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1.What Is a case study?

Research case (part of research, through data collection)
Teaching case (case for teaching material)

Analysis

|

Action plan

A study about cases Is Important, but making cases Is more studious.



ORGAN NEEDLES

Case 1: Organ Needle |
(Ueda city, Nagano prefecture) |

From Pamphlet of Organ Needle Co.,Ltd.



Case 1: Organ Needles (1)

A medium-sized firm in Ueda city, Nagano prefecture (approx. 1000 employees)

Originated from a back-street factory making gramophone needles in downtown
Tokyo (Taisho Era)

Started manufacturing and sale of sewing machine needles in 1939
Evacuated Tokyo to Ueda city in midst of World War 11

Became the world’s number one maker of sewing machine needles over 100
million pieces produced in 1960

Held 85% share of the domestic market in 1990s(Production of sewing machine
needles, in fact, constitutes a lump of know-how.)

But a demand for sewing-machine needles reached the ceiling. Growth by
diversification?



Company overview material of Organ Needle Co., Ltd.
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From Pamphlet of Organ Needle Co.,Ltd.
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Production Process
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From Pamphlet of Organ Needle Co.,Ltd.
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<Manufacturing Process of Sewing Machine Needles at Organ Needle, Co.,Ltd.>
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Transition of domestic sewing machine needle domestic market sales (1985-1996)
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From Pamphlet of Organ Needle Co.,Ltd.



Case 1: Organ Needles (2)

Courses of Diversification and Organization
First Product Division: Sewing machine needles (1954)
Second Product Division: Stocking needles for knitting machines

Third Product Division: Contact probes for continuity inspection of
semiconductor, dot-wires for
dot- printer heads, etc. --- all products in needle shape (1978)
Dealt based on customers’ request (needs’ pull)

Forth Product Division: Precision parts. Application of ultraprecision processing
technology
cultivated in manufacturing of needles (technology push) (1980s)



First Product
Div.

Second Product
Div.

Third Product
Div.

Fourth Product
Div.

Manufactures sewing machine needles, the firm's main product line,
having approx. 50% share of total sales. Relatively stablemarket and

high profit rate. " Cash caw" division.
Manufactures stocking needles for kniting machines

Manufactures electronics equipment parts. Main products being contact
probes for continuity inspecion of semiconductor basis,etc., and dot wires
of printer heads for dot printers. Pillar of diversification with 20% share

of tatal sales.

Manufactures precision parts. Developed to date embrocation pins
and coil nozzles, etc.Straives to apply/exploit ultraprecision process
technologies accumulated by manufacturing needles.



Needs' Pull
passive diversification

(Third Product Div.)

l

Seeds' Pull
positive diversification

(Fourth Product Div.)

l

Needs/Seeds in Balance
(positive diversification)

(passive diversification)

O Clear-cut needs, little risk

@ Fierce market competition, requiring mobility
and stamina

O Maximize own technological advantage
Strong products possibly fostered

@® Bigrisk. If no needs, no success in the end.

© Leverage strengths of both Needs/Seeds models



Case 2: lwaya Porcelain (1)

Large pottery of Arita Wares in Arita machi, Saga prefecture (15
generations over 270 yrs)

Medium—size company with 600 employees and ¥10 billion in
revenue

Diversified porcelain products, and a few factories in vicinity
(1) Relief (single piece, customization, atelier style)

(2) Vesela (large porcelain products, small-batch production)
(3) Traditional porcelain (medium—batch production)

(4) Tiles for buildings (large batch, tunnel oven)

Taking time to diversify gradually (acid—resistant
porcelain—tile—relief)



Production Process: Traditional Porcelain (teacups, etc.)
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Case 2: lwaya Porcelain (2)

Competitiveness of lwaya Porcelain products: Arita Wares’ brand power,
quality

Conventionally, mass-produced acid-resistant porcelains were the moneymaker
(monopoly of material)

But, the profitability of Tile Business, the largest (50%) in the firm, has been
sluggish for a long time.

Inferior to Seto and Tajimi in terms of scale, cost, transportation cost, etc.
Hence a strategy for 1990s-----“General Special Order Porcelain Maker”
Slogan: “from receiving orders to creating orders”

Can the Tile sector reproduce the Relief Business’s precedent of increasing its
profit?



Analysis: Big sectors are Tile and Acid-resistant Porcelain (chemical).
Growing sectors are Vesela, Traditional Porcelain, Tile.
Profitable sectors are Relief, Vesela, and Acid-resistant Porcelain (chemical)

Comparison of Major Businesses (2) : General Indicators

Relief Vesela Tradltlo.nal Tile Chemical-industry
Porcelain related
Revenue (1980) 304 300 717 2800
(¥million)
Revenue (1990) 450 500 1670 4800 2700
(¥million)

Growth in revenue +48% +23%
(1990/1980)

Operating margin ~10% 2% 3% %*
(1980)

Operating margin 79 79
(1990) M]m,

Notes: * Includes FRP and Construction sectors (both in deficit)

** Excludes FRP and Construction sectors (both in deficit)



Tile business sector Is big.

Table 1 Transition of Revenue and Number of Employees of I Company

T N N O R N N N
3%

Chemical-industry related 47% 42% 32% 36% 30% 27% 95

(acid-resistant) o
FRP (flber reinforced 3 3
plastlc) 3%

Revenue

on (%)
Relief (wall painting) + 9 0 0 0 0 0
Vesela (outdoor objet d'art) % 8 10% 10% 1% 10%

Number of employees
(head count)

Information: Company's sales report

-
-



Comparison of Major Business Sectors (1-1): Product, Market, Competitiveness--- Tile business is not strong

Relief

Vesela

Traditional
Porcelain

Tile

Chemical-industry
related

Time of business
commencement

1960s

1970s

18th century

1950s

1920s

Product outline

Interior of public buildings
Porcelain for wall decoration
Wall painting of tiles
(average size at 3x7m)

Umbrella stands

Ash tray stands
Chairs

Flowerpots, etc.
Outdoor objects d'art
of porcelain

Porcelain
vases Dishes
Whiskey
bottles
Accessories,
etc.

Porce

lain tiles for

outdoor decoration
of commercial

bldg (

including

construction)

Acid-resistant
porcelain bricks,
balls, saddles, etc.
Filers for chemical
plants, etc.

Major customers

Public offices
Design offices

Furniture retailers
Furniture whole sellers
Design offices
Department stores

Individuals
Public offices
Liguor makers,
etc.

Public

offices

Bldg owners
Design offices

Chemical makers
Filature makers
Iron makers
Power companies

Major attributes
required for
products

Artistic quality
Weather resistance

Aesthetic
Weather resistance

Aesthetic

Aesthetic
Precision

Durab
Weath

ility
er resistance

Corrosion resistance
Thermal insulation
Abrasion resistance

Price elasticity

I Co.’s share of
domestic porcelain
products’ market

,2%
0. 1% 109%

market only)

(the market)

ercial bldg

Major competitors in
domestic porcelain
products’ market

OT Co.
Individuals

Shigarakiyaki makers

IX Co.
¥72bil

(tile sales at
. in 1985)

DT Co. (tile sales at

¥17bil

l. in 1985)

NG Co. (Japan)
DW Co. (USA)
ST Co. (Germany)




Comparison of Major Business Sectors (1-2): Product, Market,
Competitiveness: I Co’s tiles are customized-orders, but costs are high.

I Co’'s strength v.s.
competitors

Past actual results
Carving technology

Color

Technology in
large porcelain
Manufacturing
technology

Technology in
large porcelain

Texture
Durability

Capability in material
procuremet  Engineering
capability in heat-resistant
system

I Co’'s weakness
v.s. competitors

Handling of segementing to
large number oftiles

Heavy weight
Fragility

High colst

Main competitive
substitutes

No wall decoration

Porcelain
Water
Plastics

Porcelain

High cost (compared to
foreign products)

Porcelain tiles
Stone
Metal

FRP (fiber reinforced
plastics) Metal
(titanium, etc.)

Share of porcelain
products’ in toal
market including
substitues

Strength of
porcelain products
v.s. substitues

Durability Attractiveness
Superior color

Weather
resistance
Attractiveness
Superior color

Durability

Weather
resitance
Durability

Corrosion resistance
Thermo resistance
Abrasion resistance
Inexpensive (v.s. titanium)

Weakness of
porcelain products
v.s. substitues

Handling of segementing to
large number of tiles

Heavy in weight
Fragility

nothing
particular

High cost

Heavy in weight
Fragility
Inexpensive (v.s. titanium)




a J U © 0 cU-0raer prod a O ompete ada (0 0 o
ompa on O ajor B eSSse 4 Deviopme and Sale
Relief Vesela Traditional Porcelain Tile Chemical-related
products
No. oflproduct 0 0 na. 4 y
engineers
No. ofllndutrlal 6 5 na. 3 0
designers
No. of plroductlon y y 6 0 10
engineers
Lead time for trial 15 days 15-30 days 30 days 20 days 7-90 days
manufacturing
In—house producton
. 90% 50% 30% 0% 10%
rate of facility tools
No. of personnel for 3 16 9 25 12
sales
Order entry thru word of Route sales via Special orders as Joint development
wholesalers In stores

Main sales methods

mouth
Direct mails

Presentation of
customized orders

Direct mails

per customers’
specifications

with customers
Direct mails

Sales personnel’s’ level
on product technology

, 80 70 100 50 80
(self evaluation)
(target = 100%)
Share of customized 100% Low (30%) High (80%) High n.a.

orders (new design)




But the company is not profitable at all.
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Case 2: lwaya Porcelain (4)

New management team wants to concentrate on customized products of added value
Initiated from proposition-oriented business.

But there still exists within the firm a strong “belief in standardized products under
mass production” derived from the past successful experiences in the acid-resistant
porcelains (standardized/average products of mass production).

Such an idea exists at the factory’s floor in the form of a “belief in the tunnel pot”.

There is a gap between the top management’s strategy on customized products and
the production floor’s orientation to mass production.

Strategic framework needs to be established after incorporating Mono-Zukuri sites.



Case 2: lwaya Porcelain (4)

What is a reformation of Mono-Zukuri sites which is linked to the customized-
product strategy?

Improvement on a layout change of the tunnel pot? --- limited
Computer-controlled flexible automation? ---questionable return on investment
Switch from the tunnel pot over to the shuttle pot? --- its pros and cons?
Establish a line exclusive to trial products? --- (problem of postponing trials)
How can the factory-network structure become stronger?

Should designers and engineers be dispersed in factories/branches?



More like, products deserving high prices potentially exist in a small-lot-order zone?

Order lot size and unit price of tile

Hf (RAFXK)
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iE e @ : Tile of special shape

Q : Tile of standard type

1999/3




SWOT Analysis (by Business Sector) Tile’s Characteristics?

Strength

Weakness

Function

Issue

technology of 3—D Relief

slow progress

diversification/

linckage with

Relief 80% share in prodution tech. gentrification other sectors
labor—intensive in line with top’s
business policy
Low effct of proprietry genre in line with top’s efficiency of

business cycle

policy

sales personnel
low increase in
prroductivity

80% share

Vesela know—how of large—size
production
first entry in inland
new design concept many competitors gentrification fostering future
production technology |high cost (remote (lifestyle) craftmen
Traditional for large—size porcelain | areas)

porcelain leadership by VP seasonal fluctuation/

high morale of sales forcqd high effct of busi—
ness cyvele
revived quality ingh cost high—grade orien— |resistance to resporiding
responsive to client low share taion to small-lot/—quanity
inadegate sorting production
Tile sytem no production engineer

cost accounting to

match small-lot
nroduction

in deficit—inclination
high effect of business
cvcle

Chemical-industry

related




Action Plan (Company Strategies/Policies)

1.Concentrate on production of customized orders < General

Special Order Porcelain Maker>
2. Transform from receiving orders to creating orders (to

Proposition—Oriented Business)

<Prioritize Customer Satisfaction>

Tile Business Strategies Proposition on
Environment




Action Plan (Factory Structure)

Arita Head Kami Arita | Nishi Arita Yamanouchi | Yamanouchi|Yamanouchi Bu—kanren
Office Factory factory factory 1st Factory |[2nd Factory| 3rd Factory Factory

Tile Gaall-size i) tandardized tils

Chemical-
indus—related

Traditional

material

>
D

*shintai: an object of worship housed in a Shinto shrine and believed to contain the spirit of a deity.




Action Plan (Factory Structure)

1.Set up a structure for trial productions (R&D)

Currently, trial items are being produced in a regular production line,
thus delayed.
— Introduce facilities for an exclusive use of trials (Shuttle) for development
research
— Experiment on the shuttle at the chemical-related business sector
2 Full-fledged production structure (consolidation of factories)

Scattered Chemical-related business —Integrate at the head office
(goshintai)

L arge—size Tile business at head office — Yamanouchi 1st Factory
Discontinue FRP and sell out factory — FRP tank maker

Sell out Kami Arita Relief factory — Transfer to Yamanouchi 1st (Shuttle)

Add new Shuttle pot(s)



Action Plan (Reorganization)

President
Management/
)
Planning Office
Production
Technology
|

Environment

Proposition Division

Chemical-industry-related Traditional Porcelain

Products Division

Division

Marketing Department Marketing Department

Marketing Department

Tile

Vesela | | Relief

Durability || Construction || Ceramic
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