Business Case Study

Wicker Frozen Foods

Information Systems

At Wicker Frozen Foods, their philosophy is rooted in innovation to produce a superior product.   For the last 80 years, Wicker Frozen Foods has promised to deliver the best quality and remain on the cutting edge of technology without sacrificing traditions that brought the company to success.

In the past, the company was accustomed to competing on one or two basic industry levels, including price and quality.  However, the present global markets demand that in addition to these objectives, the company must operate under greater flexibility and responsiveness to market conditions.  The improvement of information system technologies can create a more integrated supply chain and distribution process of the fine products produced at Wicker Frozen Foods.

The top management at Wicker has decided over a period of evaluation that their current IS system used for production, distribution, accounting, and administration is outdated and must be replaced.  The pressures of continual technological improvement and high expenses from quality control requires that their system be updated with the newest hardware and software in order to get back to the company’s roots of producing the finest quality food and still remain competitive.

Thus, the management at Wicker has many decisions to make.  How much should they allocate toward new IS technology, and what system do they want to spend money on that will provide the best ROI? 

Company Background

Humble Beginnings

Wicker Frozen Foods began in 1940 as a farming effort to preserve fresh produce for storage and delivery.  Martin Wicker was a 2nd generation family farmer of peas, potatoes, corn, and beans.  He discovered that restaurants in the Ontario province had a demand for fresh produce year round.  Customers wanted to eat out and enjoy the fine foods, including fresh produce, they could not get at home.

Mr. Wicker believed that if he could freeze specialty foods that were in demand year round, he could deliver them and continue making profits even after harvest yield time.  He needed a process in which he could freeze fresh produce picked directly from the fields, store it, and ship it directly to retail markets and restaurants.  

By working with refrigeration experts in Ottawa, Mr. Wicker was able to replicate the newest flash-freezing process technology for long-term storage of frozen vegetables.  In addition, by partnering up and using the available freezer storage space with the local refrigeration expert, Mr. Wicker found a place to keep an inventory for later delivery to markets in Ontario.  

Today, the process is much the same, except that Wicker Frozen Foods has its own facility for the entire production process.  With over 250,000 square feet of cold storage area, as well as a capacity of holding 130 million pounds of product, Wicker Frozen Foods is at the top of the innovation chain of technology and service.  

The plant is located in central Ontario, near the old Wicker farm and other produce farms.  To keep vegetables at the freshest state, all produce is completely processed, packaged and frozen within 2 to 4 hours of picking.  With the advantage of processing and storing together, Wicker Frozen Foods can keep costs low and fill all sizes of orders.

Problems in the Process

Warehouse Management

The systems processing for warehouse management is one of the most important features that a food processor can have.  Problems in warehouse management result in problems in quality control, orders, accounts receivable, and the bottom line for the company.  

With 23,000 square meters of cold storage area, Wicker Frozen Foods has found a number of issues related to warehouse management that could be improved, including:

· Comprehensive physical inventory

· Audit trail and inventory reconciliation

· Inventory valuation

· Stock status report

· Date last sold 

Quality Control

Since Wicker Frozen Foods wants to be the top in quality frozen foods, they must send out the freshest inventory and check for quality control at all stages in the process, ranging from supply acquisition and freezing to storage and distribution.  Problems were noted during the evaluation that spotted faults in the current quality control system.  Issues such as freezing storage temperature, flash freezing temperature, poor inspection of fresh produce, and poor inventory rotation were reported.  

Equipment Maintenance

For such as large plant, Wicker Frozen Foods also has a large amount of important equipment that is the key in the processing of frozen foods.  The evaluation reported that some equipment was past-due on scheduled maintenance, performed inefficiently, and in some cases, were outdated and needed to be replaced.  

Orders

Customer order processing was also found to be deficient in the evaluation process.  Two different systems were used for the ordering process and the database for current and past customers.  Order takers did not have ready access to order histories, nor to current contact information while placing an order from a customer.

Instant order fulfilment and invoicing could be improved as well.  Once an order was filled, it was then sent to the accounting department for invoicing, which led to errors in the invoicing process.  A combined order-invoicing system would be the ideal choice so that orders were not lost or misplaced.

Economic Effects on Revenue

The economic crisis that began in 2008 has had a marked impact on the income statements at Wicker Frozen Foods.  By the end of 2007, annual gross sales were $62.3 million.  By the end of 4Q 2008, the gross annual sales dropped to $57.1 million.  The forecasted 2009 annual revenue is expected to be around $54 million.  

The drop in sales is contributed to the lack of demand for products in Wicker’s main customers.  72% of sales are to retail businesses, such as grocery stores and independent food stores.  The other 18% constitute sales to industrial consumers such as restaurants, hospitals, schools, and hotels.  

Thought sales have dropped, they are expected to return to normal and continue increasing as the economy improves.  

With the projection of improved sales in mind, the top executives at Wicker Frozen Foods feel it is a prime time to install the new IS so that the company will be able to meet the demand in the near future.

The IS Solution

The IS solution for Wicker Frozen Foods must include a comprehensive line of modules that will integrate all aspects of the business, including supply and plant management, full inventory and order processing, human resources, and all accounting functions.  

One important decision that Wicker management must make is the delivery and deployment of the new IS system.  One way is to invest in new server technology and host the software platform locally at the plant.  This option would require hiring additional database, programming, and network personnel to help administer and update the servers and databases.

Another option is to choose a software developer that can host the software on a cloud computing basis, also known as Software as a Service (SaaS).  Through SaaS, Wicker could access their IS needs remotely from any computer with access to a high-speed internet connection.  However, with the high level of complexity and unique functions of the Wicker plant process, a software company may not be able to deliver all the modules that Wicker needs for its integrated IS strategy via SaaS.

Below are the high-priority functions that Wicker needs with its new IS:

Ordering

Executives at Wicker want the customer to have easy access to ordering.  The new IS must have a functional module that allows customers to sign-on to a secure internet server and place orders.  Orders made online will have instant transfer to the order fulfilment and invoicing.  This requirement would be very desirable with a SaaS system, since any approved customer could log in via any internet connection to place an order.

Remote ordering is also important for salespeople on the road.  When a customer places an order with a sales representative, the order is uploaded through a laptop or handheld device and sent directly to the Wicker secured servers or downloaded directly via SaaS.

Orders for active and previous customers should have a template available for easy repeat ordering.  Order history should be made readily available so the customer or sales person can view and analyze previous orders.

Inventory Tracking

Inventory control and tracking is a must for the new IS at Wicker.  Inventory counts should be able to be made by bar scanning technology.  Instant reports should be able to be made on inventory status and availability.  Proper rotation of inventory must be used in fulfilling orders.  

Process Tracking

An IS system should allow the company to track the entire processing system in order to make faster decisions and improve efficiency.  The equipment used in the processing and freezing of vegetables is very important and costly when breakdowns occur.  Wicker would like a new IS system that handles not only the entire food process, but also handles equipment maintenance and replacement schedules as well.

Invoicing / Accounts Receivable

A new IS system is needed that makes the process from order to invoicing to accounts payable seamless, smooth, and efficient.  The invoicing process should be able to immediately upload into the subsidiary ledgers that process accounts receivable.

The accounts receivable portion of the IS should allow granted users the ability to see customer payment history, view credit status, flag aging accounts, and produce preloaded and custom reports.  

Choices in IS Solutions

AFS Technologies

AFS Technologies is a real-time software application for the food and beverage industry that includes a complete solution for all levels of the food processing chain, including solutions for manufacturing, warehousing, sales, and distribution.  AFS has 20 years of experience in developing software solutions and cater to over 300 clients in the mid-market segment of the industry.

The AFS Advanced Enterprise Solutions Suite of software packages can be purchased individually or together, and it can also be added on as the need for additional modules is required.  

Benefits:

· Increased operational efficiency

· Flexibility and adaptability

· Accommodation of current systems

· Reduction in overall production costs

· Available as SaaS
· Will not be stuck with obsolete technology – proven track record of research and development 

· Easy Microsoft Windows based interface

Disadvantages:

· Highest price of all software options.

Edible Software

Edible Software is a wholesale foods distribution software package that provides accurate, up-to-the-minute inventory and customer information that helps streamline operations and internal controls.  Designed from an accounting perspective, Edible Software provides money management control and improvement by consolidating and controlling purchasing, sales, and inventory costs.  The company’s financial position can be reviewed at any time without the time-consuming process of a CPA.

Edible Software has been in business selling quality food distribution software solutions since 1980.  Their programs are all self-coded with no third-party programs incorporated into their systems, meaning the rights will never be lost if other software companies go out of business, and Edible will always provide needed customer support and customization.

Benefits:

· 24 hour around-the-clock service

· Allows concurrent user rather than total system licensing

· Windows-based interface

· Internet ordering capability for customers.

· Easy training 

· Upgradable modules

· Assists in data conversion and setup

Disadvantages:

· Not as comprehensive in scope as other software packages
· Not available as full SaaS, only allowing customer ordering via Edible Net
FoodConnex

With over 45 year of food service and distribution industry, FoodConnex offers integrated management solutions for food producers and distributors.  The company offers innovative software solutions, and they tout that clients routinely report profit increases of 20-30% during the first year of using FoodConnex.  

Their complete system has modules for purchase management, food manufacturing, inventory, sales, accounts receivable, accounts payable, and full general ledger components.

Benefits

· Traceability information for recall and quality control

· Internet and remote laptop order capability

· On-site and remote training

· Optional 24 hr support

· Annual software upgrades

Disadvantages:

· Available only as on-site software installation, and no full SaaS available
· Software is aimed at distributors

· Incomplete modules for full manufacturing process

· Missing important manufacturing management tools
Software Determination

Wicker Frozen Foods is depending on a thorough evaluation of the information system products and their own processing paradigm in order to make the right decision.  The questions they need to evaluate are:

What is the best I.S. software solution, for Wicker’s needs?  Is there one prominent solution, or is a combination of software solutions what Wicker needs? What are the reasons for your recommendation? 

Should Wicker upgrade their user hardware equipment?  Some computers are seven years old and older.  If a full or partial on-site software installation is performed, new systems may need to be put into place for the main licensed users of the new information system.  What are your recommendations for new I.S. equipment?

Wicker plans to spend around $5 million updating their I.S. technology.  Will the cost-savings and ROI be worth the investment if the company can increase its gross profit margin?  The industry standard is 32%.  Wicker wishes to make a goal of 33.5% gross profit margin.  What could Wicker do to help achieve that goal?

Design an I.S. schematic that would be the most efficient for the entire food processing, sales, accounting, warehousing, and distributing of Wicker products.







