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A year ago, I began having students write five-minute journal entries in class about once a week.  Here is an excerpt from one of the first journals.  
“I can tell this is going to be a good class.  Tonight’s discussion was great!  There were people speaking up tonight who I never heard a word from in class all last semester…”

The discussion referred to in this excerpt arose out of the assignment I will describe in this paper.  I don’t know if the entire semester measured up to the expectation of the student who wrote this journal entry, but this one assignment has consistently been well received over the five or so years during which I have been using it.  It is my opening assignment in an intermediate course in operations management that focuses on continuous improvement and production control.   It could easily be used in an introductory operations management course as well.  

The exercise is designed to spark interest on the link between strategy and operations.  The students compare the strategy and operations of two very different grocery stores.  I call it a “discovery” exercise because I ask the students to observe operations in their actual settings and discover as many ways as possible that the two organizations being studied have conformed their operations to match their strategic vision.  The majority of the class notices things that they have never noticed before, even though they have all been in grocery stores many times.  
The assignment for this year can be viewed at:

http://www.drake.edu/cbpa/Meyer/M160/disc100.html
The students are asked to gather data at two stores.  HyVee has sought to build a reputation on customer service and quality merchandise.  Their stores commonly include a bakery, delicatessen, pharmacy, bank, florist, video rental, photo-developing, carpet cleaner rental, post office, and dry cleaning service and they have a wide selection of grocery items. 
Aldi is a chain of stores that originated in Germany and has now spread to 9 countries in Europe, and Australia and the United States.  The strategic focus of the stores in America is low price and thus the company has implemented a radical array of cost-cutting measures. 
The students are given two sets of data gathering tasks to perform at each of the stores.  The first set concerns competitive factors.  They are asked to note how each store would fare in the marketplace on price, quality, timeliness, and customization.   From these observations the students can determine that HyVee competes on customization, whereas Aldi competes on price.  
The second set of facts to gather concerns the operations of the stores.  The students are asked to determine as much as they can about operations from what they observe in the store.  Some of the students take it upon themselves to visit with the store employees or managers, but the assignment does not require it.  Much can be deduced by observing the size of the facilities, the number of employees, how products are displayed, the procedure at checkout, and so forth.  The HyVee stores seem very familiar to the students. The Aldi stores, on the other hand, are so different that the students find the exercise quite engaging and the more time they spend observing, the more they realize has been done to cut costs.  
I ask the students to write a brief paper detailing their findings.  On the day they hand in that paper I have a discussion in class.  The discussion always proves to be lively.  Following is my list of questions for the discussion, including some of my notes in italics.  
Discussion questions:

1. What is the competitive strategy of Aldi?  (price, while maintaining quality)
    How much lower are the prices?  (20 to 50% lower)

    What is the competitive strategy of HyVee? – (customization, service)
    How are the customers at Aldi different from those at HyVee? 

    Would you say that Aldi and HyVee are in the same business?  (point out the difference in scope between selling groceries vs. meeting daily needs)
2. What has Aldi done in the operations to make it possible to fulfill their competitive strategy?  

Offer lowest price by minimizing cost:

Elimination of non-value added activities

no coupons, checks, or credit cards accepted

no need to verify age (no beer or cigarettes)

no phone number listed in phone book, thus no customer calls to answer.

no bottle sorting – only one brand of soda.

no music

Spreading of  fixed cost with batching

only one size and brand  of each item is stocked (excluding special purchases) 

bulk packaging with case or pallet at a time stocking

small number of suppliers, and items (only 750 regular items)
Reduced idle time by using cross-trained employees – flexible capacity

Minimized travel distance by using smaller size facilities

Improved manual operations

product packaging is ambidextrous - don't have to find the front side.  (UPC code on both sides.) 

easy to stock cases, stock in shipping cartons

dump bins instead of artsy displays, display items in box 

Reduced material cost

not much cardboard in the cases – minimal packaging

store branded merchandise – no expense for brand reputation

Transfer work to customers to reduce labor cost

self service unloading at checkout stands and self service bagging

deposit on grocery carts, encourages customers to bring carts back to storage area

customers take boxes to use to carry groceries

Cut maintenance costs

limited hours reduces utilities
3. How do the HyVee operations reflect their strategy?

 * large store needed to offer a wide assortment of services:  banking, postal, flowers, deli, laundry, photocopier, magazines, greeting cards, film developing, pharmacy, seafood ...

* excess capacity (staff) used to reduce waiting 

*wide product variety in size, brand, style, quality, etc requires a large number of vendors, more accounts to manage, full-time receiving clerk

*specialized training of employees for various departments, limited cross-training  

*more resources allocated to aesthetics: music, décor, more frequent cleaning.

*more service provided for customer: sacking and carry out, courtesy desk, free samples

*open long hours to match many personal schedules

4.  Who is doing a better job of conforming operations to strategy, HyVee or Aldi? (both companies do a good job of matching operations and strategy.)
5. What did it take for Aldi to come up with it’s operations plan? (brainstorming, thorough analysis of cost drivers, clever ideas, willing to think outside of the box…)
6. How would the skills of someone managing an Aldi store differ from those of someone managing the HyVee store?  (Aldi managers do much more of the daily operations and much less supervising of other employees.  The most common number of employees in the store is three.  Thus an Aldi manager deals less with people and more with things.  They do not hire part-time, high school types, which also reduces the amount of oversight necessary, from a management perspective.) 
I commonly see two kinds of emotional reactions from students when they perform this assignment.  Some of the members of the class have grown up in an environment where money was plentiful and price was not a major concern in grocery purchases.  (Drake is a private school, by the way).  Several of these students will express a degree of disdain towards Aldi.  In their papers or in the discussion they will comment that the store is messy and dark, that the items were poorly organized, that old people and low income families shop there, and that, generally speaking, Aldi is not customer focused. Some students will even suggest that Aldi’s days are numbered, since they are ignoring customer interests.  I have to convince these people during the discussion that Aldi is indeed customer focused, but they are striving to satisfy people who want low cost.  A customer who is trying to save money will not like the idea of having to pay for someone to turn all the cans for an item to face frontward.  When the food is being eaten at home, it tastes the same no matter how the can was oriented when it was picked up in the store.  Facing the can does not add value, as far as such a customer is concerned. 

On the other hand, there are some students, commonly those who are going to school part time and have families, who will be excited to have discovered the Aldi store.  They tell me that they plan to start shopping there as the prices are shockingly low.  The existence of these students helps me to argue the point mentioned above, that Aldi is serving customer interests.  
One reason why I particularly like this assignment is that it provides an introduction to lean thinking, and it does so outside of the context of manufacturing.  Aldi makes good use of concepts like reducing the number of suppliers, reducing setup cost, cutting out non-value added activity, reducing inventory, bringing inventory to the point of use rather than keeping it in a storage location, and the use of a small, focused facility.  Aldi advertises itself as “the stock up store”, encouraging customers to buy high volume of their limited number of items, which allows the system to run efficiently. 

The major drawback to the assignment is that Aldi has not yet spread to all of the states.  
Almost any larger sized town has a HyVee type store, many chains are following the large, high customization approach in selling groceries.  I do not know of any other grocery company as radical as Aldi on cost cutting.  We do have a chain in our area that fits right in the middle between HyVee and Aldi in terms of price and customization.  But I have not sent my students there because I want to maximize the difference they see between stores studied.   

If you do have an Aldi store in your city, you might want to try this assignment with your students.  If not, maybe what I have done will give you some ideas of a similar type assignment you could do with businesses in your area. 
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