GMS 401- Lecture 2, Chapter 1
· Operations management- the management of processes or systems that create goods and/or provide services
· System is a set of interrelated parts that must work together
· Process- a series of linked actions, changes, or functions bringing about a result
· 3 types of process:
· Core process- (or operational) processes directly create goods and/or services
· Support processes- support core processes
· Managerial processes- govern the system
·  Efficiency- operating at minimum cost
· Effectiveness-achieving quality and responsiveness
· A large percentage of a company’s expenses occur in the operations area-> small operation cuts can result in huge profits
· Large numbers of management jobs are in operations management such as purchasing, quality assurance, production planning and control, scheduling, logistics, inventory management, etc.
· Activities in all other areas of business organizations are all interrelated 
Functions within Organizations
· Typical organization has 3 basic functions: operations, finance and marketing 
· Functions must interact to achieve the goals and objectives of the organization and each makes an important contribution 
Operations Function
· Performs all the activities directly related to producing goods or providing services 
· Core of most organizations
· Responsible for the creation of an organizations goods and services
· The essence of the operations function is to add value during the transformation process
· Transformation/conversion process- inputs are used to obtain finished goods or services
· Feedback- to ensure that the desired outputs are obtained
· Value added- the difference between the cost of inputs and the value of the price of outputs 

Finance
· Performs activities related to securing resources at favorable prices and allocating those resources throughout the organization
· Finance and operations cooperate by exchanging info such as:
· Provision of funds-  the necessary funding of operations and the amount and timing of funding can be important and even critical when funds are tight 
· Most for-profit companies obtain the majority of their funds through the revenues generated by sales of their goods and services 
· Economic analysis of investment proposals- evaluation of alternative investments in plant and equipment requires inputs from both operations and finance people
Marketing
· Responsible for assessing customer wants and needs, and communicating those needs and feedback to operations people and to product design people
· Operations needs info about demand so that it can plan accordingly
· Lead time- the time between ordering a good or service and receiving it
· Important info marketing needs from operations in order to give customers realistic estimates of how long it will take to fill their orders
Other Functions
· Accounting- supplies information to management on costs of labour, materials, and overhead
· May provide reports on items such as scrap, downtime and inventories
· Management information systems (MIS)- provide management with info it needs to effectively manage through mainly designing systems to capture relevant info and preparing reports
· Purchasing- responsible for procurement of materials, supplies, equipment and services
· Often called on to evaluate vendors for quality, delivery-time reliability service, price and flexibility 
· Personnel/ Human Resources- recruitment and training, labour relations, contract negotiations, wage and salary administration, and ensuring  the health and safety of employees
· Manufacturing engineering- design or purchase of the machines and equipment needed in the production process
· Maintenance- general upkeep and repair of equipment, buildings and grounds, heating and air-conditioning
· Product design- usually done by engineers in manufacturing companies, but can also be done by architects, scientists, chemists, and chefs
· Logistics- transportation of raw material to the plant, storage and transportation of goods to warehouses, retail outlets or final customers
The Scope of Operations Management
· Primary function of operations management is to guide the system by decision making
· Certain decisions affect design of the system, and others are operational
· Design decisions are usually strategic and long term
· planning decisions are tactical and medium term
· scheduling decisions are execution and control decisions are short term
· system design- decisions that relate to product and service design, system capacity, the geographic location of facilities, arrangement of departments and placement of equipment within physical structures and acquisition of equipment 
· operational activities- involve management of personnel, inventory planning and control production planning, scheduling, project management and quality assurance 
· op. management has vital stake in system design because system design essentially determines many of the parameters of operations 
Differentiating Production of Goods versus Performance of Services 
	Production of goods some of the shocks cause by variable demand 
Service and performance of services differ in:
1. Customer contact, use of inventories, and demand variability
· Performance of a service occurs at the point of consumption
· Good producers can build up inventories of finished goods enabling them to absorb some of the shocks caused by variable demand
· Service operations cannot build up inventories and are much more sensitive to demand variability
2. Uniformity of input
· Service ops subject to greater variability of inputs than typical goods producing ops
· Good ops often have ability to carefully control the amount of variability of inputs
3. Labour content of jobs
· Service ops often require higher labour content whereas goods production typically can be more capital intensive 
4. Uniformity of output
· Goods production tends to be smooth and efficient
· Service activities sometimes appear slow and awkward, and output is more variable 
5. Measurement of productivity
· In goods production it is more straightforward
· Service ops, variations in demand intensity and in the requirements from job to job make productivity measurement considerably more difficult 
6. Quality assurance
· More challenging in services when performance and consumption occur at the same time
· Goods production, errors can be corrected before the customer receives the output
The Operations Manager’s Job
· Key figure in the system-> has ultimate responsibility for the creation of goods or performance of service
· Must coordinate the use of resources through the management activities of planning, organizing, directing and controlling 
· Planning, organizing, controlling and directing
Operations Managers and Decision Making 
· Chief role of operations manager is decision making
· Tools necessary to handle those decisions/ general approaches to decision making:
Models
· An abstraction of reality, a simplified representation of something 
· They ignore the unimportant details so that attention can be concentrate on the most important aspects of a situation, thus increasing the opportunity to understand a problem and its solution 
· For each model, learn:
· Its purpose
· How its used to generate results
· How these results are interpreted and used 
· What assumptions and limitations apply
Quantitative Approaches
· Often embody an attempt to obtain optimum solutions to the mathematical models of managerial problems, sometimes done by solving a set of equations
· Ex. linear programming- used for optimum allocation of scarce resources 
· Ex 2. Queuing tecniques are useful for analyzing situations in which waiting lines form
· Ex 3. Inventory techniques are widely used to control inventories 
· Ex 4. Project scheduling techniques such as PERT (program evaluation and review technique) are useful for planning, coordinating and controlling large-scale projects 
· Ex 5. Forecasting techniques – used for forecasting demand 
· Ex 6. Statistical techniques are currently used in many areas of decision making, including quality control 
Analysis of Trade-offs
· Listing advantages and disadvantages, pros and cons, and add weights to certain factors 
The Systems Approach
· System- a set of interrelated parts that must work together
· This approach emphasizes interrelationships among these parts
· Essential whenever something is being designed, redesigned, implemented, improved or otherwise changed
Establishing Priorities
· Recognizes that some elements are better than other enables managers to direct the efforts to where they will do the most good to avoid wasting time and energy on insignificant elements 
· Pareto phenomenon- a few factors account for a high percentage of results achieved
· Something will be very important for achieving an objective or solving a problem, and other things will not
· Also known as the 80/20 rule- approx.. 20% of factors will impact approx.. 80% of the results achieved 
Ethics
· Op. managers have the responsibility to make ethical decisions
· Ethical issues in many aspects of operations management including:
· Worker safety- providing adequate training, maintain equipment in good working condition, maintaining a safe working environment
· Product safety- providing products  that minimize the risk of injury to users or damage to property or the environment 
· The environment- not doing things that will harm the environment
· Closing facilities- taking into account the impact on a community, and honoring commitments that have been made 
The Historical Evolution of Operations Management 
· Craft production- used in the earliest days to produce goods system in which highly skilled workers use simple, flexible tools to produce small quantities of customized goods according to customers specifications
The Industrial Revolution (began 1770s)
·  Substituting machine power for human or animal powered. Steam engine
· Disicion of labour- breaking up a production process into small tasks so each worker performs a small portion of the overall job
· Interchangeable parts- parts of a product made to such precision that they do not have to be custom fitted (standardized parts so that any part in a batch of parts would fit

Scientific Management

· Brought widespread changes to the management of factories 
· Spearheaded by American efficiency engineer and inventory, Frederick Taylor 
· Based on observation, measurement, analysis and improvement of work methods and economic incentives 
· Emphasis on maximizing output 
· People who contributed- Frank Gilbreth, Lillian Gilbreth, Henry Gantt
· Mass production- introduced by Ford, for car manufacturing, system in which lower-skilled workers use specialized machinery to product high volumes of standardized goods 
· Heavily emphasized the technical aspects of work design

The Human Relations Movement 
· Emphasized the importance of human element in job design and importance in motivation
· Giving special attention to workers is critical for improving productivity


Decision Models and Computers
· Decision models for forecasting, production planning, project management and other areas of operation management 
The Influence of Japanese Manufacturers
· They developed or refined management practices that increased he productivity of their operations and the quality of their products which sparked interest internationally 
· Total quality management- involving every employee in a continual effort to improve quality and satisfy the customers 
· Lean production- system that uses minimal amounts of resources to produce a high volume of high-quality goods with some variety
· Skilled workers are more involved in maintaining and improving the system than their mass production counterparts 
Major Trends
· Orgs consistently monitor trends and take them into account in their strategies and operations management 
· Long-term trends affecting operations management:
1. The internet and e-commerce- offers great potential for organizations and has altered the way companies compete in the market place
a. Ecommerce- use of the internet and other electronic networks to buy and sell good and services
2. Technology- advances have led to a vast array of new products and processes 
· Computers have a great impact  on organizations, revolutionizing the way companies operate
3. Globalization- global completion, markets, supply chains and operations are having a growing impact on the strategies and operations of orgs- large and small
4. [bookmark: _GoBack]Supply chains- a sequence of activities and organizations involved in producing an delivering a good or service 
