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The West Coast Plant Case
A machine tool company, American Drill and Swage Corporation, had three plants, two on the east coast and one on the west coast. For years these plants had operated independently of each other, making essentially the same products, but serving different regional markets. Then the company decided to manufacture machines that had many more components than previous models. The company's vice president for manufacturing, Peter Andros, decided that rather than continue the previous pattern of making the entire product line at each of his plants, which would have required very expensive refitting, he would have each plant specialize in making certain parts. The plants would ship these parts to each other and gradually assemble the entire unit. Andros reasoned that transportation and communication were reliable and that the cost of these would be considerably less than the cost of refitting all three plants extensively. He spoke of his strategy as "using the truck lines as my warehouse" and of keeping most of his parts inventory "on the road."


Of course, the plan was predicated on the ability of each plant to supply the necessary parts at the appropriate times. This depended on both manufacturing and shipping schedules. Andros instructed each plant manager to carefully estimate the rate at which parts production could be built up during the first year of the plan. He then determined that these schedules could fit together nicely with a reasonable reserve capacity at each plant to cope with expected shortages. Truckloads of finished parts were to leave the west coast plant every night for arrival five days later at the eastern plants and vice versa. In the event of delays, air shipment could be used. Only small inventories were to be kept at any one plant. He then persuaded the president and his top management colleagues that the plan was feasible and more cost-effective than any alternative plan. It went into effect on September 1 of that year.

1. Evaluate the advantages and disadvantages of Andros' plan. Is it realistic? Would it be better, in the long run, to make each of the three plants fully capable of operating independently of the other two?

By mid-October it was clear that something was wrong.  The west coast plant was not increasing production at the planned rate.  This was beginning to cause shortages at the eastern plants, which were only partly alleviated by air shipment.  For example, parts shipped by air on a Wednesday night would arrive Thursday, thus solving Thursday's problem but creating another shortage the following Monday, the day for which they were originally destined for delivery.


As long as production was behind schedule, air shipment only postponed shortages instead of eliminating them, and made further air shipments necessary to cope with the deferred shortage, thus raising transportation costs considerably above plan.


Andros realized that unless the production problems on the west coast could be solved quickly, he would have a major problem on his hands and might have to cut back production schedules at all three plants. This would mean slowing delivery schedules, thus exposing the order backlog to competitors who offered products that they claimed were "nearly as good" and that in any case could be delivered earlier. Andros foresaw the probable effects as reduced cash flow, a lower-than-planned return on investment at the underutilized eastern plants, and a need to lay off workers in the East while adding them on a temporary basis in the West.  These effects could have a significant negative impact on profits.  Realizing the importance of correcting the underlying problem as quickly as possible, the vice-president caught the night flight to the west coast.

2. Is Andros overreacting? Is it not, after all, quite normal for new plants and new products to encounter start-up problems? 
3. What contingency plans should Andros be considering as he flies out to the west coast?
Meister’s Explanation

Elmer Meister, the west coast plant manager, assured Andros that everything was under control. The slower-than-planned growth in production, he said, was due to a variety of unfortunate but minor problems, all of which were being cleared up. He cited some examples: a small fire had shorted out part of the electrical system, and an epidemic of chicken pox had closed several local schools, forcing some mothers who were employed as assemblers to stay home. In brief, Meister attributed most of his misfortunes to "acts of God" and assured Andros that such problems were unlikely to recur. The vice president was not entirely convinced by this explanation, but he respected Meister and—somewhat against his better judgment—flew back to corporate headquarters without taking any action.

4. What are the advantages and disadvantages of Andros' decision to take no action at this time? If it would have been preferable for him to do something, what should he have done?
The Problem is Uncovered

Two weeks later the situation was continuing to worsen. Burt Loomis, the company president, demanded that Andros "do something.” Andros returned to the western plant, where once again Meister pleaded bad luck and offered his assurances that the situation would change. This time, however, Andros insisted on seeing the detailed estimates on which Meister had based his production plan. These were in a folder in Meister's desk and proved to be rather sketchy. Somewhat to Andros' horror, the estimates consisted in some cases of little more than notes Meister had taken during telephone conversations with his department managers.


When Andros expressed disapproval, Meister objected that he had successfully practiced an informal management style for years, relying more on close cooperation with his lieutenants than on memoranda or detailed reports. Any information not in the file, he said, was in someone's head and could be had within seconds by means of a simple telephone call. Andros was aware of Meister's style and knew that it had in fact worked successfully in the past.


Andros then sighed and said, "Look, I respect your past performance and value your friendship, but I need to find out exactly how bad this company's position has become. So with your permission, or without it if necessary, I would like to interview every one of your major department heads in your presence."


As these interviews progressed it became clear that several key departments were hopelessly  behind schedule, that Meister was only dimly aware of these problems, and that he had taken no action to correct them. The department managers felt that they had been committed to extremely difficult production schedules, more on the basis of Meister's enthusiasm than their own estimates, and that they had been trying to muddle through, out of loyalty to him.  In general, their view was that the plant had been performing efficiently relative to its real capacities, and that its assigned role in the corporate manufacturing plan was overstraining those capacities.


Meister, after listening to these opinions in his boss's presence, admitted that the true situation was worse than he had believed and that he had been remiss in not maintaining tighter control. He then pleaded for a chance to regain control and to avoid demoralizing his managers and employees—who were generally loyal to him and who he referred as a "winning team"—by precipitate management changes. Pointing to his long and successful history with these people, Meister warned that if he were to be removed it would come as a great shock to them.

5. Now that the basic problem - namely, unrealistic estimates by Meister - has been uncovered, what are the tradeoffs between permitting Meister to keep his job versus replacing him? 
6.  How could this situation have been avoided? 
Andros’ Decision and Actions

Andros sadly explained that his own problem was not merely to regain control of production, but also to convince Burt Loomis and the rest of top management that what he was doing would regain control. Too much was at stake to base that attempt on faith in one man, especially when that faith had been ill-rewarded up to now.  Andros relieved Meister of his responsibilities, ordered an immediate precautionary audit of the two eastern plants where he had been equally lax, and advised Loomis that cutbacks would probably be necessary in the overall production plan.

7. Evaluate the actions taken by Andros from the standpoints of employee morale at the west coast plant, the need to increase production as quickly as possible, and the need to protect the company's investment and position in the market.

8. What other implementation steps should be taken?
