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Introduction
       The case of Albatross Anchors is dealing with operational challenges within the company; especially with manufacturing and shipping. The company is unable to determine their actual profit when they are facing such challenges when it comes to manufacturing and selling the anchors. This proposal is to assist Albatross Anchors in correcting their problems in order to ensure maximum profit for a better future in their company. 
Question One

Based on the information presented in the scenario/case study discuss Albatross Anchor’s competitiveness in relation to (please address all items in the below list and provide support for your conclusions):

1.  Cost 

a)  Cost or Production: Albatross Anchors has a cost disadvantage when it comes to production. Its competitors have the advantage since the cost of production at Albatross is higher than needed and therefore leading to a decrease in profit. This is all based on the operational challenges.

b)  Economies of Scale: Economies of Scale are present in the material purchasing however since the production is small, it leads to materials and inventory untouched and sitting idle in the warehouse. 

c)  Cost of Raw Materials Sitting Idle in the Warehouse: Since the production is small, the raw materials sit idle in the warehouse and therefore lead to a cost of holding the raw materials until production is made. 

d) Cost of Finished Goods Sitting Idle in the Warehouse: Finished goods are sitting in the warehouse waiting to be shipped so they are also sitting idle in the warehouse with the raw materials, also costing a hefty price. 
 2. Speed of manufacturing process from order to finished product. Albatross produces what it can at the speed requested by the marketplace. Since there are a limited amount of products, it is taking longer to process the order to finished products. 
3. Flexibility in filling order(s): Since there is a large timeframe to switch from one manufacturing line to the other (36 hours), there is a disadvantage in the flexibility of filling the orders on time and to change output at a rapid pace. 
4. Technology: The manufacturing process is at a disadvantage since they still manufacture items manually instead of with new and upgraded technology. 
5. Capacity and facilities: The current set up of the facility is not efficiently working for the company. The raw materials and finished goods are in a part of the building where it is difficult for on time shipping and receiving. If the foundry was closer to the manufacturing area then there would be more space for international shipping. 
6. Service to customers (what types of services would an anchor company provide to marine wholesalers?: A main service to customers is being flexible to the customers and providing them with quality service. They have a wide range of products they sell as well as a warranty offered, so they are up to par on satisfying the customers. I believe a better production system and quicker delivery and manufacturing would assist in making sure the customers get their products on time and not damaged.  
Question Two
There are many ways that mushroom/bell anchors may be manufactured. Albatross Anchor is considering two new manufacturing processes (Process A and Process B) to reduce costs.  Analysis of the information below will help determine which process has the lowest breakeven point (this validates the process is more cost effective). 

For each process the following fixed costs and variable costs are identified below:

	Anchor and Process
	Process A
	Process B

	Sale price per anchor
	$ 42.00
	$ 42.00

	Total Fixed cost 
	$ 650,000.00
	$950,000.00

	Variable cost per anchor
	$ 36.00
	$ 29.99


Based on the information in the table above complete the table below:

	Anchor and Process
	Process A
	Process B

	(a) Fixed costs per anchor
	$500,000 
	$750,000

	(b) The total number of anchors to attain

break–even point for Process A and Process B
	50,000
	62,500


(c) Based on your calculations which Process (A or B) that you would recommend for adoption (you can select only one).  Please make sure to explain how you arrived at your conclusion.
It depends on the number of units needing to be produced. If there are a large number of units then process B should be used since there is a low variable cost. If the production is lower, then Process A since there is a lower break even point and lower fixed costs. I would recommend process A since the break even point is lower, then there wouldn’t be as many finished products and materials sitting idle.  

Conclusion
Albatross Anchors needs to ensure they have a better working environment to make sure they can produce as many products needed to make their customers happy. Faster production and a better layout will assist with getting items manufactured and shipped quicker, which will bring more customers to satisfaction and therefore order more. When the orders come in at a higher rate, then a different process will need to be used so that the variable savings will be able to cover the fixed costs. With greater technology, better competition can form and therefore rule out any other companies trying to gain anchor business. A better working environment will help production rise, which leads to happier customers, and happy employers and employees; overall leading people to only choose the best: Albatross Anchors.   
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