information

• Requires centralized information system; 

• enables decentralized control?
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Criticisms of ERP systems

• Implementation nightmares

• Encourages centralized control

• Enforces uniformity; can stifle innovation

• Very expensive

Management issues:

1. Process redesign

2. Flexibility and internal capabilities

3. Implementation
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Lessons from Cisco’s Implementation?

• make it a top priority; resource accordingly

• do it quickly

• rapid prototype iterations

• in-house capabilities 

(outsource capacity, not knowledge)

• need realistic-scale testing
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Volatility Amplification in the Supply Chain:
“The Bullwhip Effect”

Information lags

Delivery lags

Over- and underordering

Misperceptions of feedback

Lumpiness in ordering

Chain accumulations

SOLUTIONS:
Countercyclical Markets
Countercyclical Technologies
Collaborative channel mgmt.
(Cincinnati Milacron & Boeing)

Customer Retailer Distributor Factory Tier 1 Supplier Equipment
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LESSONS FROM A FRUIT FLY:

CISCO SYSTEMS
1. KNOW YOUR LOCATION IN THE VALUE CHAIN

2. UNDERSTAND THE DYNAMICS 
OF VALUE CHAIN FLUCTUATIONS

3. THINK CAREFULLY ABOUT THE ROLE 
OF VERTICAL COLLABORATIVE RELATIONSHIPS

4. INFORMATION AND LOGISTICS SPEED DO NOT REPEAL BUSINESS 
CYCLES OR THE BULLWHIP.

Bonus Question:

How does clockspeed impact volatility?

Class 8 Wrap-Up

• MRP for production planning

• ERP Systems:  Implementation & Process Design are key

• Bullwhip Dynamics 
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Beef Supply Chain 

 900,000+ operations

 62% of cow-calf 
operations have herd 
size of less than 50

 Numerous inputs affect 
the product 

 Large operations include 
King Ranch, Lykes 
Brothers and Desert 
Cattle

 In addition, there are 
dairy operations which 
provide lean cows

 2,000+ operations

 Top 5 control 
approximately 15% of 
the market

 Concentrated in 10 
states

 Numerous inputs affect 
the product

 Large operations include 
Cactus Feeders, 
ContiBeef and Caprock

 In addition, there are 
dairy operations and 
imports (AU-NZ)

 Less than 50 companies

 Largest 4 control 
dominant share (~75%)

 Various levels of 
integration into 
processing

 Largest players offer 
packing and processing

 Large operations include 
Excel, Tyson, Swift and 
Smithfield

 Dairy cows are generally 
slaughtered by mid 
sized packers

 ~100 companies

 800 packers and 
processor plants in the 
US

 Midsized companies 
($50-500 MM) are 
generally more focused 
on processing

 Key suppliers are loyal, 
highly focused suppliers 
(Keystone and OSI)

 40 company owned 
distribution centers 
across the US

 DCs consolidate 
products for individual 
stores

 Stores make one 
communication to 
restock the entire store

Cow-Calf, 
Dairy Cows

Feedlots Packers
Grinder

(Processors)

Distribution
Center 

(e.g., McD)

 Millions of farmers 
provide feed and corn 
input

 Multiple companies 
provide genetics

 Genetics and feed have 
a dramatic impact on 
the animal’s 
development and meat 
produced 

 Similar genetics 
and feed lead to 
little variation 
(5%)

 Different feed and 
genetics lead to 
wide variation 
(40%)

 Additionally, animals are 
subject to animal health 
products and 
medications

Inputs
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Service Operations Themes
Service Operations requires business model design,  operations system design  

& execution (e.g., Walmart, 7-11, Li & Fung, Benihana, Shouldice etc.)

Supply chain design & integration (e.g., Wal-mart, 7-11, Li & Fung, etc.)

Process engineering (Benihana, CVS)

Role of people management (Ritz, SWA, IBM/Dillard’s, Mercadona)

Employee empowerment to deal with complex situation (SWA)

Process / customer segmentation (IRS)

Balance process discipline and creativity (McD)

Use of Information Technology (Zipcar, 7-11, Walmart, Citibank)

Use of multi-sided platforms (Li & Fung, Housing)

Innovation Dynamics (McD, Auto History, Progressive)

Internet Dynamics (Amazon, Citibank, Schwab, Auto History)

Service includes Social Responsibility (Walmart-Katrina, IKEA)

Manufacturing Industries may be “servicized” (Autos-Zipcar, Better Place)

Operations Capability as enabler of evolution (McD vs Starbucks)
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Need coherent service offering  (e.g., Benihana, Zipcar, Ritz, etc.)
Fit Business Strat & Ops Strategy (Auto History)

System Integrality as core to operations excellence (Walmart, SWA, Shouldice)
Fit Business Strat & Ops Strategy (SWA)
Connect Employee value to customer value (Ritz, SWA)

Operations Innovation as source of Advantage
McDonald’s, Home Building
Requires leadership and talent

Processes embody distinctive and core capabilities (e.g., CVS, Shouldice)
“Any process is better than no process.” -- M. Hammer

You are never done -- continuous improvement/innov is mandatory

McD, (RFP <---> CI)
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Day Time

Average
Labor
Hours

Average # of
Transactions

Average
Sales

Average # of
Visitors

Average
Conversion
Rate

Average
Labor Hours
per Visitor

Monday 10-11 82 46.1 4159 321 0.149 0.305
Monday 11-12 84 92.4 7170 414 0.228 0.230
Monday 12-13 96 135.5 10464 554 0.251 0.203
Monday 13-14 95 142.3 12271 624 0.237 0.180
Monday 14-15 92 142.9 12046 640 0.240 0.177
Monday 15-16 97 126.4 10893 616 0.211 0.190
Monday 16-17 97 116.5 9346 620 0.194 0.179
Monday 17-18 93 121.6 10386 593 0.212 0.175
Monday 18-19 76 108.1 7949 558 0.193 0.143
Monday 19-20 74 98.6 8584 548 0.178 0.138
Monday 20-21 65 70.8 5581 361 0.192 0.185
Tuesday 10-11 82 54.7 3432 238 0.231 0.352
Tuesday 11-12 87 87.2 7052 323 0.270 0.269
Tuesday 12-13 102 110.3 8616 407 0.273 0.254
Tuesday 13-14 104 125.7 9352 451 0.280 0.235
Tuesday 14-15 100 118.7 9512 447 0.267 0.227
Tuesday 15-16 101 100.8 8805 419 0.242 0.245
Tuesday 16-17 100 98.7 8353 470 0.212 0.217Tuesday 16-17 100 98.7 8353 470 0.212 0.217
Tuesday 17-18 95 107.8 8178 507 0.212 0.194
Tuesday 18-19 87 95.8 8758 486 0.197 0.181
Tuesday 19-20 83 107.4 9144 546 0.197 0.154
Tuesday 20-21 73 91.8 7312 377 0.240 0.199
Wednesday10-11 83 54.4 4705 264 0.211 0.327
Wednesday11-12 92 93.4 7690 369 0.253 0.253
Wednesday12-13 107 115.0 8738 452 0.254 0.241
Wednesday13-14 101 131.3 9710 525 0.253 0.196
Wednesday14-15 95 136.4 11468 491 0.281 0.199
Wednesday15-16 102 116.8 8931 458 0.258 0.232
Wednesday16-17 100 120.7 9678 527 0.227 0.193
Wednesday17-18 96 117.4 8804 553 0.214 0.177
Wednesday18-19 84 134.7 9720 560 0.240 0.155
Wednesday19-20 80 123.6 10046 553 0.222 0.151
Wednesday20-21 70 112.8 8141 423 0.271 0.171
Thursday 10-11 86 56.9 4719 372 0.153 0.243
Thursday 11-12 95 122.2 10298 479 0.254 0.200
Thursday 12-13 109 141.4 11150 538 0.263 0.208
Thursday 13-14 107 150.7 11497 592 0.254 0.182
Thursday 14-15 104 148.1 11304 593 0.253 0.178
Thursday 15-16 107 140.1 10890 589 0.245 0.191
Thursday 16-17 105 127.9 10147 584 0.225 0.186
Thursday 17-18 102 137.9 10569 631 0.223 0.170
Thursday 18-19 89 147.4 12997 662 0.226 0.140
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Thursday 19-20 86 128.3 9530 700 0.183 0.127
Thursday 20-21 77 108.8 8311 565 0.205 0.142
Friday 10-11 86 77.7 6264 400 0.205 0.230
Friday 11-12 97 136.2 10263 559 0.252 0.182
Friday 12-13 111 164.0 12893 720 0.228 0.155
Friday 13-14 111 206.6 15894 824 0.251 0.135
Friday 14-15 110 204.7 16221 864 0.238 0.128
Friday 15-16 113 191.3 15069 824 0.235 0.140
Friday 16-17 109 183.2 14102 865 0.212 0.127
Friday 17-18 106 170.7 14017 845 0.204 0.128
Friday 18-19 94 163.9 12128 843 0.195 0.114
Friday 19-20 90 161.6 11703 1051 0.153 0.087
Friday 20-21 78 184.3 13724 825 0.222 0.096
Saturday 10-11 83 103.7 7554 581 0.180 0.148
Saturday 11-12 92 210.9 16100 907 0.236 0.105
Saturday 12-13 129 265.0 19521 1214 0.218 0.108
Saturday 13-14 137 301.6 22596 1502 0.201 0.093
Saturday 14-15 139 340.4 25925 1717 0.199 0.081
Saturday 15-16 139 338.7 24587 1811 0.187 0.078
Saturday 16-17 131 315.9 25073 1774 0.178 0.075
Saturday 17-18 116 295.7 22556 1542 0.192 0.076
Saturday 18-19 93 234.6 18771 1380 0.169 0.068Saturday 18-19 93 234.6 18771 1380 0.169 0.068
Saturday 19-20 86 219.4 16540 1289 0.170 0.069
Saturday 20-21 75 200.3 14432 909 0.219 0.085
Sunday 12-13 121 133.1 9837 780 0.169 0.159
Sunday 13-14 115 204.1 17578 1069 0.192 0.109
Sunday 14-15 115 240.5 21492 1378 0.175 0.084
Sunday 15-16 115 241.9 20000 1482 0.164 0.078
Sunday 16-17 113 240.8 20731 1424 0.171 0.080
Sunday 17-18 112 206.3 16010 1065 0.194 0.107

10-11
11-12
12-13
13-14
14-15
15-16
16-17
17-18
18-19
19-20
20-21
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% of visitors who
arrived at that
hour during the
day (mean)

% of visitors who
arrived at that hour
during the day (std.
dev.)

% of labor used
for that hour
during the day
(mean)

% of labor used
for the hour
during the day
(std. dev.)

0.055 0.012 0.086 0.004
0.071 0.006 0.088 0.004
0.093 0.010 0.101 0.004
0.103 0.011 0.099 0.003
0.105 0.015 0.097 0.003
0.103 0.014 0.101 0.004
0.103 0.011 0.102 0.003
0.101 0.004 0.097 0.003
0.099 0.017 0.081 0.004
0.100 0.019 0.079 0.005
0.068 0.016 0.069 0.004
0.051 0.009 0.081 0.004
0.069 0.005 0.085 0.006
0.088 0.007 0.101 0.005
0.099 0.009 0.102 0.004
0.097 0.005 0.098 0.006
0.092 0.008 0.100 0.004
0.099 0.007 0.099 0.0030.099 0.007 0.099 0.003
0.106 0.011 0.094 0.004
0.103 0.011 0.086 0.004
0.116 0.007 0.082 0.004
0.080 0.009 0.072 0.004
0.052 0.010 0.082 0.003
0.072 0.008 0.091 0.005
0.089 0.006 0.106 0.004
0.101 0.006 0.100 0.004
0.095 0.006 0.095 0.006
0.089 0.011 0.101 0.004
0.102 0.008 0.099 0.003
0.105 0.006 0.095 0.005
0.108 0.008 0.083 0.004
0.107 0.009 0.079 0.004
0.081 0.007 0.069 0.004
0.063 0.016 0.081 0.003
0.075 0.008 0.089 0.003
0.087 0.010 0.102 0.006
0.095 0.008 0.100 0.007
0.095 0.009 0.097 0.004
0.094 0.014 0.100 0.003
0.094 0.005 0.098 0.003
0.099 0.008 0.096 0.004
0.102 0.013 0.084 0.006
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0.110 0.010 0.080 0.006
0.086 0.018 0.072 0.007
0.049 0.012 0.078 0.003
0.066 0.011 0.088 0.004
0.084 0.006 0.100 0.004
0.095 0.004 0.100 0.006
0.099 0.007 0.100 0.004
0.096 0.011 0.102 0.004
0.101 0.004 0.099 0.003
0.098 0.009 0.096 0.004
0.096 0.012 0.085 0.004
0.122 0.013 0.081 0.005
0.094 0.011 0.070 0.005
0.040 0.006 0.067 0.004
0.062 0.005 0.075 0.002
0.083 0.004 0.106 0.004
0.104 0.004 0.113 0.004
0.118 0.005 0.113 0.003
0.124 0.006 0.115 0.004
0.122 0.007 0.108 0.003
0.104 0.005 0.095 0.004
0.094 0.006 0.076 0.0040.094 0.006 0.076 0.004
0.087 0.008 0.071 0.002
0.062 0.004 0.062 0.003
0.108 0.008 0.176 0.003
0.149 0.007 0.166 0.002
0.192 0.009 0.167 0.001
0.207 0.012 0.166 0.002
0.197 0.008 0.163 0.002
0.147 0.009 0.162 0.001
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Date Day Time
# of

visitors
4/8/2008 Tuesday 10-11 210
4/8/2008 Tuesday 11-12 298
4/8/2008 Tuesday 12-13 373
4/8/2008 Tuesday 13-14 332
4/8/2008 Tuesday 14-15 354
4/8/2008 Tuesday 15-16 357
4/8/2008 Tuesday 16-17 440
4/8/2008 Tuesday 17-18 426
4/8/2008 Tuesday 18-19 427
4/8/2008 Tuesday 19-20 481
4/8/2008 Tuesday 20-21 280
4/9/2008 Wednesday 10-11 206
4/9/2008 Wednesday 11-12 312
4/9/2008 Wednesday 12-13 355
4/9/2008 Wednesday 13-14 459
4/9/2008 Wednesday 14-15 420
4/9/2008 Wednesday 15-16 426
4/9/2008 Wednesday 16-17 400
4/9/2008 Wednesday 17-18 468
4/9/2008 Wednesday 18-19 4064/9/2008 Wednesday 18-19 406
4/9/2008 Wednesday 19-20 393
4/9/2008 Wednesday 20-21 336

4/10/2008 Thursday 10-11 279
4/10/2008 Thursday 11-12 474
4/10/2008 Thursday 12-13 396
4/10/2008 Thursday 13-14 517
4/10/2008 Thursday 14-15 520
4/10/2008 Thursday 15-16 464
4/10/2008 Thursday 16-17 422
4/10/2008 Thursday 17-18 509
4/10/2008 Thursday 18-19 595
4/10/2008 Thursday 19-20 609
4/10/2008 Thursday 20-21 517
4/11/2008 Friday 10-11 292
4/11/2008 Friday 11-12 392
4/11/2008 Friday 12-13 632
4/11/2008 Friday 13-14 768
4/11/2008 Friday 14-15 859
4/11/2008 Friday 15-16 791
4/11/2008 Friday 16-17 732
4/11/2008 Friday 17-18 740
4/11/2008 Friday 18-19 856
4/11/2008 Friday 19-20 897
4/11/2008 Friday 20-21 733
4/12/2008 Saturday 10-11 484
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4/12/2008 Saturday 11-12 780
4/12/2008 Saturday 12-13 1079
4/12/2008 Saturday 13-14 1251
4/12/2008 Saturday 14-15 1561
4/12/2008 Saturday 15-16 1709
4/12/2008 Saturday 16-17 1613
4/12/2008 Saturday 17-18 1531
4/12/2008 Saturday 18-19 1366
4/12/2008 Saturday 19-20 1237
4/12/2008 Saturday 20-21 827
4/13/2008 Sunday 12-13 639
4/13/2008 Sunday 13-14 877
4/13/2008 Sunday 14-15 1157
4/13/2008 Sunday 15-16 1348
4/13/2008 Sunday 16-17 1246
4/13/2008 Sunday 17-18 976
4/14/2008 Monday 10-11 183
4/14/2008 Monday 11-12 315
4/14/2008 Monday 12-13 410
4/14/2008 Monday 13-14 412
4/14/2008 Monday 14-15 378
4/14/2008 Monday 15-16 3674/14/2008 Monday 15-16 367
4/14/2008 Monday 16-17 401
4/14/2008 Monday 17-18 411
4/14/2008 Monday 18-19 402
4/14/2008 Monday 19-20 435
4/14/2008 Monday 20-21 274
4/15/2008 Tuesday 10-11 256
4/15/2008 Tuesday 11-12 295
4/15/2008 Tuesday 12-13 358
4/15/2008 Tuesday 13-14 374
4/15/2008 Tuesday 14-15 393
4/15/2008 Tuesday 15-16 372
4/15/2008 Tuesday 16-17 398
4/15/2008 Tuesday 17-18 394
4/15/2008 Tuesday 18-19 504
4/15/2008 Tuesday 19-20 488
4/15/2008 Tuesday 20-21 338
4/16/2008 Wednesday 10-11 300
4/16/2008 Wednesday 11-12 352
4/16/2008 Wednesday 12-13 402
4/16/2008 Wednesday 13-14 444
4/16/2008 Wednesday 14-15 436
4/16/2008 Wednesday 15-16 341
4/16/2008 Wednesday 16-17 476
4/16/2008 Wednesday 17-18 456
4/16/2008 Wednesday 18-19 441
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4/16/2008 Wednesday 19-20 425
4/16/2008 Wednesday 20-21 315
4/17/2008 Thursday 10-11 314
4/17/2008 Thursday 11-12 413
4/17/2008 Thursday 12-13 600
4/17/2008 Thursday 13-14 572
4/17/2008 Thursday 14-15 629
4/17/2008 Thursday 15-16 478
4/17/2008 Thursday 16-17 520
4/17/2008 Thursday 17-18 500
4/17/2008 Thursday 18-19 484
4/17/2008 Thursday 19-20 534
4/17/2008 Thursday 20-21 693
4/18/2008 Friday 10-11 342
4/18/2008 Friday 11-12 531
4/18/2008 Friday 12-13 705
4/18/2008 Friday 13-14 845
4/18/2008 Friday 14-15 831
4/18/2008 Friday 15-16 720
4/18/2008 Friday 16-17 829
4/18/2008 Friday 17-18 773
4/18/2008 Friday 18-19 8834/18/2008 Friday 18-19 883
4/18/2008 Friday 19-20 1102
4/18/2008 Friday 20-21 784
4/19/2008 Saturday 10-11 498
4/19/2008 Saturday 11-12 776
4/19/2008 Saturday 12-13 1186
4/19/2008 Saturday 13-14 1420
4/19/2008 Saturday 14-15 1621
4/19/2008 Saturday 15-16 1633
4/19/2008 Saturday 16-17 1651
4/19/2008 Saturday 17-18 1305
4/19/2008 Saturday 18-19 1326
4/19/2008 Saturday 19-20 1033
4/19/2008 Saturday 20-21 717
4/20/2008 Sunday 12-13 722
4/20/2008 Sunday 13-14 1007
4/20/2008 Sunday 14-15 1323
4/20/2008 Sunday 15-16 1474
4/20/2008 Sunday 16-17 1341
4/20/2008 Sunday 17-18 916
4/21/2008 Monday 10-11 323
4/21/2008 Monday 11-12 294
4/21/2008 Monday 12-13 400
4/21/2008 Monday 13-14 419
4/21/2008 Monday 14-15 401
4/21/2008 Monday 15-16 379
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4/21/2008 Monday 16-17 488
4/21/2008 Monday 17-18 417
4/21/2008 Monday 18-19 509
4/21/2008 Monday 19-20 474
4/21/2008 Monday 20-21 325
4/22/2008 Tuesday 10-11 289
4/22/2008 Tuesday 11-12 342
4/22/2008 Tuesday 12-13 379
4/22/2008 Tuesday 13-14 433
4/22/2008 Tuesday 14-15 383
4/22/2008 Tuesday 15-16 401
4/22/2008 Tuesday 16-17 407
4/22/2008 Tuesday 17-18 472
4/22/2008 Tuesday 18-19 447
4/22/2008 Tuesday 19-20 470
4/22/2008 Tuesday 20-21 325
4/23/2008 Wednesday 10-11 223
4/23/2008 Wednesday 11-12 348
4/23/2008 Wednesday 12-13 419
4/23/2008 Wednesday 13-14 458
4/23/2008 Wednesday 14-15 368
4/23/2008 Wednesday 15-16 3714/23/2008 Wednesday 15-16 371
4/23/2008 Wednesday 16-17 473
4/23/2008 Wednesday 17-18 473
4/23/2008 Wednesday 18-19 492
4/23/2008 Wednesday 19-20 483
4/23/2008 Wednesday 20-21 372
4/24/2008 Thursday 10-11 499
4/24/2008 Thursday 11-12 421
4/24/2008 Thursday 12-13 474
4/24/2008 Thursday 13-14 587
4/24/2008 Thursday 14-15 487
4/24/2008 Thursday 15-16 517
4/24/2008 Thursday 16-17 482
4/24/2008 Thursday 17-18 510
4/24/2008 Thursday 18-19 582
4/24/2008 Thursday 19-20 583
4/24/2008 Thursday 20-21 401
4/25/2008 Friday 10-11 422
4/25/2008 Friday 11-12 673
4/25/2008 Friday 12-13 778
4/25/2008 Friday 13-14 856
4/25/2008 Friday 14-15 979
4/25/2008 Friday 15-16 855
4/25/2008 Friday 16-17 896
4/25/2008 Friday 17-18 802
4/25/2008 Friday 18-19 745
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4/25/2008 Friday 19-20 893
4/25/2008 Friday 20-21 730
4/26/2008 Saturday 10-11 478
4/26/2008 Saturday 11-12 892
4/26/2008 Saturday 12-13 1144
4/26/2008 Saturday 13-14 1505
4/26/2008 Saturday 14-15 1724
4/26/2008 Saturday 15-16 1650
4/26/2008 Saturday 16-17 1790
4/26/2008 Saturday 17-18 1540
4/26/2008 Saturday 18-19 1300
4/26/2008 Saturday 19-20 1082
4/26/2008 Saturday 20-21 897
4/27/2008 Sunday 12-13 727
4/27/2008 Sunday 13-14 1117
4/27/2008 Sunday 14-15 1449
4/27/2008 Sunday 15-16 1458
4/27/2008 Sunday 16-17 1420
4/27/2008 Sunday 17-18 1105
4/28/2008 Monday 10-11 189
4/28/2008 Monday 11-12 292
4/28/2008 Monday 12-13 3664/28/2008 Monday 12-13 366
4/28/2008 Monday 13-14 424
4/28/2008 Monday 14-15 401
4/28/2008 Monday 15-16 434
4/28/2008 Monday 16-17 399
4/28/2008 Monday 17-18 454
4/28/2008 Monday 18-19 514
4/28/2008 Monday 19-20 464
4/28/2008 Monday 20-21 339
4/29/2008 Tuesday 10-11 222
4/29/2008 Tuesday 11-12 317
4/29/2008 Tuesday 12-13 393
4/29/2008 Tuesday 13-14 400
4/29/2008 Tuesday 14-15 436
4/29/2008 Tuesday 15-16 378
4/29/2008 Tuesday 16-17 432
4/29/2008 Tuesday 17-18 481
4/29/2008 Tuesday 18-19 498
4/29/2008 Tuesday 19-20 573
4/29/2008 Tuesday 20-21 331
4/30/2008 Wednesday 10-11 288
4/30/2008 Wednesday 11-12 344
4/30/2008 Wednesday 12-13 461
4/30/2008 Wednesday 13-14 481
4/30/2008 Wednesday 14-15 489
4/30/2008 Wednesday 15-16 410

www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in

157
www.onlineeducation.bharatsevaksamaj.net        www.bssskillmission.in

WWW.BSSVE.IN



4/30/2008 Wednesday 16-17 544
4/30/2008 Wednesday 17-18 591
4/30/2008 Wednesday 18-19 623
4/30/2008 Wednesday 19-20 637
4/30/2008 Wednesday 20-21 477
5/1/2008 Thursday 10-11 477
5/1/2008 Thursday 11-12 490
5/1/2008 Thursday 12-13 541
5/1/2008 Thursday 13-14 574
5/1/2008 Thursday 14-15 590
5/1/2008 Thursday 15-16 501
5/1/2008 Thursday 16-17 589
5/1/2008 Thursday 17-18 638
5/1/2008 Thursday 18-19 652
5/1/2008 Thursday 19-20 740
5/1/2008 Thursday 20-21 526
5/2/2008 Friday 10-11 362
5/2/2008 Friday 11-12 452
5/2/2008 Friday 12-13 654
5/2/2008 Friday 13-14 770
5/2/2008 Friday 14-15 802
5/2/2008 Friday 15-16 7805/2/2008 Friday 15-16 780
5/2/2008 Friday 16-17 791
5/2/2008 Friday 17-18 866
5/2/2008 Friday 18-19 931
5/2/2008 Friday 19-20 1236
5/2/2008 Friday 20-21 914
5/3/2008 Saturday 10-11 508
5/3/2008 Saturday 11-12 813
5/3/2008 Saturday 12-13 1245
5/3/2008 Saturday 13-14 1557
5/3/2008 Saturday 14-15 1752
5/3/2008 Saturday 15-16 1831
5/3/2008 Saturday 16-17 1800
5/3/2008 Saturday 17-18 1696
5/3/2008 Saturday 18-19 1536
5/3/2008 Saturday 19-20 1486
5/3/2008 Saturday 20-21 888
5/4/2008 Sunday 12-13 758
5/4/2008 Sunday 13-14 1078
5/4/2008 Sunday 14-15 1313
5/4/2008 Sunday 15-16 1421
5/4/2008 Sunday 16-17 1374
5/4/2008 Sunday 17-18 959
5/5/2008 Monday 10-11 244
5/5/2008 Monday 11-12 461
5/5/2008 Monday 12-13 610
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5/5/2008 Monday 13-14 646
5/5/2008 Monday 14-15 632
5/5/2008 Monday 15-16 619
5/5/2008 Monday 16-17 536
5/5/2008 Monday 17-18 632
5/5/2008 Monday 18-19 537
5/5/2008 Monday 19-20 575
5/5/2008 Monday 20-21 364
5/6/2008 Tuesday 10-11 198
5/6/2008 Tuesday 11-12 302
5/6/2008 Tuesday 12-13 489
5/6/2008 Tuesday 13-14 546
5/6/2008 Tuesday 14-15 475
5/6/2008 Tuesday 15-16 437
5/6/2008 Tuesday 16-17 446
5/6/2008 Tuesday 17-18 528
5/6/2008 Tuesday 18-19 574
5/6/2008 Tuesday 19-20 540
5/6/2008 Tuesday 20-21 389
5/7/2008 Wednesday 10-11 246
5/7/2008 Wednesday 11-12 360
5/7/2008 Wednesday 12-13 5565/7/2008 Wednesday 12-13 556
5/7/2008 Wednesday 13-14 651
5/7/2008 Wednesday 14-15 590
5/7/2008 Wednesday 15-16 556
5/7/2008 Wednesday 16-17 575
5/7/2008 Wednesday 17-18 684
5/7/2008 Wednesday 18-19 697
5/7/2008 Wednesday 19-20 648
5/7/2008 Wednesday 20-21 565
5/8/2008 Thursday 10-11 397
5/8/2008 Thursday 11-12 545
5/8/2008 Thursday 12-13 622
5/8/2008 Thursday 13-14 691
5/8/2008 Thursday 14-15 709
5/8/2008 Thursday 15-16 761
5/8/2008 Thursday 16-17 794
5/8/2008 Thursday 17-18 941
5/8/2008 Thursday 18-19 1095
5/8/2008 Thursday 19-20 1112
5/8/2008 Thursday 20-21 844
5/9/2008 Friday 10-11 440
5/9/2008 Friday 11-12 554
5/9/2008 Friday 12-13 806
5/9/2008 Friday 13-14 946
5/9/2008 Friday 14-15 981
5/9/2008 Friday 15-16 872
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5/9/2008 Friday 16-17 1030
5/9/2008 Friday 17-18 1164
5/9/2008 Friday 18-19 1208
5/9/2008 Friday 19-20 1380
5/9/2008 Friday 20-21 1146

5/10/2008 Saturday 10-11 841
5/10/2008 Saturday 11-12 1331
5/10/2008 Saturday 12-13 1650
5/10/2008 Saturday 13-14 2066
5/10/2008 Saturday 14-15 2268
5/10/2008 Saturday 15-16 2387
5/10/2008 Saturday 16-17 2419
5/10/2008 Saturday 17-18 2052
5/10/2008 Saturday 18-19 1871
5/10/2008 Saturday 19-20 1932
5/10/2008 Saturday 20-21 1402
5/11/2008 Sunday 12-13 936
5/11/2008 Sunday 13-14 1218
5/11/2008 Sunday 14-15 1558
5/11/2008 Sunday 15-16 1483
5/11/2008 Sunday 16-17 1385
5/11/2008 Sunday 17-18 11375/11/2008 Sunday 17-18 1137
5/12/2008 Monday 10-11 278
5/12/2008 Monday 11-12 345
5/12/2008 Monday 12-13 447
5/12/2008 Monday 13-14 436
5/12/2008 Monday 14-15 577
5/12/2008 Monday 15-16 483
5/12/2008 Monday 16-17 570
5/12/2008 Monday 17-18 525
5/12/2008 Monday 18-19 521
5/12/2008 Monday 19-20 574
5/12/2008 Monday 20-21 361
5/13/2008 Tuesday 10-11 192
5/13/2008 Tuesday 11-12 322
5/13/2008 Tuesday 12-13 380
5/13/2008 Tuesday 13-14 461
5/13/2008 Tuesday 14-15 442
5/13/2008 Tuesday 15-16 471
5/13/2008 Tuesday 16-17 504
5/13/2008 Tuesday 17-18 530
5/13/2008 Tuesday 18-19 467
5/13/2008 Tuesday 19-20 507
5/13/2008 Tuesday 20-21 370
5/14/2008 Wednesday 10-11 206
5/14/2008 Wednesday 11-12 310
5/14/2008 Wednesday 12-13 407
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5/14/2008 Wednesday 13-14 520
5/14/2008 Wednesday 14-15 498
5/14/2008 Wednesday 15-16 467
5/14/2008 Wednesday 16-17 593
5/14/2008 Wednesday 17-18 542
5/14/2008 Wednesday 18-19 540
5/14/2008 Wednesday 19-20 548
5/14/2008 Wednesday 20-21 380
5/15/2008 Thursday 10-11 287
5/15/2008 Thursday 11-12 564
5/15/2008 Thursday 12-13 548
5/15/2008 Thursday 13-14 561
5/15/2008 Thursday 14-15 546
5/15/2008 Thursday 15-16 555
5/15/2008 Thursday 16-17 582
5/15/2008 Thursday 17-18 588
5/15/2008 Thursday 18-19 652
5/15/2008 Thursday 19-20 665
5/15/2008 Thursday 20-21 625
5/16/2008 Friday 10-11 336
5/16/2008 Friday 11-12 542
5/16/2008 Friday 12-13 6755/16/2008 Friday 12-13 675
5/16/2008 Friday 13-14 776
5/16/2008 Friday 14-15 812
5/16/2008 Friday 15-16 680
5/16/2008 Friday 16-17 830
5/16/2008 Friday 17-18 910
5/16/2008 Friday 18-19 684
5/16/2008 Friday 19-20 971
5/16/2008 Friday 20-21 806
5/17/2008 Saturday 10-11 500
5/17/2008 Saturday 11-12 863
5/17/2008 Saturday 12-13 1130
5/17/2008 Saturday 13-14 1498
5/17/2008 Saturday 14-15 1590
5/17/2008 Saturday 15-16 1708
5/17/2008 Saturday 16-17 1773
5/17/2008 Saturday 17-18 1396
5/17/2008 Saturday 18-19 1258
5/17/2008 Saturday 19-20 1195
5/17/2008 Saturday 20-21 866
5/18/2008 Sunday 12-13 733
5/18/2008 Sunday 13-14 1086
5/18/2008 Sunday 14-15 1391
5/18/2008 Sunday 15-16 1665
5/18/2008 Sunday 16-17 1525
5/18/2008 Sunday 17-18 1120
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5/19/2008 Monday 10-11 226
5/19/2008 Monday 11-12 331
5/19/2008 Monday 12-13 415
5/19/2008 Monday 13-14 527
5/19/2008 Monday 14-15 503
5/19/2008 Monday 15-16 546
5/19/2008 Monday 16-17 604
5/19/2008 Monday 17-18 502
5/19/2008 Monday 18-19 532
5/19/2008 Monday 19-20 584
5/19/2008 Monday 20-21 414
5/20/2008 Tuesday 10-11 266
5/20/2008 Tuesday 11-12 362
5/20/2008 Tuesday 12-13 450
5/20/2008 Tuesday 13-14 530
5/20/2008 Tuesday 14-15 558
5/20/2008 Tuesday 15-16 469
5/20/2008 Tuesday 16-17 608
5/20/2008 Tuesday 17-18 640
5/20/2008 Tuesday 18-19 517
5/20/2008 Tuesday 19-20 635
5/20/2008 Tuesday 20-21 5185/20/2008 Tuesday 20-21 518
5/21/2008 Wednesday 10-11 256
5/21/2008 Wednesday 11-12 435
5/21/2008 Wednesday 12-13 503
5/21/2008 Wednesday 13-14 585
5/21/2008 Wednesday 14-15 501
5/21/2008 Wednesday 15-16 439
5/21/2008 Wednesday 16-17 543
5/21/2008 Wednesday 17-18 574
5/21/2008 Wednesday 18-19 661
5/21/2008 Wednesday 19-20 632
5/21/2008 Wednesday 20-21 448
5/22/2008 Thursday 10-11 386
5/22/2008 Thursday 11-12 454
5/22/2008 Thursday 12-13 604
5/22/2008 Thursday 13-14 614
5/22/2008 Thursday 14-15 539
5/22/2008 Thursday 15-16 512
5/22/2008 Thursday 16-17 547
5/22/2008 Thursday 17-18 627
5/22/2008 Thursday 18-19 647
5/22/2008 Thursday 19-20 665
5/22/2008 Thursday 20-21 481
5/23/2008 Friday 10-11 434
5/23/2008 Friday 11-12 647
5/23/2008 Friday 12-13 768
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5/23/2008 Friday 13-14 826
5/23/2008 Friday 14-15 834
5/23/2008 Friday 15-16 904
5/23/2008 Friday 16-17 862
5/23/2008 Friday 17-18 769
5/23/2008 Friday 18-19 741
5/23/2008 Friday 19-20 1006
5/23/2008 Friday 20-21 805
5/24/2008 Saturday 10-11 612
5/24/2008 Saturday 11-12 1017
5/24/2008 Saturday 12-13 1204
5/24/2008 Saturday 13-14 1453
5/24/2008 Saturday 14-15 1662
5/24/2008 Saturday 15-16 1706
5/24/2008 Saturday 16-17 1629
5/24/2008 Saturday 17-18 1521
5/24/2008 Saturday 18-19 1390
5/24/2008 Saturday 19-20 1153
5/24/2008 Saturday 20-21 854
5/25/2008 Sunday 12-13 944
5/25/2008 Sunday 13-14 1201
5/25/2008 Sunday 14-15 14125/25/2008 Sunday 14-15 1412
5/25/2008 Sunday 15-16 1505
5/25/2008 Sunday 16-17 1685
5/25/2008 Sunday 17-18 1316
5/26/2008 Monday 10-11 707
5/26/2008 Monday 11-12 918
5/26/2008 Monday 12-13 1317
5/26/2008 Monday 13-14 1555
5/26/2008 Monday 14-15 1701
5/26/2008 Monday 15-16 1591
5/26/2008 Monday 16-17 1440
5/26/2008 Monday 17-18 1249
5/26/2008 Monday 18-19 841
5/26/2008 Monday 19-20 665
5/26/2008 Monday 20-21 355
5/27/2008 Tuesday 10-11 208
5/27/2008 Tuesday 11-12 315
5/27/2008 Tuesday 12-13 381
5/27/2008 Tuesday 13-14 484
5/27/2008 Tuesday 14-15 429
5/27/2008 Tuesday 15-16 376
5/27/2008 Tuesday 16-17 444
5/27/2008 Tuesday 17-18 408
5/27/2008 Tuesday 18-19 423
5/27/2008 Tuesday 19-20 548
5/27/2008 Tuesday 20-21 419
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5/28/2008 Wednesday 10-11 240
5/28/2008 Wednesday 11-12 381
5/28/2008 Wednesday 12-13 413
5/28/2008 Wednesday 13-14 521
5/28/2008 Wednesday 14-15 496
5/28/2008 Wednesday 15-16 467
5/28/2008 Wednesday 16-17 497
5/28/2008 Wednesday 17-18 544
5/28/2008 Wednesday 18-19 523
5/28/2008 Wednesday 19-20 471
5/28/2008 Wednesday 20-21 426
5/29/2008 Thursday 10-11 288
5/29/2008 Thursday 11-12 474
5/29/2008 Thursday 12-13 517
5/29/2008 Thursday 13-14 563
5/29/2008 Thursday 14-15 564
5/29/2008 Thursday 15-16 583
5/29/2008 Thursday 16-17 562
5/29/2008 Thursday 17-18 582
5/29/2008 Thursday 18-19 619
5/29/2008 Thursday 19-20 638
5/29/2008 Thursday 20-21 4445/29/2008 Thursday 20-21 444
5/30/2008 Friday 10-11 292
5/30/2008 Friday 11-12 459
5/30/2008 Friday 12-13 700
5/30/2008 Friday 13-14 745
5/30/2008 Friday 14-15 794
5/30/2008 Friday 15-16 733
5/30/2008 Friday 16-17 821
5/30/2008 Friday 17-18 722
5/30/2008 Friday 18-19 767
5/30/2008 Friday 19-20 957
5/30/2008 Friday 20-21 765
5/31/2008 Saturday 10-11 593
5/31/2008 Saturday 11-12 782
5/31/2008 Saturday 12-13 1160
5/31/2008 Saturday 13-14 1382
5/31/2008 Saturday 14-15 1671
5/31/2008 Saturday 15-16 1783
5/31/2008 Saturday 16-17 1477
5/31/2008 Saturday 17-18 1346
5/31/2008 Saturday 18-19 1177
5/31/2008 Saturday 19-20 1141
5/31/2008 Saturday 20-21 852
6/1/2008 Sunday 12-13 778
6/1/2008 Sunday 13-14 971
6/1/2008 Sunday 14-15 1419
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6/1/2008 Sunday 15-16 1505
6/1/2008 Sunday 16-17 1413
6/1/2008 Sunday 17-18 994
6/2/2008 Monday 10-11 417
6/2/2008 Monday 11-12 355
6/2/2008 Monday 12-13 467
6/2/2008 Monday 13-14 574
6/2/2008 Monday 14-15 529
6/2/2008 Monday 15-16 510
6/2/2008 Monday 16-17 524
6/2/2008 Monday 17-18 555
6/2/2008 Monday 18-19 608
6/2/2008 Monday 19-20 609
6/2/2008 Monday 20-21 452
6/3/2008 Tuesday 10-11 303
6/3/2008 Tuesday 11-12 357
6/3/2008 Tuesday 12-13 457
6/3/2008 Tuesday 13-14 498
6/3/2008 Tuesday 14-15 555
6/3/2008 Tuesday 15-16 508
6/3/2008 Tuesday 16-17 552
6/3/2008 Tuesday 17-18 6876/3/2008 Tuesday 17-18 687
6/3/2008 Tuesday 18-19 517
6/3/2008 Tuesday 19-20 676
6/3/2008 Tuesday 20-21 424
6/4/2008 Wednesday 10-11 411
6/4/2008 Wednesday 11-12 481
6/4/2008 Wednesday 12-13 552
6/4/2008 Wednesday 13-14 603
6/4/2008 Wednesday 14-15 618
6/4/2008 Wednesday 15-16 642
6/4/2008 Wednesday 16-17 641
6/4/2008 Wednesday 17-18 642
6/4/2008 Wednesday 18-19 659
6/4/2008 Wednesday 19-20 740
6/4/2008 Wednesday 20-21 488
6/5/2008 Thursday 10-11 422
6/5/2008 Thursday 11-12 479
6/5/2008 Thursday 12-13 537
6/5/2008 Thursday 13-14 650
6/5/2008 Thursday 14-15 753
6/5/2008 Thursday 15-16 926
6/5/2008 Thursday 16-17 755
6/5/2008 Thursday 17-18 784
6/5/2008 Thursday 18-19 630
6/5/2008 Thursday 19-20 754
6/5/2008 Thursday 20-21 552
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6/6/2008 Friday 10-11 677
6/6/2008 Friday 11-12 785
6/6/2008 Friday 12-13 760
6/6/2008 Friday 13-14 885
6/6/2008 Friday 14-15 888
6/6/2008 Friday 15-16 1077
6/6/2008 Friday 16-17 997
6/6/2008 Friday 17-18 858
6/6/2008 Friday 18-19 771
6/6/2008 Friday 19-20 1019
6/6/2008 Friday 20-21 743
6/7/2008 Saturday 10-11 713
6/7/2008 Saturday 11-12 907
6/7/2008 Saturday 12-13 1126
6/7/2008 Saturday 13-14 1383
6/7/2008 Saturday 14-15 1607
6/7/2008 Saturday 15-16 1895
6/7/2008 Saturday 16-17 1813
6/7/2008 Saturday 17-18 1490
6/7/2008 Saturday 18-19 1194
6/7/2008 Saturday 19-20 1343
6/7/2008 Saturday 20-21 8756/7/2008 Saturday 20-21 875
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Grocery shopping is more diversified and evolved than ever before. Individuals across the nation 

have access to everything from exotic products to unique delivery services. Often, specialty 

stores have limited locations whereas specialty services have a limited reach. However, two 

retailers have expanded to hundreds of locations while adhering to unexpected market 

positioning for previously untargeted market segments.  

Whole Foods Market and Trader Joe’s have become household names while also 

innovating beyond regional and national traditional chains. Despite comparable size in terms of 

locations, each store’s growth has operated using a very different model. This document will 

address the various facets for both Whole Foods Market and Trader Joe’s in order to understand 

how each business model has won a piece of the market pie and share of wallet.   

Whole Foods Market 

Background and History 

In 1978, John Mackey had a vision to build a store that would meet his desire for whole, 

natural foods as part of the movement away from artificial, processed foods.  Mackey was a 

college dropout, but against all odds he was able to borrow $45,000 in capital financing and open 

his first store for what would become Whole Foods in Austin, Texas.
1
   

By all accounts it has been an incredible success and the most recent annual report (2009) 

reveals that there are 284 stores across most of the United States with a handful in Canada and 

Great Britain.
2
 

 2009 2008 2007 2006 

Sales (000s) $8,031,620 $7,953,912  $6,591,773  $5,607,376 

                                                        
1 http://www.wholefoodsmarket.com/company/history.php 
2 Whole Foods Market Annual Report (2009), pg. 3 
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# of Stores 284  275 276 186 

Store Size (sq.ft.) 37,000 36,000 34,000 34,000 

Weekly Sales (/store) $549,000  $570,000  $617,000  $593,000 

To best understand Whole Foods’ evolution over the last 32 years, it is important to explore a 

variety of facets of the organization, ranging from its distribution networks to retail location 

positioning.  

 

Distribution Networks 

As Whole Foods has increased the number of retail centers that it operates, it has suffered 

concomitant growing pains in efficiently managing distribution of products to its stores.  The 

chain is growing at such a fast rate that it struggles to keep up with demand for products and 

keep shelves stocked.  The single biggest reason for inefficiency is Whole Foods’ almost 

completely decentralized back-end.  It has 12 geographic divisions, a national headquarters in 

Austin, regional distribution centers, bakery facilities, kitchens, seafood processing facilities, 

meat and produce procurement centers and a specialty coffee/tea procurement operation.
3
  Each 

geographic division has its own office, regional president, and oversees its own store network.  

Many outsiders scoff at its supply chain, considering it amateurish and lacking in 

professionalism.  But with ample margins that Whole Foods commands for its products, it does 

not face immediate pressure to enhance efficiencies.   

Dennis Szeszko, an author of this case, had the opportunity to have a private meeting 

with Whole Foods CEO, John Mackey, when he visited MIT at the end of October.  Mackey 

explained that store managers are empowered to make purchasing decisions independently of the 

regional offices.  As a result, it is possible for Whole Foods to buy potatoes from a local farmer 

                                                        
3 Whole Foods Market Annual Report (2009), pg. 10 
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who would never dream of selling his produce to a large grocery chain.  Essentially, Whole 

Foods is differentiated because all products are sourced locally.  

The stores operate under minimal governance and are given maximum freedom to source 

a product mix that is appropriate for their location.  Whole Foods stores operate under the 

premise that they need these freedoms to meet the unique buying needs of its local customers.  

The only governing rule put in place by the corporate office is that stores must not stock products 

with artificial flavors, preservatives, colors, sweeteners, or hydrogenated oils.
4
   

A down side to this local purchasing policy is that consistency is compromised across the 

chain. Every retail location carries a variety of products that distinguishes it from other stores in 

the same chain.  Not surprisingly, it is difficult to achieve economies of scale.   

Supply Chain 

Mackey describes his consumers as being “part of a cult”.  Whole Foods believes that the 

company’s emphasis on perishables and locally-sourced produce differentiates their stores from 

run-of-the-mill supermarkets and attracts loyal and devoted customers.  However, “fresh 

produce” is one of the most challenging product categories to operate due to limited product 

shelf life and high cost of spoilage.  Whole Foods has tried to circumvent most of the problems 

inherent in supplying fresh produce to its stores by sourcing locally and having short and flexible 

supply chains.   

 In the case of fruits and vegetables, Whole Foods has buying relationships with local 

farmers who supply the store with seasonal produce.  Thus, if one farmer is unable to produce a 

sufficient amount of yellow corn or heirloom tomatoes, the shortfall can be made up by another 

farmer. Although challenging to perfect, these short supply chains are agile and difficult for other 

big retailers to duplicate. 

                                                        
4 http://www.wholefoodsmarket.com/values/ 
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 Whole Foods’ seafood sourcing strategy is entirely different.  The company recently 

introduced a seafood supply line for getting wild-caught Alaska salmon from stream to plate in 

less than 48 hours.  The company has an on-site buyer in Alaska who travels to various ports 

fisheries open for the season.  He has long-standing relationships with fishermen and is 

empowered to make purchasing decisions for the entire company. The freshest and highest 

quality “catches of the day” are flown out immediately to fulfill demand in local stores.   

Due to this focus on quality, customers pay a premium for Whole Foods’ one-of-a-kind 

produce selection and quality.  Whole Foods has been derisively labeled by its critics as, “Whole 

Paycheck”, however, indoctrinated “cultists” are happy to pay them.  Whole Foods does not 

compete with other grocers on price and has no intention of ever competing in that arena. And 

since many of its products cannot be found anywhere else, Whole Foods exerts enormous 

leverage in terms of its pricing power.  Furthermore, Whole Foods filters its product offerings 

and only carries pure, unadulterated foods.  This is a strong differentiator which adds value to 

customers.  Although Whole Foods operates in a low-margin industry, its operating margins are 

nearly double those of other large grocery chains.
5
   

Staffing 

Whole Foods encourages decisions to be made at the regional level; regional management is 

better able to understand the needs of local shoppers.  This would seem to indicate that the 

company’s growth is inhibited and that its business model cannot scale. However, Whole Foods 

solves this problem by decreasing the oversight responsibilities given to each regional office as 

the company has grown.  In 2002, Whole Foods had operations in 9 regions of the United 

                                                        
5 http://www.businessweek.com/magazine/content/05_43/b3956106.htm 
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States.
6
  Today, Whole Foods has 12 regional offices.  Thus, as Whole Foods has gotten bigger, 

it has actually gotten smaller.   

Whole Foods has also decentralized the staffing and training of team members.  Whole 

Foods is comprised entirely of inter-related teams; every regional office and every store are 

considered teams.  Even, departments within a store are made up of teams with employees 

assigned to at least one team.  

Along with being inclusive and specialized, these teams are self-directed.  The impetus 

for driving change and improvements doesn’t come from a corporate mandate, but from a grass-

roots effort; excellence is a result of collective success of subordinate teams working to achieve 

company goals.  

Whole Foods views its employees as forming the basis of the company’s competitive 

advantage versus its direct competitors.  The workers are passionate and knowledgeable, and 

infect shoppers with that enthusiasm. This comes at no surprise; in 2010  Whole Foods was 

ranked by Fortune Magazine as no. 18 on the list of the “100 Best Companies to Work For”, and 

is one of only 13 companies to have appeared on the list every year since its inception.
7
  Whole 

Foods provides comprehensive medical care benefits to every one of its employees and their 

domestic partners, and mandates a “living-wage” of at least $13.50/hr to the lowest paid workers 

at its stores.  Moreover, the company caps the highest earning manager’s pay at 19 times the 

average hourly wage, which results in a very flat hierarchy.
 8

  Notably, Mackey, only pays 

himself $1 per year.  Many workers exclaim that working at Whole Foods is like being a member 

of a family (cult?) rather than working in a traditional job.   

                                                        
6 Whole Foods Market Annual Report (2002) 
7 http://blog.wholefoodsmarket.com/2010/01/18-on-100-best-companies-to-work-for-list/ 
8 Lincoln, Keith. “How to Succeed at Retail: Winning Case Studies and Strategies for Retailers”, pg. 163. 
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Inventory 

Whole Foods does not use many enterprise-wide systems to manage inventory or track 

sales.  It is difficult to get information on this aspect of their business because it is not publicly 

disclosed, but as of 2002 the only company-wide software that was used was accounting 

software.  This software reports financial results from the stores, warehouses and regional offices 

up to the corporate offices and is responsible for making all vendor payments. 

   In this modern age it is almost inconceivable for a C-level executive to not have instant 

access to any individual store’s inventory.  Yet, at Whole Foods, physical inventory is not 

tracked at the store level.  Whole Foods stores use a point of sale system to scan and record 

product sales, and it tracks the latest pricing for its products with the use of a master price list.  

However, this software only gives store managers information on what has been sold, and not 

what is on the shelf.  Amazingly, the company orders new product largely based on visual 

inspection or physical count.  The company has recently started to update its ordering procedures 

by the introduction of handheld inventory instruments that can automatically order products as 

they are run out.  However, most store orders are still placed by phone or fax to the distribution 

center.
9
   

Whole Foods was built as a result of acquisitions, and many of the regional offices and 

distribution centers use legacy software that has yet to be integrated with other regional offices 

or the corporate headquarters.  For example, one regional office uses 18 digits to track UPC 

codes on products, whereas all of the others use 13 or 14 digits.
10

  Even if Whole Foods wanted 

to centralize its supply chain, it would not be able to until it upgraded and standardized its 

software at all of the regional offices.  Clearly, if the company has not done so, then the lack of 

                                                        
9 http://misbridge.mccombs.utexas.edu/knowledge/cases/wholefoods/MISBridgeCase-WholeFoods.pdf 
10 http://misbridge.mccombs.utexas.edu/knowledge/cases/wholefoods/MISBridgeCase-WholeFoods.pdf 
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investment means that Whole Foods is serious about having a decentralized purchasing model 

and having individual stores make purchasing decisions.   

 

Quality 

The first core value listed on Whole Foods’ website is “selling the highest quality natural and 

organic products available.” Whole Foods believes that its quality standards are the highest in the 

industry and realizes that in order to ensure product quality at the customer-facing, store level, 

they must trace the quality back through the supply chain, all the way to the source.  They 

provide their suppliers with standardized product profiles and systematically test their suppliers’ 

ability to meet specific quality goals.  Ingredients, freshness, safety, taste, nutrition, and 

appearance are some of the key quality metrics that Whole Foods focuses on.
11

 

 In addition to their own internal quality assurance procedures, Whole Foods relies on 

third party auditors to ensure product quality and safety.  Even though it was not required, Whole 

Foods decided to display its commitment to product integrity by becoming the first national 

certified organic grocer under the USDA’s organic standards.
12

 

Customer Experience 

Whole Foods takes special care to ensure a positive experience for customers on every visit, 

understanding that customers are significant advocates for the business.
13

  They appeal to the 

customer’s senses:  sight, smell, and taste.  From the customer’s first moment in the store, he is 

greeted by the brightly colored display of fresh fruits and vegetables.  As the customer walks the 

aisles, he will often have opportunities to taste samples of certain items on display.  Then in 

                                                        
11 http://www.wholefoodsmarket.com/values/corevalues.php 
12 http://www.wholefoodsmarket.com/values/organic.php 
13 http://www.wholefoodsmarket.com/values/corevalues.php 
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many stores, as he approaches the check-out line, the smells of the buffet-style, self-serve 

department might entice him to grab a bite for lunch in the store. 

 Along the way, this customer will likely encounter several knowledgeable specialists who 

will be eager to help him pick the best cheese or the perfect slice of meat.  Whole Foods believes 

that this level of expertise is essential to achieving their goal of providing excellent customer 

service. 

 When checking out at the cash register, it is Whole Foods’ attention to details that sets it 

apart from the competition.  For example, if a customer is buying a carton of eggs, the cashier 

will open them to make sure that none are cracked.  S/he will even place tape or rubber bands 

around the containers for some items to secure them for their journey to the customer’s home.  It 

is these small gestures that make the customer feel that s/he is getting superior treatment and 

perhaps helps to justify the marked-up prices that s/he will pay. 

Corporate Social Responsibility Initiatives 

Whole Foods is a purpose-driven company, striving to make “green choices” since the opening 

of their very first store.  With a powerful mission, “Whole Foods – Whole People – Whole 

Planet,” it is obvious that this grocery chain has a broader vision than simply making profits.
14

   

Whole Foods supports the community and environment through four main avenues:  

sustainability, wise environmental practices, community citizenship, and integrity in all business 

dealings.
15

   

Sustainability 

Whole Foods has a vision of a sustainable future and chooses to lead by example, creating 

momentum towards this ambitious goal.  The primary emphasis is on organic agriculture with 

                                                        
14 http://www.wholefoodsmarket.com/company/ 
15 http://www.wholefoodsmarket.com/values/corevalues.php 
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special focus on the use of renewable resources and conservational principles.  Whole Foods also 

works diligently to educate customers regarding food properties and safety.
16

 

Wise Environmental Practices 

Whole Foods believes in the “golden rule of environmental stewardship” through reducing the 

company’s impact on the earth, reusing materials whenever possible, and recycling and donating 

items to minimize waste.
17

  Additionally, in April of 2010, Whole Foods committed to reducing 

energy consumption by 25% per square foot by 2015.
18

 

Community Citizenship 

Giving at least five percent of company profits every year to community and non-profit 

organizations, Whole Foods is dedicated to supporting the communities in which they serve.
19

 

Integrity in All Business Dealings 

Similar to the “Respect for People” reinforcing loop that we learned in class, Whole Foods 

understands the benefits of creating strong partnerships based on integrity and fairness.  

Retail Locations and Physical Store Layout 

Physical Store Layout 

The first Whole Foods Market was opened as a small natural foods store after founders John 

Mackey and Rene Hardy saw a need for healthier grocery options in their Austin, Texas 

neighborhood.  Twenty years later, with over three hundred retail locations in North America, 

Whole Foods continues to design each store with the needs of the local community in mind, and 

because of this, there is no cookie cutter model for the Whole Food’s store layout, every Whole 

Foods Market is unique.  In the words of company executives, "Whole Foods Market does not 

                                                        
16 http://www.wholefoodsmarket.com/values/sustainability.php 
17 http://www.wholefoodsmarket.com/values/green-mission.php 

18 http://wholefoodsmarket.com/pressroom/blog/2010/04/20/whole-foods-market%C2%AE-commits-to-reduce-energy-consumption-by-25-percent-per-square-foot-by-2015/ 
19 http://www.wholefoodsmarket.com/values/corevalues.php 
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have a standard store design. Instead, each store’s design is customized to fit the size and 

configuration of the particular location and community in which it is located."    

Retail Locations 

While Whole Foods does customize the design of new stores to fit within the surrounding 

community and location, they do follow a set of loose standards when selecting the site for new 

properties.[1] <#_ftn1>   To ensure ample access to their target consumer segments, they select 

communities with a large number of college-educated residents with no less than 200,000 people 

within a 20-minute drive.  In addition, the site must be large enough to accommodate a 25,000-

50,000 square foot facility with abundant exclusive use parking.  

 

Trader Joe’s 

Background and History 

Throughout its 40+ year history, Trader Joe’s has grown to “344 stores in 25 states and 

Washington, D.C.; and strip-mall operators and consumers alike aggressively lobby the chain, 

based in Monrovia, Calif., to come to their towns.”
20

 The annual sales are roughly $8 billion, but 

are growing at a steady rate. Trader Joe’s is careful about unplanned expansion that could put at 

risk its culture, value proposition, and brand affiliation.  Thus, Trader Joe’s only opened five new 

stores in 2010. 
21

  

Typically, successful and growing organizations are eager to emphasize successes. 

However, insider information about Trader Joe’s is scant, and this is seemingly at odds with its 

image as a “neighborhood store”.  This is mostly a result of influence from Aldi, its privately-

held parent company. Aldi has been reluctant to peel back the curtain on Trader Joe’s business 

                                                        
20 Kowitt, Beth. “Inside the Secret World of Trader Joes.” Fortune Magazine. http://money.cnn.com/2010/08/20/news/companies/inside_trader_joes_full_version.fortune/ August 
2010 
21 Ibid 
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model, and they are highly secretive about its business operations, supplier information and 

internal logistics.   

However, enough is known about the grocery chain to take a peek under the hood of the 

low-cost, yuppie-loved phenomenon.  At the core of the Trader Joe’s “way” is a focus on cost-

control, simplicity and fun.  These company objectives are woven throughout each aspect of its 

business that has enabled Trader Joe’s to create a truly unique customer experience offering 

high-quality gourmet food at low cost in a fun environment that keeps customers coming back 

for more.  To best understand this strategy, we will examine all areas of the organization – 

ranging from distribution networks and supply chain, to corporate social responsibility and 

physical store layout.  

 

Distribution Networks 

Trader Joe’s manages its distribution networks by minimizing the number of hands that touch the 

product, thereby reducing costs and making products quickly available to their customers.  

Trader Joe’s orders directly from the manufacturer.  The manufacturer, in turn, is responsible for 

bringing the product to a Trader Joe’s distribution center.  At the distribution center, trucks leave 

on daily resupply trips to local  stores.  Because of the average store’s small size, there is little 

room for excess inventory, and orders  from distribution centers need to be incredibly precise.  

This quick and efficient distribution process is directly responsible for helping the company 

identify where to locate new retail stores.  Texas and Florida have cities with consumers that 

Trader Joe's covets, but insiders say the current distribution infrastructure in those states makes it 

difficult for the company to efficiently resupply products to stores.
22

  Trader Joe’s strategy of 

implementing a low-cost and efficient distribution network has contributed to the 

                                                        
22 Ibid 
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democratization of gourmet foods by making them more readily available to customers at all 

income levels.
23

 

Supply Chain 

Trader Joe’s has a unique relationship with its suppliers.  By most accounts, Trader Joe’s 

is a “supplier’s dream”
24

 Trader Joe’s manages its relationship with suppliers predicated on 

enormous levels of trust and secrecy.  The company always pays on time, offers a transparent 

procurement process, and doesn’t charge shelving fees like traditional grocers.  Additionally, it 

will offer manufacturers detailed specifications for new products along with the price it will pay, 

but then leave it up to the vendors to create innovative high-quality items.
25

  In return, Trader 

Joe’s expects a high level of secrecy from its suppliers, even going so far as to force them to not 

publicly acknowledge their business relationship. Trader Joe’s does this because it doesn’t want 

other vendors, customers or competitors to know where it gets its products. In most cases 

vendors agree to this cloak of secrecy because they are typically producing a lower-cost version 

of a product for Trader Joe’s than for their other customers, and they do not want to cannibalize 

sales of that product that are sold at other grocers.  

Another important way that Trader Joe’s manages its supply chain is by relying on its 

successful private-label brands.  This strategy not only lets Trader Joe’s differentiate against its 

competitors and reduces its marketing costs, but selling their own in-house brands reduces the 

number of SKUs in its stores.  This collapses the number of supplier relationships and leads to a 

more efficient and controllable supply chain. 

Staffing 

                                                        
23 Lewis, Len. The Trader Joe’s Adventure: Turning a Unique Approach to Business to a Retail and Cultural Phenomenon. 2005. 
24 Kowitt, Beth. “Inside the Secret World of Trader Joes.” Fortune Magazine. http://money.cnn.com/2010/08/20/news/companies/inside_trader_joes_full_version.fortune/ August 
2010 
25 Lewis, Len. The Trader Joe’s Adventure: Turning a Unique Approach to Business to a Retail and Cultural Phenomenon. 2005. 
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One of the most important ways that Trader Joe’s has maintained its success is by being 

sure to pick the right employees.  Trader Joe’s generally believes that a happy work force creates 

happy customers, and the company does everything to foster this virtuous circle.  To control 

costs, Trader Joe’s keeps its payroll down by having a lower head count in each location per 

dollar sales than its competitors.
26

  But it doesn’t sacrifice cost for quality. Trader Joe’s invests a 

significant amount into its employee relationships, making it consistently one of the most 

popular places to work, as evidenced by the large number of applicants for jobs there.  For 

example,  one store alone received 500 applications for just 50 openings.
27

  Why is Trader Joe’s 

such a great place to work?  Because it offers above-average compensation and fosters a 

company culture that is focused on collaboration, autonomy and fun. 

Compensation 

Trader Joe’s pays above-union wages: as of 2010 full-time crew members started at $40-

$60,000 per year and store managers earn in the low six figures.
28

  Trader Joe’s also extends 

significant benefits to its employees that include health insurance, a generous employee discount 

and performance evaluations every six months with the potential for pay increases.  

Collaboration & Autonomy 

Trader Joe’s has a very selective screening process and seeks talented and motivated 

employees who shares its passion for food and can provide a high level of customer service.
29

  

Trader Joe’s has high expectations from its employees and expects them to multi-task without 

regard to their job description.
30

  This collaborative work environment is valued by employees. 

Also Trader Joe’s has a Leadership Development Program designed to empower employees to 

                                                        
26 Lewis, Len, “Fostering a Loyal Workforce at Trader Joe’s, Workforce Management,” http://www.workforce.com/section/recruiting-staffing/feature/fostering-loyal-workforce-
trader-joes/ June 2005 
27 Ibid 
28 Kowitt, Beth. “Inside the Secret World of Trader Joes.” Fortune Magazine. http://money.cnn.com/2010/08/20/news/companies/inside_trader_joes_full_version.fortune/ August 
2010 
29 Ibid 
30 Lewis, Len, “Fostering a Loyal Workforce at Trader Joe’s, Workforce Management,” http://www.workforce.com/section/recruiting-staffing/feature/fostering-loyal-workforce-
trader-joes/ June 2005 
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make their own decisions about store operations, and a Trader Joe’s University designed to train 

employees in areas such as marketing and communications.  

Fun 

Fun is a basic tenet of employee management at Trader Joe’s.  First, Trader Joe’s labels 

its work staff as “captains” and “first mates” for store managers, “novitiates” for supervisors-in-

training, and “crew” for the rest of the staff.  Employees go to work in Aloha shirts and seem to 

truly enjoy what they do.  Being a part of Trader Joe’s is almost like being a member of a cult.  

As Neil Stern, vice president of McMillan/ Doolittle in Chicago says, "It’s not only about the 

product but also an attitude and lifestyle that extends to people in the store… this makes them 

[Trader Joe’s workers] markedly different from employees in traditional supermarkets. It’s like 

being part of a club.” 
31

 

Inventory 

Trader Joe’s primary success factor has been its inventory sourcing and pricing model. 

Specifically, Trader Joe’s limits its stock to specialty products that it can sell at very low prices. 

This is done by purchasing large quantities of specialty goods (that do not interest conventional 

supermarkets) and thereby securing low prices.  This allows customers to purchase unique 

products while guaranteeing value.  This strategy also means that customers buy more because 

Trader Joe’s sells twice as much per square foot when compared to other supermarkets. 
32

 

Quantity 

Trader Joe’s focuses on a smaller range of products.  Typically it will carry around 2,000 SKUs 

when compared to a typical grocery store that carries upwards of 30,000. 
33

 This small figure is 

                                                        
31 Lewis, Len, “Fostering a Loyal Workforce at Trader Joe’s, Workforce Management,” http://www.workforce.com/section/recruiting-staffing/feature/fostering-loyal-workforce-
trader-joes/ June 2005 
32 Palmeri, Christopher. “Trader Joe’s Recipe for Success.” Business Week. http://www.businessweek.com/magazine/content/08_09/b4073058455307.htm. February 2008.  
33 Ibid 
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likely exacerbated by the size of the store (one-third the square footage of an average 

supermarket) and cramped aisles.   

Quality 

Trader Joe’s has an innovative approach to ensuring product quality. 80% of products are private 

label, whereas the typical grocery store carries only 16%. While this means that many big-name 

brands are not sold in their stores, Trader Joe’s instead focuses on developing customer loyalty to 

its own brand.  

For example, a typical store may be copiously supplied with healthy foods, vegetables 

and whole grains, but there is a marked predilection towards offering a greater selection of 

organic produce. Additionally, Trader Joe’s stays true to yuppie-but-price-conscious roots by 

offering products that fulfill the needs of an ever-evolving palate. Finally, Trader Joe’s seeks to 

bring innovative spins on ethnic cuisine, naming them based on cultural affiliation (Trader 

Giottos for Italian food, Trader Joe-San for Japanese food).  In fact, the unique selection leads to 

the development of new staple items (hummus) while also expanding perspectives for savvy 

customers.  Interestingly, even wealthy customers flock to Trader Joe’s to shop for food, 

including famous celebrities. 
34

 

Customer Experience 

Typically, grocery store shopping is a chore. The original founder, Joe Colombe, decided that 

going to the grocery store could be radically improved by offering an authentically enjoyable 

experience to the customer. Joe’s vision of making food shopping fun was enabled by worker 

adjustments, process redesigns, and some physical changes to the store atmosphere.  

                                                        
34 Kowitt, Beth. “Inside the Secret World of Trader Joes.” Fortune Magazine. http://money.cnn.com/2010/08/20/news/companies/inside_trader_joes_full_version.fortune/ August 
2010 

www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in

308
www.onlineeducation.bharatsevaksamaj.net        www.bssskillmission.in

WWW.BSSVE.IN

http://money.cnn.com/2010/08/20/news/companies/inside_trader_joes_full_version.fortune/


17 
 

Trader Joe’s makes grocery shopping fun by prefacing employee’s names with nautical 

titles (e.g. captain, first mate, etc) and wearing Aloha shirts. Product returns are welcome at all 

times, and the employees are actually helpful.  Also, the use of a bell replaces the use of an 

intercom. Hand painted signs and wood-paneled walls further promote a “getaway” feeling as 

opposed to the typical aseptic and quotidian grocery store.  Finally, to speed up the check-out 

process, all products are sold as units (rather than by weight), and the use of conveyor belts and 

individual lines is non-existent. Quite literally, it is first come: first serve.  

Corporate Social Responsibility Initiatives 

In the past, Trader Joe’s has been criticized for trailing its competitors in terms of making strides 

to be more sensitive to the environmental impact of its operations.  As a result, Trader Joe’s has 

recently committed to a series of initiatives that will take effect by December 2012, at the latest. 

Specifically, the company will seek to address over-fishing concerns in terms of which fish 

species it chooses to sell, and work with scientific and environmental organizations to shape new 

store policies. 
35

   

 

Retail Locations and Physical Store Layout 

Generally, Trader Joe’s are located in areas that are replete with the demographic known as 

“bourgeois bohemians”.  Its newest retail locations include East Village and Chelsea locations in 

Manhattan. Although it was questioned whether Trader Joe’s could survive in these areas, the 

prevalence of urbanites and twenty-somethings (who care little about the limited selection of 

diapers and detergents at Trader Joe’s) find low-cost ways to refine their palates.  

  

 

                                                        
35 Kaiser, Chris. “Trader Joes: How Not to Approach Sustainability.” http://www.triplepundit.com/2009/07/trader-joes-how-not-to-approach-sustainability/ July 2009 
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Typical locations are in “out of the way spots,” where rents are cheap and value can be 

transferred to the consumer. Although these are not high-rent locations, the reason that rents are 

low is because they are spaces not specifically designed for grocery locations. Commensurate 

with the “so-so” retail locations, Trader Joe’s prefers to rent and/or lease space rather than 

purchase outright. This is likely due to the minimized store requirements that stipulate less room 

for fresh produce, fewer SKUs, and a claustrophobic feeling of cramped grocery lanes.   
36

 

 

In conclusion, Trader Joe’s and Whole Foods are grocery retailers who have managed to 

take novel ideas and scale them across the nation. However, the method in which each chain has 

decided to bring products to consumers has varied widely. Particularly in terms of inventory 

management and supply chain organization, these companies vary to a wide extent. But what has 

made these two chains so successful, in our opinion, is what they have the most in common: their 

commitment to their customers, to their employees, and to their definitions of quality.   Through 

this commitment, as well as their unique value propositions, they have successfully managed to 

turn the grocery retailing industry on its head, and have forced traditional grocery stores and their 

customers to re-evaluate their definitions of what constitutes a positive customer experience.  

 

                                                        
36 Lewis, Len. The Trader Joe’s Adventure: Turning a Unique Approach to Business to a Retail and Cultural Phenomenon. 2005.  

Category Whole Foods Trader Joe’s 

Background/History Publicly-held, 284 stores, 1976 Privately-held, 344 stores, 1970’s 

Distribution Networks Decentralized Centralized 

Supply Chain Quick, nimble and versatile Private labels, extreme secrecy 

Staffing Cult-like, employees love it Cult-like, employees love it 

Inventory Poor inventory management Incredible inventory management 

Quality Incredible selection and quality Incredible quality but poor selection 

Customer Experience Appeal to senses Kitschy and campy 

Corporate Social Responsibility Leader in sustainability/ environment Laggard 

Locations and Store Layout Large, open, beautiful Cramped, in bad locations 
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I. Abstract:  

Innovations have emerged albeit slowly in the health care industry with a slower clockspeed 

owing to high risks and costs of delivering „health‟, commonly considered a „public good‟, and 

therefore subject to access and affordability concerns. These range from innovations in service 

delivery as in the case of Cleveland Clinic; to specializing in a particular „kind‟ of service, such 

as in the case of Shouldice Hospital; to further disrupting the traditional model by „retailing‟ 

simple health services, as is the case with CVS MinuteClinic. In this paper, we undertake a 

comparative study of the two divergent health services models of the Cleveland Clinic, a large 

hospital network system, and CVC MinuteClinic, a growing „chain‟ of retail health services. In 

comparing the two cases, we first examine their business strategies and models, followed by an 

assessment of the two operations strategies and system designs highlighting their alignment with 

the companies‟ business strategies. We then analyze the strengths and weaknesses of the two 

service models focusing on the role of operations in internally and externally supporting the 

companies. Finally, we build on the challenges noted and present recommendations for the two 

companies going forward. The analyses presented in this paper, particularly, the section on 

strengths and weaknesses have been drawn from the two frameworks for assessing service 

companies – The Four Things a Service Business Must Get Right (Frei, Francis) and A Frame for 

Analyzing Service Operations (Bitran, Gabriel) 

 

II. Cleveland Clinic and CVS MinuteClinic: Background, Business 
Strategy, and Model 
 
In this section, we assess the Cleveland Clinic and CVC MinuteClinic businesses by providing a 

brief background for the two companies and describing their business strategy and models. A 
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comparative summary is presented to facilitate an understanding of the differences in the 

business models of these two different health care delivery companies. 

Cleveland Clinic 

Cleveland Clinic (CC) was founded as a nonprofit, group practice in 1921, at a time when 

medical care took place in individual doctor‟s offices.  Its founders served together as front-line 

surgeons in World War I, where they realized that working together to provide integrated, multi-

specialty care to patients was effective.  Clearly, the group practice model has endured and is 

now the predominant form of American health care delivery.  CC also endured, blossoming one 

of the country‟s largest health care centers with 27 community health centers, as well as three 

affiliate hospitals (Exhibit 1).   

Business Strategy 

Service Offering: CC is known for delivering cutting edge, high-touch care.  The institution‟s 

leaders designed a service offering that correctly aims to deliver experiences that customers want 

to have at a hospital, resulting in an attractive and competitive service offering1.   

 Products/Services: CC offers high-quality medical care to its patients. Patients receive care 

within a “Patient First” context, where organizational culture and systems implore staff to 

exceed customer expectations and continuously improve care. The system has also been the 

site of major medical innovations, most notably advances in thoracic surgery, which allow 

the Cleveland Clinic to deliver the most advanced care in several specialties (Exhibit 2).        

 Market Segmentation: CC serves both patients and the doctors who refer patients to CC for 

specialized hospital care. CC treats patients with variety of conditions, needs, education, and 

                                                             
1 Frei, Francis.  The Four Things a Service Business Must Get Right.  P. 4. 
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resources and does not selectively target any specific segment. The Clinic‟s notoriety draws 

customers from across the United States and world.   

 Differentiation: CC differentiates itself with its multi-disciplinary, patient-centric care.  

Traditionally, health care units have rotational and linear care.  Instead CC employs a team-

based care structure with Care Team and Specialty Centers.  Its hospitals also provide a layer 

of service beyond basic care because of its patient-centric culture.   

Value Proposition:  CC offers high-touch, integrated, comprehensive, and continuous care to a 

diverse set of patients. Moreover, their medical center‟s integrated community health facilities 

allow patients to conveniently triage their healthcare needs, often visiting the health centers for 

primary care and hospitals for more advanced treatment.   

Financing/Revenue Model: This non-profit healthcare center is financed by a mix of sources 

including insurance, government programs, grants, philanthropy and a recently levied service fee 

for outpatient appointments of $55 per visit2. In the recent past, revenues have hovered around 

$4 billion and the hospital has struggled to balance its operating budget.  

Performance 

According to US New and World Report rankings, the Cleveland Clinic has performed extremely 

well among peer US hospitals, ranking third in the nation in 2006.  Their performance can be 

assessed based on customer satisfaction, growth, financial stability, and service innovations. 

                                                             
2 Elliott, Victoria Stagg.  Facility fees added to patient bills have some crying foul.  American Medical News.  
American Medical Association.  April 10, 2009.     
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Customer Satisfaction: CC has consistently earned high marks for customer satisfaction, scoring 

it in the 80th percentile of the American Customer Satisfaction Index (ACSI) 3.  

Growth: Over its 90 year history, CC has grown from a small group practice to the second 

largest medical practice in the world.  Its leaders are charting a future growth path overseas, 

currently working to open Cleveland Clinic in Abu Dhabi in 2012.  Growth prospects look strong 

for the organization as they raise investment capital and investigate future international deals. 

Financial Stability:  While CC is looking to expand internationally with the use of philanthropic 

funds and wealthy investment partners, its domestic financial stability is still somewhat tenuous. 

Service Innovations: At CC, service innovations are systematically pursued through a 

combination of research, teaching, and special programs.  As a result, CC has created the highest 

number of patents per research dollar spent in the US, meaning this institution contributes more 

to the advancement of modern medicine than other top American hospitals (Exhibit 2).  

CVS MinuteClinic 

MinuteClinic, a subsidiary of CVS Caremark Corporation, is the largest provider of retail health 

clinics in the United States with a network of 563 clinics in 26 states, including 100 seasonal 

clinics. CVS bought MinuteClinic in 2006 and integrated the clinics in its network of 

pharmacies. Prior to 2002, MinuteClinic was known as QuickMedx. The first QuickMedx 

centers opened in Minneapolis-St. Paul area Cub Foods stores in May 2000. They focused on 

common medical conditions such as Strep throat, flu, pregnancy testing, etc. Patients paid cash – 

much less than at urgent care, emergency or other health care centers. 

                                                             
3 Wood, Debra.  Are We Slipping?  Measuring and Improving Patients’ Satisfaction with Hospital Care. 

Nursezone.com.  May 27, 2010.  http://www.nursezone.com/nursing-news-events/more-news/Are-We-Slipping-

Measuring-and-Improving-Patients%27-Satisfaction-with-Hospital-Care_34278.aspx 
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Business Strategy 

Service Offering: The service offering of CVS MinuteClinic is grounded in the concept of 

“McDoc in the box”. No appointment is necessary and the clinics are open 7 days a week and 

accept different payment options (insurance or out of pocket).  

 Products/Services: MC is a one stop medical center- for fast, cost-effective, convenient, 

reliable diagnosis and treatment services for common illnesses and vaccinations. Various 

MinuteClinic categories of services as well as the specific services are detailed in 

Appendices (Exhibit 3 and 4). 

 Market Segmentation: The market served by the MC is significantly younger - (under 45), 

Female - (known as the seeker for healthcare for themselves and their families). 40% of the 

patients accessing the clinics do not have PCP and greater than 80% of the total has health 

insurance. It also serves the employed individuals due to the service availability after work 

and on weekends. 

 Differentiation: Traditional practices can be characterized as urgent care centers, family 

practices or hospitals. These practices tend to provide full and continuous care to the patients 

with complex conditions. These facilities have the diagnostic ability to either detect patterns 

or to perform problem solving through complex work flows and specialized clinical 

practitioners.  In contrast, CVS MinuteClinic positioned itself as only a diagnostic and 

limited care medical provider accessing the niche demographics that prefers fast, affordable, 

convenient care. They also relied on out of pocket payment mechanism rather than traditional 

insurance claims based reimbursements till 2006.4  

                                                             
4 Currently 170M insured have access to MinuteClinic in US. 
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Value Proposition: MinuteClinic‟s key value proposition is to bring in a disruptive health care 

model that targeted low-risk patients with specific needs by offering standardized diagnostics 

and primary care services such as vaccinations in an affordable, convenient, and fast way. The 

value for the clients is substantial and real. Clinics are highly accessible, located in high traffic 

areas offering affordable prices. The “walk-in” service, low wait times, and ease of payment 

made the service convenient and fast. High quality was afforded through highly reliable 

standardized protocols for testing and other services. Patients were in-charge and were allowed 

to determine appropriateness of visit. 

Financing/ Revenue Model: MinuteClinic is in-network with most major insurers, so patients are 

responsible for either their co-payment or the price listed on the menu. If the patients are insured 

they are recommended to contact their insurance company before the visit to verify coverage, 

including co-payments, co-insurance, or deductibles. If the patients are uninsured or prefer to pay 

out of pocket, MC accepts cash, checks and credit cards. Financial model for MinuteClinic has 

evolved over the years. Initially at MinuteClinic (QuickMedx) patients were charged $35 per 

visit out of pocket. At first, MC did not accept insurance payments; however the demand for 

walk-in convenience led to quick growth, with several large employers asking their health plans 

to include MC in their networks enabling MC to accept insurance payments.  

Performance 

The performance of MinuteClinic can be assessed based on customer satisfaction, financial 

stability, service innovations and growth. 

Customer Satisfaction: The customer satisfaction scores have been better across the board and 

improving. Internal patient impact survey results measuring consumer satisfaction with 

MinuteClinic indicate promising trends with overall satisfaction rating of 94% (Exhibit 5). 
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Growth: MinuteClinic over the years has increased hourly visit rates with 26% year over year 

growth. The total number of clinics in the network currently stands at 563 clinics in 26 states, 

including 100 seasonal clinics, largest for any national retail clinic network. 

Financial: MinuteClinic has seen improved financials –year over year due to the growth strategy 

adopted. The network growth from 5 clinics in 2000 to 563 clinic in 2010 has increased top line 

revenue. The improved hourly visitation rate has enabled the network to achieve better per unit 

costs for the medical services compared with other care avenues for same medical services. A 

September 2009 Annals of Internal Medicine study compared costs and quality of care for three 

common illnesses indicate MinuteClinic prices to be the most competitive (Exhibit 6).  

Service Innovation:  MinuteClinic has continued to position itself at the forefront of retail health 

innovation through the introduction of new services over the years: Expansion into chronic care 

management, addition of physicals, wider range of Vaccinations and flu injections, and 

Biometric screening. 

Comparative Assessment of the Business Strategies/Models 

From a service offering perspective, Cleveland Clinic and MinuteClinic are significantly 

different: CC offers comprehensive, high-touch, continuous, and innovative care whereas CVS 

offers selective, low-touch, discrete, and standardized services. Additionally, CC‟s target market 

consists of customers with varied needs, conditions, and abilities whereas CVS targets 

consumers that have low-risk profile and belong to particular demographics.  
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Table 1: Comparative Value Proposition:  

Attribute CC CVS 

Convenience Low High 

Price High Low 

Risk profile of customers High Low 

Service touch-points Many Few 

Time in care Long-Duration Short-duration 

Complexity High Low 

 

Within these divergent models and value propositions, both the companies differentiate based on 

service delivery. By focusing on integrated care offered through care teams, specialty centers, 

and online health services, CC offers high-quality, innovative, comprehensive care. CVS, on the 

other hand, differentiates itself as a disruptive service model that provides value to customers 

through its fast, affordable, convenient, and low-touch service to those who would have 

otherwise been faced with high-cost, slow, and inconvenient experience in the traditional health 

care delivery systems.  

 

III. Operations Strategy and System Design 

In this section, we assess the operations strategies of the two service companies highlighting the 

service delivery models, systems, and processes used to support their business strategies. 

Cleveland Clinic 

Operations Strategy: CC‟s high-quality medical care and customer service is centered on the 

mantra “Patients First”.  Moreover, CC approaches patient care in a unique way, using Care 
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Teams and Specialty Centers to manage needs in a holistic, multidisciplinary way.  These 

operational structures align with CC‟s business model, enabling its staff to make integrated, 

high-touch service a reality.  Care teams are composed of different health care professionals, and 

led by a nurse rather than a doctor.  Under this arrangement, the Care Team visits a patient more 

often, and a staff member with fewer patients has ownership and knowledge of specific cases.  

This allows the Care Team to provide a high-level of customer service.  In addition, Specialty 

Centers are instrumental in delivering cross-sectional, comprehensive, and integrated care for 

specific diseases. Specialists collaborate on patient care instead of passing the patient between 

silos of specialties. Finally, continuity of care, patient education, and engagement are achieved 

through the online health care management services that are integrated with in-house care.  

System Design and Processes: In order to sustain the operations strategy above, CC has 

established advanced information technology, employee management, and quality management 

systems.   CC has focused on advancing its information technology in order to operate an 

efficient, lower cost administrative system.  Through these advanced systems CC has also built 

tools that allow patients and referring physicians to have continuous interaction with CC staff 

and resources. Examples of these online add-on services are MyChart, MyMonitoring, and Dr. 

Connect. My Chart gives patients access to information about their medical histories.  

MyMonitoring can allow a patient to monitor the functioning of their implanted devices thereby 

avoiding more regular trips to their physician or alerting them if emergency trips are needed.  

Finally, Dr. Connect allows referring physicians to follow the care of their patients at CC so they 

can provide integrated continued treatment when patients return to their offices.  These IT 
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services give customers access to information about their own health and provides efficient, 

continuity of care, which allows CC keep costs down while managing their customers well5. 

The Cleveland Clinic‟s human resource system emphasizes quality over quantity while 

encouraging innovation.  This system design enables and motivates staff to provide service 

delivery in line with the Clinic‟s business strategy, which is crucial to achieving service 

excellence6.  Most hospital systems compensate doctors according to the number of patients they 

see or the number of procedures they bill to insurance companies.  However, CC management 

decides compensation according to the quality of care provided to patients using peer reviews 

and patient feedback as indicators.  This employee management system certainly facilitates CC‟s 

high-quality, high-touch business model.   

Quality management systems have always been a priority at CC.  In 1998, the Quality Institute 

was established to support the high-quality care and continuous improvements that keep this 

health care provider competitive among leading hospitals.  Specifically, this body establishes 

benchmarks for quality care, standardizes quality measurement metrics, and shares best 

practices.  The work of the Quality Institute translated into three main performance initiatives – 

clinically focused teams, World Class Service, and outcomes measurement.  In order to better 

treat high risk, high-volume patient populations the Cleveland Clinic formed clinically focused 

teams of physicians to evaluate the processes these patients go through, and identify areas of 

improvement across the hospital system.  CC launched its World Class Service initiative in 2003 

in order to focus on consistently delivery excellent service across departments, and locations.  

Finally, CC collects outcomes measurement data from patients and publishes monthly reports 

                                                             
5 Frei, Francis.  The Four Things a Service Business Must Get Right.  P. 6. 
6 Frei, Francis.  The Four Things a Service Business Must Get Right.  P. 7. 
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that single out departments that are both underperforming and excelling.  This level of 

transparency distinguishes CC from the rest of the medical community.  These quality systems 

align with CC‟s “patient first” values and quality care model. 

CVS MinuteClinic 

Operations Strategy: CVS MinuteClinic refers to its service model as “McDoc in the box”. This 

service delivery strategy is based on enabling easy and convenient access by locating the clinics 

at high traffic pharmacies, delivering fast and high quality care through streamlined patient 

diagnostics and protocol based treatment processes, cost effectiveness through trained yet lower 

cost workforce of Nurse Practitioners and Physician Assistants.  The partnership with CVS 

pharmacies and continuously improving protocols are key enablers for the exponential growth of 

MC clinics in the past five years. 

Patient access was optimized by the location of the services. The stores are located at high traffic 

pharmacies within CVS system with Walk-in service, 7d/week, evenings/ holidays. In 2000-2007 

the clinics had 1M visits, 2007-current 6M visits, and 8M since inception. The average wait time 

is limited to 5-10 minutes in most cases. The transferability of services is achieved through the 

collocation of MCs in CVS pharmacy premises. Most of the patients can get their medication 

prescribed at the clinic from the pharmacy enabling higher flow of volume of transactions per 

walk in patient. The 5-10 mins limited service delivery duration is well suited to treat a range of 

different conditions while maintaining higher volumes. 

Rigid triaging protocol limits the kind of patients that are treated in the clinics. The patients who 

are insured are expected to contact their insurance company before the visit to verify coverage, 

including copays, co-insurance or deductibles, hence reducing the administrative work load of 
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the medical staff at the clinic. The incorporation of patients in insurance verification empowers 

and sets the expectation of payment, hence reducing the possibility of customer dissatisfaction 

with paying out of pocket if they were already expecting, it also reduces the workload of medical 

staff who can continue to do more value added work for the patients. If the patients are uninsured 

or prefer to pay out of pocket, MC accepts cash, checks and credit cards to enable convenient 

payment mechanism. 

System Design and Processes: MC systems for patients triage and standardize care consist of 

„Click-and Point‟ diagnostics, Information system for patient record, and Pager system to 

manage customer wait times. Every time when a patient visits the facility the patient medical 

information is entered into user‟s electronic medical record, which is maintained by MC. The 

patients themselves or patient‟s PCP can request the information in an electronic format. This 

capability increases the confidence of the patients in the system as their follow-up visits are 

logged to ensure a better visibility for them and their PCP. 

Employee management systems are designed to support the low-cost, low-risk, selective 

services. The service cost effectiveness is derived by their ability to treat simple illnesses by 

having certified Nurse Practitioner or Physician Assistant on staff rotating 3 day 12 hour shifts. 

Each retail clinic has 2 NPs or 1 PA per site at any given time. The medical staff is rotated at 

community care giving institutions to maintain their certifications and enable them to practice 

broad range of conditions which may not be treated at MinuteClinic. The rotation of medical 

staff in community settings ensures that the individual level of competency dose not suffer from 

the regular narrow set of patients treated at MC. Satisfied medical providers are essential to 

satisfied patients.  
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Specific processes such as care protocols and triaging were established to support the rapid, low-

risk, convenient care. The medical staff follows EMR and evidence based triaging and medical 

treatment and diagnostics protocols. This enables the staff to take care of only those patients 

whom the clinic is designed to treat, reducing the medical liability issues and ensuring 

sustainable standards of quality and safety which are integral to consumer satisfaction and trust. 

This ability is vital to delivering comparable services at a much lower cost than at any other 

medical facility. The protocols are continuously updated to reflect best practices; the major 

upside of continuously improving and simple protocols is the reduced levels of errors, lower 

follow up visits and better patient recovery. MC is also dynamically increasing the core service 

offerings to ensure better and holistic patient experience. 

Comparative Assessment of the Operations Strategies and System Designs 

Cleveland Clinic‟s focus on comprehensive, high-touch point, patient-focused care in 

comparison with CVS‟ focus on selective, fast, standardized care drives the companies‟ varied 

operation strategies, that is, processes and systems that support the companies‟ business 

strategies. The service delivery mechanisms and the processes for the two companies as well as 

the employee, IT, and supporting systems for the businesses are compared below:  

 

 CC CVS 

Service Delivery Care teams, Collaborative care and 

treatment, complex diagnoses, 

Online multi-faceted care 

Nurse Practitioners, Standardized tests, 

Referrals onto a different system, High 

level of access (high traffic areas, walk-

in service, low-wait times) 

Processes Multiple Visits by care team, Triage, Care protocols, diagnostic 
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Complex payments, Innovation 

trips, Quality data collection 

process, Simple payments 

Systems Salaried, peer reviewed, 

employers; Paper-less, integrated 

EMR; Quality Institute 

Rotational shifts for Nurse 

Practitioners, Internal Patient Record 

System, Click-and-Point System, 

 

 

IV. Strengths and Weaknesses of the Operation Strategies and System Designs 

In this section, we analyze the strengths and weaknesses of these service organizations, focusing 

particularly on the roles the operations and systems play in aligning the companies internally 

with the business strategies and positioning them externally in the competitive landscape. 

Cleveland Clinic 

Product Offering: CC has defined its customer service around the notion of “patient-first”, which 

expands the „product‟ it offers its customers. Beyond the „core‟ product of diagnosis and 

treatment, CC has significantly enhanced its service product to exceed customer‟s expectations, 

in order to surpass its competitors‟ offerings. Its business strategy to provide high-touch, 

integrated care beyond the core expectations of diagnosis and treatment is supported through its 

operations strategy and management. Care teams and Specialty Institutes highlight CC‟s multi-

disciplinary approach to patient‟s health. The medical service product that results delivers 

enough value to justify the additional cost and distance associated with customers seeking care at 

CC, allowing its hospitals to compete in the external environment. 7 

                                                             
7 Birtran, Gabriel.  A Framework for Analyzing Service Operations. European Management Journal, Volume 11, No. 
3, September 1993. P. 275 
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Market Segmentation: CC serves a highly heterogeneous set of customers.  As such, it has 

designed an operations strategy that thrives on standardization of processes and systems but 

allows innovation, flexibility, and a holistic approach to deal with the diverse customer set. 

While this allows the company to align internally, it could leave the company vulnerable to 

competitors that offer streamlined care that is efficient and cost-effective.  CC should be aware 

of competitive, new entrants with specialized services such as „Shouldice‟ and disruptive 

business models such as „CVS‟ that could exploit this weakness. 

Differentiation: CC continues to expand its service offerings and pursues innovations and quality 

improvements that differentiate it from the competition. Internally, the operations strategy and 

systems support the company‟s business strategy in providing high-quality, complex, cutting 

edge care. Externally, operations and systems support differentiation on these aspects positioning 

CC strongly in the competitive environment. Moreover, its hospitals continue to contour its 

operations strategy and systems taking advantage of the fact that even the most mundane aspects 

of service can be differentiated and provide competitive advantage. 

Operations Strategy, Systems, and Processes: CC has carefully designed employee management, 

quality management, and IT systems that support the high-quality and integrated care crucial to 

its business strategy. The HR system design allows doctors to be able and motivated to provide 

service delivery in line with the CC‟s business strategy, which is crucial to achieving service 

excellence. CC also used quality management systems aggressively to ensure their service 

delivery is consistent with their business strategy and creates a competitive advantage.  Lastly, 

online systems and tools allow CC to compete with e-health care services being offered and also 

create an expanded offering of continuous care creating a niche of comprehensive, on-demand 

health care that is a significant barrier to entry.  A potential weakness with such comprehensive 
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systems is that these systems span all aspects of the company and standardize operations, which 

could undermine flexibility. Modularity has its advantages such as responsiveness to new needs 

or competitive forces. For instance, integration of health care across online and in-house services 

leaves online customer segments with lower-touch care. Finally, high-cost, high-touch operations 

and systems while internally supportive could lead to external weaknesses such as CC‟s financial 

troubles. These concerns are consistent with Francis Frei‟s thesis on service offerings, which 

states “service excellence can be defined as what a service business chooses not to do well”.
8 CC 

attempts to provide a complete offering of high quality services, which is difficult to do 

profitably. 

CVS MinuteClinic 

Product Offering: Limited set of services allow MC to streamline and deliver „retail‟ health care. 

One concern with the service offering at MC is the challenge of keeping up with continually 

changing demands and expectations of customers. As the customer expectations grow, the 

current business and operations strategy will be stressed to balance new patient requirements 

with existing delivery processes.   

Market Segmentation: CVS‟s market segmentation is a key strength that supports its business 

strategy. Its operations strategy allows MC to support this market segmentation by targeting 

customers in particular demographics who value time and money.  A relative weakness in this 

area would be the specificity of the market that the business can target. It is unclear what other 

socio-economic considerations drive customer expectations and if affordability is a main factor, 

future growth could be sensitive to price expectations.  

 

                                                             
8 Frei, Francis.  The Four Things a Service Business Must Get Right.  P. 5. 
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Differentiation: CVS‟s MinuteClinic‟s service hinges on a disruptive business model that has 

enabled customers to benefit from retailing of health care services that were traditionally a 

domain of large medical service providers. As MC grows, the sustainability of the model hinges 

on its continuous defense of this position and in attracting more customers from the traditional 

practices. However, one of the weaknesses of the business model is that the barriers to entry 

from an operational perspective are not significant as discussed under alignment below. 

Operations Strategy, Systems, and Processes: MC‟s process centric service delivery strategy is a 

key enabler in the exponential growth of MC clinics. Customer management through triage 

process and the self-payment system enables MC to serve low-risk customers in a cost-effective 

way. Similarly, the rotation of medical staff in community settings and addition of new services 

to retain NPs has a positive effect of having a satisfied work force and customers. Such 

partnerships with the community also positions MC well to address any emerging entrants with 

similar service offerings.  

Another major strength of the MC model and its operations is the efficient matching of supply 

with demand. Through its screening, data-entry, standardized set of services, protocols based 

diagnostics, and efficient queuing processes, MC has managed to meet the demand effectively. 

By conjoining customer experience at a MC store with shopping or other services at CVS, MC is 

able to better assess the supply patterns and prepare adequately through its staffing decisions. 

The need for MC to drive the volumes to maximum capacity in order to break even makes the 

management of increased resources and ever increasing diversification of customer services a 

major hurdle for future growth.  
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Finally, the internal alignment of the operations strategy and systems with providing low-cost 

affordable care is a significant source of competitive advantage for MC. This enables MC to 

compete cost-effectively with traditional medical systems in the arena of low-risk, primary care 

services. The service delivery and processes can be easily replicated given a new entrant can find 

a partner to collocate the service with. The current standardized systems and protocols do not 

leave room for innovation or flexibility which could be a major weakness if competition emerges 

to offer nuanced diagnostics on similar set of services. 

Comparative Assessment of Strengths and Weaknesses: 

S: Strengths  W: Weakness 

Area CC CVS  

Products/Services S: “expanded” service offering 

beyond core 

 

W: High-cost of comprehensive 

offering and high-touch service 

S: Standardized services to reach a 

niche 

 

W: Susceptible to growing 

customer needs and expectations 

Differentiation S: Multi-disciplinary approach, 

Innovation, Quality 

 

W: Large, slower care similar to 

traditional systems handling all 

patient needs 

S: Disruptive model, „retailing‟ 

health services 

 

W: Low barriers to entry 

Market S: Large target segment 

 

W: Complex variations, needs, 

abilities 

S: Niche segment 

 

W: Volume of customers is an 

issue 

Internal Alignment S: Care teams, specialty center, 

multi-disciplinary teams, 

S: Co-location with CVS, standard 

diagnostics, triage, protocols, out-
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innovation trips, quality institute 

support high-touch, complex, 

integrated business offering 

- IT and online services 

supported comprehensive, 

patient-first care 

 

W: Slows down care per patient 

undermining patient-first”; 

online-services can disrupt 

continuity of care 

of-pocket payments support their 

“fast and convenient” business 

model 

- Employee, IT, and customer 

management allows for low-cost 

care  

 

W: OS strategy and systems may 

be inflexible for growing portfolio 

of services 

External positioning S: Innovations, Quality, and 

holistic service delivery creates 

competitive advantage 

 

W: Delays and cost of care 

affects financial sustainability 

S: Patient access, triage, protocols, 

and nurse practitioner employment 

can threaten primary care services 

 

W: Standardization could 

undermine flexibility as well as 

range of services weakening its 

position vis-à-vis primary care and 

online services 

 

V. Going Forward:  Recommendations 

Building on the assessment of the strengths and weaknesses of the two health care service 

models, we identify key challenges and provide recommendations for future growth of the 

companies in an evolving competitive environment. 

Cleveland Clinic 

CC is operating within a tough financial environment for American health care providers with 

rising costs, and decreasing revenues. CC‟s high-touch, expertly engineered care model provides 
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top quality care that is both expensive and difficult to streamline.  Thus far, this nonprofit has 

been successful in diversifying their funding streams and introducing new patient fees in order to 

balance its budget, however their future sustainability remains in question.  As CC looks towards 

the future and anticipates competition from the likes of Shouldice and CVS, the following 

recommendations will improve their finances without compromising their service brand: 

 Continue to expand internationally for cross-subsidization purposes.  Growth into 

foreign markets makes sense for CC only if these projects are low-risk, involve partners, and 

show large profit margins.  If that is the case, the CC‟s profits should be spent to subsidize 

care in their US operations.  Otherwise, growth increases this great health care system‟s 

world reputation, but doesn‟t fit coherently into their overall business strategy.   

 Maintain hospital care while improving efficiency in community health centers.  CC 

should ensure that community health centers are low cost and profitable.  Their profit can be 

used to fund higher cost hospitals in the organization.  For example, some primary care 

doctors could be substituted with Physician Assistants and Nurse Practitioners in health 

centers.  Moreover, they could standardize and streamline the care offered at these centers in 

a way similar to CVS, referring even moderately complicated cases to their hospitals.  

Clearly, this recommendation deviates from the organizations core values and service 

priorities and CC would have to analyze these tradeoffs before making such a change. 

 Continue to Invest in IT.  CC information technology usage has successfully lowered costs 

and provided continuity of care for patients.  CC should continue to invest in IT in order to 

develop more tools like MyMonitoring, while being mindful of using IT that could decrease 

quality of care within their system.            
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CVS MinuteClinic 

CVS Minute Clinic is competing in a disruptive market place. The barriers to entry are not 

significantly higher. Driving high volume of patients through the clinics is important for 

financial viability. Dependence on a narrow set of services and patient types is at the core of fast 

and low cost service model. Given the existing model and the changing landscape of healthcare 

in US CVS-MC has to deal with many opportunities and challenges. 

 Developing relationships with key integrated delivery systems (IDS) in metropolitan 

areas that are MinuteClinic markets. It is important that CVS develop relationships with 

integrated delivery systems like Partner‟s Health, Cleveland Clinic, Allina and Catholic 

Health West, and St Vincent‟s HealthCare etc. These partnerships will provide multiple 

benefits for the CVS MC: (a) Increased patient flow for minor conditions hence offloading 

the demand for  minor medical procedures ; (b) Enable rotation of its staff with the IDS 

facilities which will ensure higher retention of medical staff, better training and improved 

quality of care, and reduction of costs; (c) Co-Branding can lead to main stream recognition 

for CVS MC and benefits for CVS pharmacy of partnership with big delivery networks; (d) 

Divert patients for minimal procedures to reduce load during periods of peak demand by 

partner hospitals.  

 Develop capability to provide chronic disease management and wellness services. Given 

the Health Reform, PCP shortages and increasing number of chronically sick patients in 

USA, MinuteClinic is well positioned to enter chronic disease market. Expanding services 

for chronic disease management can have substantial long term financial benefits. 

Hypertension, Diabetes, Hyperlipidemia and Asthma can be the focus of initial push. 

MinuteClinic should also focus on wellness, health maintenance and screening services. 
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(Obesity, smoking cessation, mammography) These services can provide significant patient 

volume as most people avoid accessing hospitals for such services due to long wait times and 

visitation restrictions. 

 Implementing IT services as part of a push to deliver virtual medical services. 

Implementing Electronic Medical Records (EMR) and integrating the IT services with IDS 

and PCPs will enable MinuteClinic to have an intelligent monitoring of the patient outcomes 

and enable timely updates to care and triaging protocols. The system will enable the 

MinuteClinic to improve Pay for Performance and Payer HEDIS measures and capitalize on 

the macro push for accountable care organizations. The MinuteClinic will be better 

positioned to enable hospitals and IDS to manage the patients under shared risk and 

capitation payment methods. Finally, integrating the IT services with patients and family care 

givers will enable them to develop virtual medical home services and provide care for 

chronic disease patients at their homes and help them manage their conditions effectively.  

 

VI. Conclusion 

Cleveland Clinic and CVS MinuteClinic offer a contrasting case study of two health care 

delivery models: former charting out a differentiating business model and operations that allow it 

to offer high-touch, complex, integrated care within the traditional model of large health care 

systems and the latter creating a disruptive business model based on „retailing‟ health care to 

targeted set of low-risk consumers. In both cases, the operations strategy including systems 

design and processes such as care teams, quality institute, multi-disciplinary care in Cleveland 

Clinic and triage processes, care protocols, standardization in CVS MinuteClinic, play an 

internally supportive role enabling the companies to pursue their business strategies. They also 
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create a competitive edge mainly through „expanded‟ product offering, care and quality systems 

in Cleveland Clinic and targeted market, „Mc-Doc” in a box services, standard protocols, and 

disruption in MinuteClinic. As they move forward, the companies do have to be cognizant of the 

challenges of their service approaches such as high-cost and low-speed in Cleveland Clinic and 

inflexibility and low-patient volume given limited set of services at MinuteClinic. The 

recommendations we provided offer some avenues to mitigate these risks and in particular be 

aware of the competitive forces shaping the industry. 
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APPENDICES 

 

Exhibit 1: Map of Cleveland Clinic Health System 

 

 

 

 

 

 

 

 

Map of Cleveland Clinic Health System 
removed due to copyright restrictions.
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Exhibit 2: Cleveland Clinics Innovations and Achievements 
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Exhibit 3: Categories of MinuteClinic Services 

1. Minor illness exam 

o Evaluate and diagnose the symptoms and prescribe a medical treatment plan for 

minor illnesses e.g. cough, itchy eyes etc. 

2. Minor injury exam 

o Provide first aid and care for minor injuries e.g. blisters, bug bites etc. 

3. Skin condition exam 

o Evaluate diagnose and treat minor skin conditions e.g. acne, scabies etc. 

4. Wellness and physical exam 

o Perform lab tests, exams and educational support needed to stay healthy e.g. 

asthma screening, physical exams, pregnancy evaluation etc. 

5. Health condition monitoring 

o Help chronic disease patients in between visits to PCPs by performing routine 

tests, reviewing the results, and providing educational support for those 

diagnosed with diabetes, high cholesterol, high blood pressure or asthma. After 

each visit, a record of the patient is sent to the primary care provider to ensure 

continuity of care. 

6. Vaccinations 

o Provide immunizations and a number of common vaccines quickly and 

conveniently. Share the visit summary with the patient‟s primary care provider to 

ensure that immunization records are all in one place. 
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Exhibit 4:  MinuteClinic’s services 

 

 

 

 

Exhbit 5: Customer Satisfaction Ratings for CVS MiniteClinic 

 

Overall satisfaction rating: 94% 

Likelihood to recommend: 95%  

Overall practitioner rating: 95% 

Felt “listened to and respected”: 96% 

Health “explained understandably”: 96% 
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Exhibit 6: Differences of Retail Health Clinics with PCPs 

 

 

Exhibit 7: Comparison of costs for common illnesses for different care avenues 
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1. Introduction 
 

Our report compared the operations of Vapiano and Trattoria, two upscale Italian restaurants in 

Boston, and analyzed the differences in their operations and system designs.  Through onsite 

visits (and actually tried their food and services), interview with store managers, and public 

information research, we were able to explore the operation strategies and assessed the strengths 

and weaknesses of the two operation models.  While not necessarily one was better than the 

other, we analyzed the role of operations in complementing the strategy and the relative 

competitive strengths and weaknesses of each company.  Our paper focus on the following areas 

in our comparison analysis: 

 Service offering 

 Employee management 

 Customer management 

 Funding mechanism 

 Variability management 

 

As much as our team truly enjoyed the food for both restaurants, we also hope that you will 

enjoy the analysis of our report. 

  

www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in

344
www.onlineeducation.bharatsevaksamaj.net        www.bssskillmission.in

WWW.BSSVE.IN



 
15.768 Management of Services: Concepts, Design, and Delivery Vapiano vs Trattoria Il Panino 

 

 

4 

 

2. Operations 

2.1 Vapiano 
 

VAPIANO 

“Va Piano, va sano, e va lontavno” (Go slowly, go healthily, and go far) 

Vapiano provides Italian fast casual dining experience with a nice and hip European setting.  

Originally based out of Germany, Vapiano has already expanded into more than 70 countries 

worldwide with a franchise concept and targeting another 100 expansion in United States, 

Europe and Middle East.  Unlike normal operations of a traditional restaurant, Vapiano has a 

unique interface for customer orders and food preparing process.  In fact, the operation of 

Vapiano is more similar to an upscale fast food restaurant.  All stores have various modern 

architect styles but shared a common theme of having a tree as part of their décor to symbolize 

fresh food and natural beauty.  Vapiano is highly selective in their store locations and only select 

high density downtown location with a nearby attraction (e.g. theater) to catch the high customer 

flow.  Word-of-mouth is the predominant means of marketing whilst they publicize their 

expansion plans with flyers on the food trays. 

Operations 

The restaurant has a particular layout that is optimal for their operations and the floor plan is 

mainly divided between the food section and the beverage bar area.  The food section is 

primarily composed of three separate counters, each individually serving either made-to-order 

pasta, pizza or salad.  The customer flow process can be described with the following flow 

diagram: 
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Upon entry at the register, each customer was given a RFID chip card that will be used to 

process their own orders.  Customers are first greeted at the beverage bar area to enjoy drinks 

before the meals
1
.  The restaurant adopts a free seating policy and customers can choose to skip 

the bar area and go straight to the food sections.  Other than the actual cooking process, most of 

the customer’s experiences in Vapiano are driven by customer’s self-service.  For example, if a 

customer wants to order pasta, the customers will wait at the pasta counter for ordering and enjoy 

the process of how their food is being cooked in front of them.  From Vapiano’s perspective, this 

structure reduces the labor and time required to bring food and drinks to the table.  All food and 

beverage payments are made at the counters through the smart card and you only need to clear 

the bills before you leave Vapiano at the register.  There are limited staffs around the dining area 

and mostly for clearing the trays when customers are finished with their meals.  The major 

customer facing interactions are done through the cooks.  The cooks control the bottleneck of the 

customer flow diagram and manage the flow turnover of the customers. 

 

The number of RFID chip card available is the same as the capacity of the store.  Because of the 

free seating policy, it is common to share tables among customers and this allows Vapiano to 

maximize the use of their seating area.  

 

 

 

                                                 
1
 Not all Vapiano restaurants have their beverage bars before the food section.  Due to the store’s floor plan and 

entrance, the Boston store has the beverage bar on the side. 

Arrival 
Register Bar Food Section Register 
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2.2 Trattoria Il Panino 
 

Trattoria Il Panino 

“Trattoria Il Panino” (The bread roll of a small restaurant) 

Started in 1987, Trattoria Il Panino (“Trattoria”) is the first original trattoria in Boston (which 

means small and traditional restaurant in Italian) that serves authentic Mediterranean and South 

Italian cuisine.  In a sharp comparison with Vapiano, Trattoria is a traditional restaurant with a 

small cozy family-run atmosphere.  Located at the North End of Boston where there is no 

shortage of other Italian competitors, Trattoria consistently ranked top five out of more than 100 

Italian restaurants in the area.  Such success allowed Trattoria to expand to 10 stores worldwide.  

To ensure the authenticity of their food, the menu is designed by their Italian chef with house 

specials on weekends and 50% of their ingredients are supplied from Italy.  In fact, 90% of the 

employees are Italian and most have been with Trattoria over 8 years.  As a relatively small 

restaurant, the customer flow can increase to as many as 500 customers per day during summer 

times.  The owner can simply count on word-of-mouth marketing without any other means of 

marketing as the customer flow is already much higher than the maximum capacity of the 

restaurant. 

 

Operations 

Trattoria accepts both reservation and customer walk-ins. Upon arrival, customers are guided to 

their table by the staff and greeted by the assigned waiter for the table.  All the customer 

interface are done through the assigned waiter.  The waiter plays an important role of the 

medium between the supply from the kitchen and the demand of the customer.  The waiter is the 
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bottleneck of the entire operation and control the information and service flowing in both 

directions.  For example, Trattoria relied on the waiter to recommend the weekly specials while 

the kitchen depended on the waiter to deliver the food and to feedback the needs of the customer.  

The assigned seating setup of Trattoria does not allow share seating among different parties of 

customers.  Such rigidity almost guarantees an under-utilization of the maximum seating 

capacity despite the high traffic customer flow. 
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3. The four things a service business must get right 
 

In this section we compare both restaurants through the perspectives of the paper “The four 

things a service business must get right”. 

3.1 Service Offering 
 

The service offering of the two restaurants we studied is quite different between them, yet both 

are successful and coherent on the experiences they offer to their customers. Vapiano offers a 

modern, stylish environment target at young people on a go. Everything in Vapiano is made to be 

fast, even the music ambience is at a fast pace, yet this restaurant differs from a traditional fast-

food restaurant since it’s environment looks much more modern and luxurious, we classify 

Vapiano as a fast-food restaurant with a socially high end clientele. Trattoria Il Panino on the 

other hand is a typical traditional Italian restaurant, the entire environment is made to feel like 

customers are in Italy, there are pictures of famous Italian people, like Sophia Lauren, bottles of 

wine as part of decoration, a tv screen that shows images of Italy and even the ambience music is 

Italian music. This restaurant is targeting customers that want a cozy, traditional environment 

where they can take their time to enjoy the whole experience, and don’t want to feel pressured to 

eat and leave. 

The quality of food is another factor that differentiates these two restaurants, while at Trattoria Il 

Panino a lot of attention is given to the food, where experienced Chefs try to excel each time a 

new meal is prepared, at Vapiano the goal is to prepare the meal quickly, cooks are not very 

experienced and food is easy to make. As a matter of fact, most of the food at Vapianno is pre-

made and frozen, whereas at Trattoria Il Panino food is fresh and high-quality, for example, the 
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bread is home-made and several products are from Italy. The diversity of the menu and 

elaboration of meals also varies from a low end at Vapiano to a high-end at Trattoria, this goes 

together with the fact that at the latter customers can change their requests in more diversified 

ways than at the former.  

One particularity of Vapiano in terms of customer experience is the fact that customers have to 

do a lot of the work by themselves, like going to get the food and drinks, this has a consequence 

for the service offering that less waiters are needed and there will be little interaction between 

customers and waiters. On the other hand, at Trattoria Il Panino customers don’t do almost 

nothing and just ask what they want to one of several waiters that exists at the restaurant. 

The different service offerings described above results in different price settings for the two 

restaurants, the higher quality service at Trattoria Il Panino where customer is served by a waiter, 

is offered more elaborate meals and is “allowed” to stay and enjoy his dinner for how long he 

wants comes with a premium that customers have to pay at the end, whereas at Vapiano prices 

are lower since it doesn’t offer such premium service as the focus is on time management by 

serving fast meals and  “rushsing” customers to eat and go, this time focus management 

efficiency together with the fact that customers do a lot of the work by themselves, i.e., without 

the need for waiters, also contributes for a lower cost structure and allows Vapiano to 

accommodate lower prices. Nevertheless, Vapiano offers and additional service to its customers 

that allows them to stay longer at the restaurant, this service is the bar that customer can enjoy 

either before or after the meal. With the bar customers are able to spend more time and spend 

more money, this is a service that’s not provided at Trattoria Il Panino. 
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Given the fast pace and high turnover rate at Vapiano there are no need for tables’ reservations, 

customers come and 90% of the time they will find a table, if that doesn’t happen they are 

invited to have a drink at the bar until a table is free. Vapiano controls capacity of the restaurant 

by the number of chip cards that are remaining free, when employees at reception see that there 

are very few chip cards left or none, they know the dining room reached its capacity. Trattoria Il 

Panino has a much lower turnover rate and therefore they rely on reservations to manage 

capacity and customers’ expectations. Trattoria Il Panino adjusts to capacity variability by 

having extendable tables to accommodate more customers. Vapiano doesn’t have this flexibility 

but offers different types of tables and seats  for different customers’ moods, although all are 

modern and stylish. 

One thing that both these restaurants have in common is the attitude of their waiters, who are, in 

both places, very friendly, happy and collaborative. This good attitude of the staff is another 

value proposition of both restaurants that want to offer their customers the most pleasant 

experience. 

A last difference in the value proposition of these two restaurants is regarding discounting 

mechanisms, whereas Vapiano is considering to have personalized chip cards for their customers 

where they can accumulate points for future discounts, Trattoria Il Panino doesn’t consider any 

discount mechanism and even say they are unnecessary.  
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Vapiano Trattoria Il Panino 

Low Price High Price 

Modern and Stylish Decoration Traditional Italian Decoration 

Although it’s Italian food, the environment 

doesn’t feel Italy 
All environment evokes Italy 

Fast Food (Quick Meal Preparation) Meal takes time to prepare 

Simple Italian Meals Elaborated Meals 

Pre-made meals Fresh and authentic Italian meals  

Normal Quality Meals High Quality Meals 

Low flexibility in changing Orders High flexibility in changing Orders 

Fast music playing in the restaurant Slow, Italian music playing in the restaurant 

Few waiters, customers do most of the “work” 
Several waiters that register and bring orders 

to customers 

Have a Bar Don’t have a Bar 

No reservations (capacity is controlled by 

number of chip cards) 
Reservations 

High Turnover Low Turnover 

Personalized chip Cards for future discounts No discounts 

Very good attitude of the staff Very good attitude of the staff 

         Service Offerings of both restaurants 

 

3.2 Funding Mechanism 
 

Funding mechanism is related to the mechanism used for paying the increased cost of the 

excellence a business provides its customers. The easiest way is to charge the customer 

proportional to the service offered to her. One other approach could be having a proactive point 

of view; for example making an investment for the future or considering some expenses to be 

marketing costs. The other could be letting the customer do part of the job and in this way 
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decreasing overhead costs. The two studied restaurants have two completely different approaches. 

Vapiano has taken some tailored strategies for its funding mechanism and Trattoria is a typical 

restaurant in this regard. 

 

Vapiano is a fast food restaurant and so is cost sensitive. There were some obvious ways, which 

this restaurant is using in order to reduce cost and of course at the same time increase efficiency. 

The most considerable fact in this regard is that customers do a lot of work. Customers are 

waiting directly in front of the chef and order their food to the chef; this not only decreases the 

number of people working in Vapiano, but also massively reduces the serve order time. Chefs 

use pre-packed servings and ingredients and in this way can serve a larger number of people in 

less time. Like any typical fast food restaurant, fast music is played in the restaurant and this will 

have psychological impact on the customers to eat faster. Vapiano tried to take the most 

advantage of its space; tables are shared and in this way the number of seats in the restaurant is 

maximized. However, not all the tools Vapiano uses in order to increase efficiency act as 

solutions. For example, they are too fast at cleaning the table, somehow before swallowing all 

the food.  

 

The payment system in Vapiano is with chip card. Each person is handed a chip card after 

stepping the restaurant. The number of chip cards is almost the same as the number of seats in 

the restaurant. There is a bar on one side of Vapiano which could serve people together with food 

or by itself and is a source of revenue by itself. At the times when the chip cards are finished, 

people are directed to the bar and are served drinks until there are enough seats available for 

them. The chip card is worth $50 and gets lost often. But cases are typically not serious, the 
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routine is to trust the customer, and just ask her how much she has spent with the card. The 

future plan is to have tailor-made chip cards for customers, with their name, favorite food, and 

other information on it. Vapiano believes this will help them have a more efficient interaction 

with their customers and tempt them to eat more often at Vapiano.  

 

Trattoria is a typical traditional restaurant. It is not cost sensitive; rather it offers expensive food. 

Customers are served at their tables after their putting order. A typical menu is used for 

presenting different food choices to people, with market prices for certain dishes. Many of the 

servings and ingredients are brought from Italy and special Italian bread prepared specifically for 

Trattoria by a supplier. All of these Italian supplies both increase the quality and the cost of this 

restaurant. In other words, customers pay a premium for the service, quality, and environment 

Trattoria provides for them. There is no discount mechanism, since it is not considered to be 

necessary. The restaurant already has 50% customer retention and word-of-mouth have great 

impact in Trattoria’s marketing. Trattoria does have extendable chairs, in case of need for 

serving large number of people. As was mentioned in the employee management section, 

customers pay tip and the average 20% of paid tip is high enough to prove customer satisfaction.  

 

Vapiano Trattoria Il Panino 

Cost sensitive as a fast food restaurant Expensive food 

A lot of work handled by customers based on direct 

contact with the chef 

Customers served by a servant, with no interaction 

with the chef 

Usage of pre-packed servings and ingredients Usage of rather Italian servings, some broght 

directly from Italy 

Using different fast food restaurant tools for 

increasing efficiency 

Providing the relaxing environment for customers 

to stay as long as they want 
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Sharing tables No sharing for tables 

Fast in cleaning the table Providing enough time for the cutomers to take 

their time 

Payment through chip card Cash or credit card payment 

No tip paid by customers  Tip paid by customers  

Income based on bi-weekly salary Income based on tips 

Steady income of the employees Variable income of the employees 

Word of mouth as the most important marketing 

tool 

Word of mouth as the most important marketing 

tool 

Not calculated customer retention rate 50% customer retention  

Cost-competitive considering the quality of 

service, food, and environment 

Premium for the excellent service, high quality 

food, and Italian environment paid by 

customers 
Comparing Funding Mechanism in Vapiano and Trattoria 

 

3.3 Employee Management 
 

Like many service businesses, restaurants are people intensive and people play a strategic role in 

them. Employee management includes activities such as recruiting, selection, training, 

motivation, job design and in one sentence, all activities that empower employees to do excellent 

job. This concept is studied in terms of what ends up to achieving excellence from two points of 

view – the capability needed for this purpose and the incentive and motivation in this regard. 

Regarding capability, selection and training issues are studied and regarding motivation, working 

environment and payment is studied. 

 

Vapiano is a chain Italian fast food restaurant with franchise system of expansion all around the 

world. It is a self service restaurant and chefs provide direct service to the customers. You can’t 

say the atmosphere of this restaurant is Italian and you don’t see people talking Italian to each 
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other. In Vapiano, recruitment is more based on personality and attitudes, rather than skill. Skill 

can be taken care of by training programs. Vapiano can hire for attitude and train for profession. 

Chefs are usually known to be unfriendly people; but because of the high level of direct 

interaction between Vapiano chefs and customers, this restaurant requires friendly chefs with 

good knowledge of English. For example, since customers encounter many options in Vapiano, 

one thing that is most probable to happen is their having so many questions. It is obvious that 

Vapiano chefs must have very good attitude and be willing to respond to the customers (with 

smile). Training is a strategic issue in Vapiano; each franchise has an orientation period before 

opening and each person goes through an orientation before completely joining the restaurant. 

For example, before opening the Boston restaurant, trainers had a three day training period for 

the Boston employees and stayed in Boston for another two weeks. But the number one issue 

that makes Vapiano’s employees reasonably capable of achieving excellence is attitude and even 

the main focus of the training is on how they should treat customers.  

 

Trattoria is a typical traditional Italian restaurant. The atmosphere of this restaurant is completely 

Italian. 90% of employees are Italian. Recruitment of the chef is a critical issue, since like any 

other Italian restaurant, the chef is the food. Recruitment is based on skill and there is no direct 

interaction between the chef and customers. Training is a strategic issue. All the chefs are trained 

by Italian chefs and other employees have 3-7 day orientation and are trained by the one and 

only chef of Trattoria. The family like working environment of Trattoria is very friendly and the 

crew has been the same for almost 8 years. This friendly environment does imply the good 

working attitude of employees towards customers as well.  
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The number of employees in Vapiano is almost fixed and is proportional to the capacity of each 

branch. Time management is a matter of concern and people are self-controlled and multi-task at 

the same time. For example when there is no customer around, employees make salad dressing. 

There is also job rotation and flexibility in responsibilities and the same person could help the 

chefs, clean the tables, or work in the kitchen at different times. Routine jobs are usually 

exhausting and such nature of work could help bring energy to the working environment. 

Financial incentives in Vapiano are different from typical restaurants in the US. There is no 

tipping system – not even on the receipt desk– instead employees get the benefit of receiving 

their salary checks every 2 week according to wage state law about $ 9-10 per hour. So Vapiano 

could be a good target for people who want to work in a restaurant and are looking for a steady 

income. Note that most of the people who work in Vapiano are part time workers and are either 

students or have another full time job.  

 

There are at least 20 people working in Trattoria. The number of employees in Trattoria is 

flexible and increases during summer and peak time. There are times when the Boston branch of 

Trattoria, by itself, serves 500 customers daily, while it has a capacity of serving about 60 people 

at the same time. Like typical restaurants the base of income for people who work in this 

restaurant is on tip system. The hourly payment in MA for those tipped workers working in 

restaurants is $2.63 and 6 out of 20 receive 20% tip. Tips are not only the major incentive for 

Trattoria employees, but also are a major factor of customer satisfaction. However, there is a lot 

of variability in employee’s income, since there is seasonality in number of customers. Not 

having stable income does have negative impact on employees and people seem to be happier in 

summer, compared to winter. 
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Vapiano Trattoria Il Panino 

Self service Served by servants 

Direct interaction with the chefs No interaction with the chef 

 

Friendly chefs with good knowledge of English Preferrably Italian or trained by Italian chefs, no 

matter if they are friendly or know English 

Recruitment based on personality and attitudes Recruitment based on skill 

Attitude as the excellence point Capability of the chef  

Orientation both for the opening of each franchise 

and for joining of each person   

Orientation for the chef and empolyees before the 

opening of a brach 

Training as an strategic issue Training as an strategic issue 

Helpful working environment (people are multi 

task and help each other) 

Family like working environment 

Self-controlled and multi-task employees, having 

time management as a matter of concern 

Function assigned employees in a teamwork 

working environment 

High employee turnover rate, mainly parttime Low employee turnover rate, mainly fulltime  

Fixed number of employees Flexible number of employees 

Income based on bi-weekly salary Income based on tips 

Steady income Variable income 

Multi-taste atmosphere with American personnel Italian atmosphere with 90% Italian personnel 

Comparing Employee Management in Vapiano and Trattoria 
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3.4 Customer Management 
 

Being both restaurants a service business, customer’s play an active and important role in the 

operational processes, affecting cost and quality of service provided. However the level of 

involvement of customers in the operations and skills demanded from customers in one 

restaurant is quite different from the other. Therefore, the customer management system at 

Vapiano differs greatly from Trattoria Il Panino. At Vapiano customers are very involved in the 

operational processes and they need to have some skills to be able to “operate” in the restaurants, 

customers are the ones that talk with the cook to ask for the food, customers have to go and get 

their drinks, customers should choose the table to seat and also need to know how to operate with 

the chip card when moving around and need to be careful not to lose the card with the risk of a 

penalty. At Trattoria Il Panino we see a more classic system, where customers are much less 

involved with the operational processes, customers are taken to a table, then remain seated while 

the food and drinks come to them, they also don’t need to worry about any chip card and can rely 

on waiters for everything they need.  

Good customer management is vital for Vapiano as the very efficiency oriented processes 

depends largely on customer’s interaction, one example is how Vapiano manages to reduce the 

serve order time by having customers waiting directly in front of the cook, who follows a very 

standardized and fast process to have the meal ready. At Trattoria Il Panino the waiters need to 

serve more than one table making customers sometime frustrated by the time they have to wait, 

the trade off here is that at Trattoria Il Panino waiters will be able to do a more vast service, 

answering more questions or having more flexibility on customers’ orders, than the cooks at 

Vapiano. 
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Vapiano is different from the classical and traditional restaurant and customers need to adapt to a 

new restaurant’s service reality where a lot of interaction is different. Vapiano also relies on the 

customer behavior to its value proposition of fast service to other customers. One thing Vapiano 

tries to manage and accomplish from their customers is the high turnover rate. Some techniques 

used go from the fast music playing that makes customers feel the fast pace and eater faster to 

the point where waiters clean the table as soon as customers finish their meals putting some 

pressure on customers to leave. At Vapiano, contrary to majority of other restaurants, customers 

are not expected to pay tips and no tip is included in the bill. Trattoria Il Panino is a much more 

conventional restaurants as its operations are very similar to other restaurants and customers here 

don’t need to change their behavior from what they are used to. 

  

Vapiano Trattoria Il Panino 

High involvement with operational processes  Low involvement with operational processes 

Customers make order directly to cook Customers make order to waiter 

Customers choose the table to seat Waiters take customers to their table 

Customers need to carry a chip card No Chip card 

Customers are “rushed” to eat and leave Customers remain longer times 

Customers are not expected to pay tips Customers are expected to pay tips  

Table x.x: Customer Management of both restaurants 
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4. Diagnosing Customer Variability 
 

Since the catering business always has to face a range of customer variability, both restaurants 

took specific steps (summarized below) in order to be as effective as possible in managing the 

arrival, request, capability, effort, and preference variability introduced by its customers. 

 VAPIANO TRATTORIA IL PANINO 

Arrival 

 Self-Service Options 

 No Reservations 

 Table sharing 

 Lower cost labor 

 Personnel cross functions 

training and rotation  

 Pre-packed food 

 Separate bar area (queue) 

 Employees on hand 

 Reservations 

 Extendable Tables  

 Outsourced Valet Parking  

Request 

 Fixed Menu 

 Limited service breadth 

 Low-cost specialized labor 

 Cooking areas targeted on 

customers requests 

 Flexible Menu 

 Employees handle many types 

of request 

Capability 

 No special knowledge on 

Italian meals 

 Require knowledge on their 

service interface 

 Customer direct interaction 

with the cook and the cooking 

process 

 Require knowledge on Italian 

meals 

 No knowledge on their service 

interface 

Effort 
 Self-service options with 

extensive automated 

processes 

 Waiters do the work for 

customers 

Preference  Fast and efficient dining 

experience 
 Quality on food and service  
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Traditionally, managers in service businesses have to either accommodate customer variability 

and increase the operational costs, or refuse to do so and risk customer defection. However, both 

restaurants introduced low-cost accommodation and uncompromised reduction strategies for 

managing customer variability that enabled them overcome some of this trade-off. By extended 

self-service options, lower-cost labor, and limited service breath, Vapiano well managed to 

position itself above the classic trade-off diagonal, which lets the restaurant offer a high level of 

accommodation at low costs without damaging customer service experience. Even though 

Trattoria’s customer variability management system resembles more the classic model, it also 

uses some low-cost and uncompromised reduction strategies. Outsourcing the valet parking 

function and having extendable tables options positions Trattoria’s customer variability 

management slightly above the classic trade-off diagonal.          
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