GMS 401 Chapter 1: 

Operations Management: Set of processes designed to create good/services. All parts of the system work together.
· Core/Operational: Directly create goods/services
· Support: Process that support the core/operational process
· Managerial: Process that governs the system

Efficiency: Operating at a minimum cost and time.
Effectiveness: Achieving intended goals of the firm to ensure profitability and sustainability.

Functions within Organizations:
· Finance:
· Provide funds for operations.
· Analysis of investment proposals
· Operations:
· All activities directly related to providing goods &/or services.
· Marketing:
· Assess customer wants and needs
· Others: HR, Management, IT, other

Evolution of Operation Management: 
a) Craft Production: Skilled trades people do all the steps in the making of a product. Processes are done by hand and simple tols.
· Custom-made, however production was slow, labour-intensive and expensive 

b) Industrial Revolution (Late 1700s-1800s): Machines began to replace people. 
· Division of Labor: One person repeats the same task over and over. Efficnet however very boring.
· Interchangeable parts were made so that craftsmen didn’t have to make a brand new part for something broken however the quality was poor. 

Types of Management: 
a) Frederick Taylor (Scientific Management): 
· Develop scientific methods for doing work.
· Establish goals for productivity.
· Establish systems of rewards for meeting the goals.
· Train the personnel in how to use the methods and thereby meet the goals
· Best suited person worked in the corresponding job 

· His system involved greater productivity but provided rewards for their efficiency. Problem: People weren’t able to work at the desired rate, managers didn’t want to pay more for better workers

b) Henry Ford:
· Specialized in mass production, reducing costs of production
· Used the assembly line to be able to reach the production he wanted

c) Frank & Lillian Gilbreth (THERBLIGS):
· Broke down the motions of the work into simpler motions so that efficiency could increase
· Focused on worker fatigue since they wanted the efficiency to remain high 

d) Elton Mayo (Human Relations): 
· The Hawthorne Effect: An increase in worker productivity produced by the psychological stimulus of being singled out and made to feel important.
· Focused on physical/environmental influences on the workplace (lights, humidity) and psychological aspects (breaks, group pressure, hours, managers) 
· The study concluded that employee production is influenced by social factors, positive groups help increase productivity (positive manager relations), work group norms affect productivity (average production of work), workplace is a social system

e) Abraham Maslow (Maslow's Hierarchy of Needs):
· To reach self-actualization you must start from you lowest unsatisfied need before moving up. 
· Physiological (Basic needs) -> Safety  -> Love/Belonging (Relationships) 
-> Esteem (Confidence, respect, achievement) -> Self-actualization (moral, problem-solving, acceptance of facts) 

f) Frederick Hertzberg (Motivational): 
· Attempted to bring more humanity and caring into the workplace
· Explained how to manage people properly, for the good of all people at work

g) Douglas McGregor (Theory X and Y):
· Theory X (Authoritarian Management): Workers don’t like work, did work since they feared punishment, prefers to be lead and avoid responsibility
· Theory Y (Participative Management): Workers want self-control and direction so they can reach their goals, seek responsibility, self motivated to do good work

h) William Ouchi (Theory Z): 
· Combined both American and Japanese management to form Theory Z
· Theory Z emphasized collective decision making, responsibility, informal control, showing care for the employee 

i) Walter A. Shewhart (Statistical Quality Control): 
· Determined the problem of variability in terms of the assignable cause and chance cause,
· He created a control chart (To determine whether a process should undergo a formal examination for quality-related problems)





Inventory Control Methods: 
a) MRP (Material Resource Planning): Inventory control based on known production requirements.

b) TQM (Total Quality Management): Emphasis on quality and continuous improvement, worker teams, empowerment, customer satisfaction.
· Invented in Japan, American manufacturers didn’t want to use it since it was not invented here

c) Genichi Taguchi (Statistical Method): Statistical methods developed to improve the quality of manufactured goods
· Loss Function: 
· Off-line Quality Control:
· Design of Experiments:

d) Lean Production: A production practice that considers the expenditure of resources for any goal other than the creation of value for the end customer to be wasteful, and thus a target for elimination. Example: Toyota 
· Preserving value with less work
· Exceed the quality of craft production and remedy the inefficiency of mass production through the elimination of waste.

e) Mass Production: Produce large amounts of goods/services at a cheaper price. Require job simplification/automation. Drawback is the quality of the goods/services.

Trends in Operation Management: 
1) Internet & E-Commerce: E-Commerce increase vastly every year, a lot of industrial buying is done this way
2) Technology: Vast array of new products
3) Globalization: More organizations are becoming international and are operating in many different companies at the same time.
4) Supply Chain: Track goods from the production of raw materials and components right to the final product being delivered to the end customer. 
· A supply chain is a system of organizations, people, technology, activities, information and resources involved in moving a product or service from supplier to customer
· Supply chain activities transform natural resources, raw materials and components into a finished product that is delivered to the end customer
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