chapter 1
introduction to operations & supply chain management
what do operations & supply chain managers do?
· Operations management
· Designs, operates & improves productive systems
· Operations
· A function or system that transforms inputs into outputs of greater value
· Often defined as a transformation process 
· Transformation process
· Series of activities along a value chain extending from supplier to customer
· Activities that do not add value are superfluous and should be eliminated
· Non-value adding activities

transformation prpocess
· Inputs are transformed into outputs
· [image: ]Requirements and feedback from customers are used to adjust factors in the transformation process
· May in turn alter inputs
· Variety of types of processes
· Physical: manufacturing operations
· Locational: transportation or warehouse  operations  
· Exchange: retail operations  
· Physiological: health care  
· Psychological: entertainment
· Informational: communication  
operations function
· 4 primary functional areas of a firm
· Operations, marketing, finance & human resource
· Operations is the technical core of the organization
evolution of operations & supply chain management
· Craft production
· Process of handcrafting products or services for individual customers
· Division of labour 
· Dividing a job into a series of small tasks each performed by a different worker
· Interchangeable parts
· Standardization of parts initially as replacement parts enabled mass production
· Scientific management
· Systematic analysis of work methods 
· Identifies the best method of performing a job
· Mass production
· High-volume production of a standardized product for a mass market
· Quality revolution
· Emphasis on quality and the strategic role of operations
· Production should be tied to customer demands
· Lean production
· Adaption of mass production that prizes flexibility (rather than efficiency) and quality (rather than quantity)
· Supply chain management
· Was born to manage the flow of information, products & services across a network of customers, enterprises & supply chain managers

historical events in operations management
· Industrial Revolution (1769 – 1790)
· Division of labour, interchangeable parts
· Scientific Management (1911 – 1913)
· Human Relations (1930 – 1960s)
· Operations Research (1947 – 1970s)
· Quality Revolution (1970s – 1990s)
· Internet Revolution (1990s – 2000s) 
· Supply chain management
· Globalization (1990s – 2000s)
· Green Revolution (today)
globalization
· Advantages of going global 
· Favourable costs
· Gain access to international markets
· More responsive to changes in demand
· Build reliable sources of supply 
· Keep up with the latest trends & technologies
· Falling trade barriers & the Internet paved the way for Globalization
· Managing global operations and quality in a far-reaching supply chain is an added challenge 
· Many companies are bringing their supply chain closer to home
· Concept known as Near-sourcing
productivity & competitiveness
· Competitiveness
· Degree to which a nation can produce goods and services that meet the test of international markets while simultaneously maintaining or expanding the real incomes of its citizens
· Productivity
· The ratio of output to input
· Emphasizes output produced, not output sold
· If products produced are not sold, inventories pile up and increases in output can accelerate a company’s decline
· 
· Output: Sales made, products produced, customers served, meals delivered, or calls answered 
· Input: Labour hours, investment in equipment, material usage, or square footage 

measures of productivity
· Single Factor Productivity
· Compares output to individual inputs 
· 
· Multifactor Productivity
· Relates output to a combination of inputs 
· 
· Total Factor Productivity
· Compares total quantity of good and services produced with all the inputs used to produce them
· 

measurement of service productivity
· Measurement of service productivity is problematic because services: 
· Are intangible
· Involve intellectual activities
· Have output with a high degree of variability 

strategy & operations
· Strategy
· Provides direction for achieving a mission
· It unites an organization, provides consistency in decisions & keeps the organization moving in the right direction
· Strategic plan focuses on the gap between the firm’s vision and its current position
· Strategy formulation consists of 5 basic steps

1 – defining a primary task
· Represent the purpose of a firm
· What the firm is in the business of doing
· Determines the competitive arena
· Should not be defined too narrowly
· Typically expressed in a firm’s mission statement
· Clarifies what business a company is in
2 – assessing core competencies
· What a firm does better than anyone else 
· It can be exceptional service, higher quality, faster delivery or lower cost
· Core competencies are not static
· Should be nurtured, enhanced & developed over time
· Core competencies that do not evolve and are not aligned with customer needs can become core rigidities for a firm

3 – determining order winners & order qualifiers
· Order Qualifiers
· Characteristics of a product or service that qualify it to be considered for purchase by a customer
· Oder Winner
· Characteristic of a product or service that wins orders in the marketplace
· Final factor in the purchasing decision
4 – positioning the firm
· How the firm chooses to compete – what unique value it will deliver to the customer
· Effective positioning strategy
· SWOT matrix: Strength, weakness, opportunities, threats
· Consider the strengths & weaknesses of the organization
· Needs of the marketplace
· Positions of competitors

competing on cost
· Waste elimination
· Continuously pursuing the removal of all waste  
· Examination of cost structure
· Looking at the entire cost structure for reduction potential
· Lean production
· Providing low costs through disciplined operations  

competing on speed
· Fast moves, Fast adaptations, Tight linkages  
· Internet  
· Customers expect immediate responses 
· Service organizations 
· Always competed on speed (McDonald’s, LensCrafters, and Federal Express) 
· Manufacturers 
· Time-based competition
· Build-to-order production and efficient supply chains 
· Fashion industry 
· Two-week design-to-rack lead time of Spanish retailer (Zara) while (Gap) still has six-month time to market policy. 

competing on quality
· Minimizing defect rates or conforming to design specifications
· Ritz-Carlton - one customer at a time 
· Service system designed to “move heaven and earth” to satisfy its 500,000 customers.  
· Employees empowered to satisfy a guest’s wish  
· Teams set objectives and devise quality action plans
· Each hotel has a quality leader
competing on flexibility
· Ability to adjust to changes in product mix, production volume, or design
· Mass customization
· The mass production of customized parts 
· National Bicycle Industrial Company 
· Offers 11,231,862 variations 
· Delivers within two weeks at costs only 10% above standard models 
[bookmark: _GoBack]
5 – strategy deployment
· Implementing a strategy can be more difficult than formulating it.  
· Companies struggling to align day-to-day decisions with corporate strategy can resort to two types of planning systems
· Policy deployment: Translates corporate strategy into measurable objectives 
· Balanced scorecard: Examines a firm’s performance in 4 areas
1. Finances: how should we look to our shareholders? 
2. Customers: how should we look to our customers?  
3. Processes: at which business process must we excel?  
4. Learning & growing: how will we sustain our ability to change and improve?
· Key performance indicators: Set of measures to help managers evaluate performance in critical areas. 
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