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ABSTRACT

This case examines the scenario faced by a local unit of a national copy services franchise as the national organization moves toward centralization and begins to reposition itself into a broader range of corporate services. The undesirable effects noted by the local unit are used to employ the root cause analysis technique developed as part of the Theory of Constraints body of knowledge. The analysis reveals that the negative effects ultimately stem from the fact that the local unit’s resources are inadequate to support both the short-term profit targets and the long-term repositioning effort. 

FRIZZY COPY SHOPS
Background
Frizzy Copy Shops is a closely held corporation, in operation for twenty years at the time of this case, is composed of 650 North American franchise units, providing 24-hour photocopy and related publishing services. Historically, customers have been targeted as retail-based, specifically university students and faculty; many franchises are intentionally proximate to large university campuses. The company founder, who opened the first unit near his alma mater, retains a board position. Management practices have been historically decentralized in nature, with local unit management responsible for customer identification, pricing strategies, and financial objectives. At the time of this case, the company initiated a bold joint venture with a bulk T1 provider and a telecommunication equipment manufacturer to provide commercial videoconferencing (VC) and related data services in meeting room facilities at franchise units with global connectivity to other franchise units and to thousands of existing and compatible private VC rooms. The only previous significant effort to market VC services, by a worldwide computer company during the 1970s, was unsuccessful. The VC service was available at approximately 100 units and was thought to be available at most units within two years with a final target price of $150 per hour. Other significant activities within this time frame relating to the redefinition effort include the company's first television advertising campaign, which explicitly targets commercial users. Recent centralization efforts include implementations of  a corporate POS system, a preliminary national sales force, and corporate security, total customer quality, and environmental policies. There has been no significant revenue growth during the past several years. Lost revenue from discontinued services is only partially replenished by the addition of two recently added services, color copying and computer rentals.
Identified Undesirable Effects
During the interview process, local unit management explicitly and implicitly provided a number of undesirable effects within the unit. The identification of the core problem causing these effects is diagrammed in the Theory of Constraints Current Reality Tree, attached as Figures 1 and 2. The intermediate causality of the undesirable effects is a set of corporate-level financial decisions that appear to be tied to the implementation of the major repositioning objective. It appears that, since corporate management views the repositioning as critical to its long-term increase in revenue throughput, significant capital projects related to historical products and customers are generally avoided. Increments to adjustable capacity via labor are applied primarily to activities that benefit the repositioning effort.   The core problem is the that the primary local unit objective is to maximize short-term revenue growth through historical revenue sources. As long as the local unit pursues this goal while corporate management devotes its available resources to repositioning for the long-term, various manifestations of the constraint will persist, ie, while the local unit attempts to 'push' greater amounts of work through the production system, there can not be any reasonable expectation that any critically constraining resource will be substantially relieved.   The fact that centralized control is a relatively new procedure to all local units may account for the discrepancy in behaviors regarding the objective.
Figure 1: Current Reality Tree for Frizzy Copy Shops (Part 1)
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Figure 2: Current Reality Tree for Frizzy Copy Shops (Part 2)
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