GMS 401- Lecture 3, Chapter 2
Competitiveness
· Competitiveness is the reason a company prospers, barely gets by or fails
· Depends on the capabilities and performance of the company in its marketplace 
· Competitiveness- abilities and performance of an organization in the marketplace compared to other organizations that offer similar goods or services
· Strategy- the long-term plans that determine the direction an organization takes to become (or remain) competitive
· Strategic planning- the managerial process that determines a strategy for the organization
· Key purchasing criteria- the major elements influencing a purchase: price, quality, variety, and timeliness
· Price- the amount a customer must pay for the good or service and if all factors are equal a customer will choose one that is less in cost
· Quality- characteristics of models and options available, more variety= more range of customers
· Timeliness- availability of goods or services when they are needed by the customer
· Most customers trade off price against the other purchasing criteria and choose the “best buy” or “best value”
· Value= quality, timeliness, etc./ price
· Order qualifiers- purchasing criteria that customers perceive as minimum standards of acceptability to be considered for purchase 
· Order winners- purchasing criteria that cause the organization to be perceived as better than the competition 
· Competitive priorities- the important given to operations characteristics:
· Cost- unit production of a good or performance of a service to the org
· Quality- org’s perspective means determining customer’s quality requirements, translating these into specifications for goods and services and consistently producing to these specifications
· Flexibility- being able to produce a variety of goods/services in the same facility, includes customization, easiness of increasing or decreasing the production quantity
· Delivery- being able to consistently meet promised due dates by producing on time and quickly
Strategic Planning
· Process of determining a strategy, long-term plans that will set a new direction for an org 
· Implement it through allocation of resources and action plans
Mission, Vision, and Values
· Mission- where the organization is going now
· Vision- where the organization desires to be in the future
· (along with mission) provides a general direction for an org and should lead to org goals
· Values- shared beliefs of the org’s stakeholders
· Strategies, tactics and action plans- strategy is the long-term plans that will determine the direction an org will take to become/remain competitive
· Strategy is determined during the strategic planning process 
· Long-term functional plans are sometimes called functional strategies 
· Tactics- medium-term plans used as components of a strategy
· Action plan- a medium or short-term project to accomplish a specific objective, assigned to an individual with a deadline and the resources needed 

Operational Strategy
· The approach that is used to guide the operation’s functions
· Comprises a set of well-coordinated policies, objectives, and action plans, directly affecting the operations function, which is aimed at securing a long-term sustainable advantage over the competition 
· Operations policies, objectives and action plans are classified into nine strategic decision categories:
1. [bookmark: _GoBack]Facility- how to specialize or focus each facility: by market group, or production process type
2. Capacity- long-term capacity decision relate to size of plants and major equipment
3. Vertical integration- ownership of a major part or the whole of the supply chain, cost, coordination, and control are the important factors
4. Vendor relations- determines how the quality of purchased goods will be assured
5. Product mix and new products- challenge of operations mgmt. increases as variety of products and the rate of new product introduction increase 
6. Process types and technology- 4 generic process types (job shop, batch, assembly line, and continuous flow) process type determines the appropriate technologies and degree of process automation 
7. Human resources- being rewarded for good work, various types of compensation and incentives are used
8. Quality- determined during the design and production, decision is whether to assign the responsibility of quality control to the workers
9. Operations infrastructure and systems- decisions include choosing a computerized planning and control system, whether to use just-in-time production, operation policies, etc. 
Formulation of an Operations Strategy
1. Link org goals to operations strategy and determine requirements of the goals
2. Categorize customers, for each group determine if cost, quality, delivery or flexibility should be emphasized
3. Group product lines into types: ex. low volume and high volume
4. Conduct operations audit to determine the strengths/weaknesses of current operations strategy in each of  the 9 strategies categories and assess the relative standing of products against competitor’s
5. Assess degree of focus at each plant, can you the product-process matrix to detect the degree of congruence between a product line and its natural process 
6. Develop operations strategy and re-allocate product lines to plants in necessary 
a. Each 9 strategic decision categories, state the objectives, policies and action plans then deploy them
Generic Operations Strategies
· They are theme based operations  improvement programs and plans such as just-in-time production and total quality management/continuous improvement 
· Popular generic operations strategies have been changing over time 
· Time-based competition- strategy that focuses on reduction of time needed to accomplish tasks
· E.g develop new products or services and market them, respond to a change in customer demand 
· Costs are generally less, productivity is higher, and quality tends to be higher
· Outsourcing- buying a part of a good/service or a segment of production/service process from another company, a supplier 
Productivity 
· A measure of productive use of resources, usually expressed as the ratio of output to input 
· Productivity ratio: Productivity= output/input
· This ration can be computed for a worker, department,  org or entire country
· Productivity growth= current period productivity – previous period productivity/ previous period productivity
· Key factor in a country’s standard of living, productivity ups value to the economy while keeping inflation in check 
Measuring Productivity 
· Partial productivity- when its measured from a single point
· Often greatest use in operations management 
· Multifactor productivity- more than one input
· Total productivity and profit of a company are directly related: total productivity is revenue/total cost, whereas profit = revenue – total cost
· Productivity measures can also be used to judge the performance of an entire industry or a country as a while (aggregate measures)
· Prod. Measures serve as scorecards of the efficient use of resources 
· Productivity Measurement of Services is harder 
· Could result in misleading conclusions about productivity growth 
· Factors that affect productivity
· Methods and management
· Equipment and technology
· Labour
