Introduction to operations management

OM is the management of processes or systems that create goods and/or provide services
Inputs -> Transform -> Output
OM is used to improve productivity: 
Efficiency (minimize cost time)
Effectiveness (achieve intended goals) 
Productivity = output/input
OM can be viewed as a set of decisions.
Strategic decisions:
-made to order/assemble-to-order/make-to-order mfg.
-standardization/customization
Tactical decisions:
-job scheduling/worker scheduling
Key OM Activities:
Forecasting	Capacity planning
Purchasing materials	Scheduling
Managing inventories	Assuring Quality
Motivating employees	Locating facilities

OM activities are the core of all business organizations
-a large percentage of an organization expenses occur in operations
-even a small reduction will result in large increases in profits
Most of the jobs in an organization are in operations
-manufacturing, purchasing, quality assurance, logistics, etc.
Activities in all the other areas of an organization are inter-related with operations.

Basic Functions of a Firm:

Operations: activities related to producing goods/services
Marketing: activites related to selling and/or promoting g/s
Finance: securing finances related..

Operations		Ex.
Goods production	Construction, manu, farming, mining
Services:
Storage/transpo	Warehousing, trucking, airlines, trains, ships
Entertainment		Internet, films, radio, television
Scope of OM
Design decisions
-strategic
-long term 1-5
Operational decisions
-tactical
-medium term 1-12mths
Execution and control decisions
-tactical
-short term 1-12wks


OManager’s jobs
Planning: Capacity, location, mix of products and services, make or buy projects
Organizing: degree of centralization, specialization, subcontracting, staffing, suppliers
Controlling: Inventory, quality, motivation, cost, productivity
Directing: Scheduling, incentive plans, work orders, job assignments

OManagers and Decision making
Models > Quantitative approaches > Analysis of Trade-Offs > Establishing Priorities > Ethics > Systems Approach >Models
Models
Abstraction of Reality
Simplified representation of some phenomenon

Approaches
-physical
-mathematical
-schematic
Quantitative Approaches
Emphasis on obtaining optimal solutions
Techniques
-linear programming(allocation of resources)
-Queuing techniques(to solve waiting line problems)
-Inventory techniques(to control inventories)
-Project scheduling techniques(for planning, controlling and coordinating projects)
-Statistical techniques(forecasting, quality control, etc.)


Analysis of Trade-Offs
Decision on amount of inventory to stock
-higher costs to hold inventory
Vs
-inreased level of customer service
Decision to schedule overtime
-higher costs of overtime
Vs
-Increased output
Establishing Prioroties
Pareto phenomenon
-few factors account for a high percentage of the occurrence of some events.
80/20 rule – 80% of problems are caused by 20% of activities
Ethics
Worker safety
Worker hiring/firing
Quality
Product safety
Environment
Financial statements
Community


Trends in OM
Internet/e-business
Impact of technology on operaions
Globalization
[bookmark: _GoBack]Supply chain management
Sustainability issues
-environmental issues
-ethical issues






