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PREFACE

Operations may not run the world,
but it makes the world run

This is our 10th edition

It’s the 10th edition of this text, which means it’s been
around a long time! Since the first edition was published,
a lot has happened to the subject of operations man-
agement. Supply networks, technologies, how people
work and, above all, how the social responsibility of
operations is viewed, have all changed radically. And
so has this text. Over the years, we have changed the
treatment and content to reflect key developments as
(and often before) they fully emerge. Our philosophy
has always been that we should keep pace with what is
happening in the real world of operations management
as it is practised.

One of the things that has affected the real world of
operations management, is the COVID-19 pandemic.
This edition was prepared as the Global pandemic was
profoundly disrupting many established operations prac-
tices. Some pandemic-related changes will undoubtably
endure, others will not. Some changes were simply accel-
erated versions of what was happening before the pan-
demic — for example, working from home. Others were
relatively novel — workplace barriers, travel restrictions
and socially distanced working. At the time of writing, it
is not at all clear how widespread or long-lasting some of
these changes will be. We have tried to use the COVID-
19 pandemic to illustrate underlying principles of oper-
ations management and explain some of its effects, but
without letting pandemic issues dominate the text.

It is adapting the content and coverage of the sub-
ject that has allowed us to maintain our market-leading
position over the 10 editions. In 2021, this text was
listed in the top 10 most highly cited business, mar-
keting, accounting and economics textbooks world-
wide, according to the Financial Times Teaching Power
Rankings. It is our ambition to continue to include the
many exciting developments in the subject well into the
future. To help achieve this ambition, we are delighted
to welcome a third author to the team. Our friend and
colleague, Dr Nicola Burgess is a Reader at Warwick
Business School. She has considerable teaching, research
and administrative experience, and brings significant

XVi

expertise to the team, particularly in the fields of ‘lean’
operations, operations improvement and healthcare
management.

Why you need to study operations
management

Because operations management is everywhere. Every
time you experience a service and every time you buy
a product, you are benefiting from the accomplish-
ments of the operations managers who created them.
Operations management is concerned with creating the
services and products upon which we all depend. And
all organisations produce some mixture of services and
products, whether that organisation is large or small,
manufacturing or service, for profit or not for profit,
public or private. And, if you are a manager, remember
that operations management is not confined to the oper-
ations function. All managers, whether they are called
operations or marketing or human resources or finance,
or whatever, manage processes and serve customers
(internal or external). This makes at least part of their
activities ‘operations’.

Because operations management is important. Thank-
fully, most companies have now come to understand the
importance of operations. This is because they have real-
ised that, in the short-term, effective operations manage-
ment gives the potential to improve both efficiency and
customer service simultaneously. Even more important,
operations management can provide the capabilities that
ensure the survival and success of an enterprise in the
long term.

Because operations management is exciting. It is at
the centre of so many of the changes affecting the busi-
ness world — changes in customer preference, changes
in supply networks, changes in how we see the envi-
ronmental and social responsibilities of enterprises, pro-
found changes in technologies, changes in what we want
to do at work, how we want to work, where we want
to work and so on. There has rarely been a time when
operations management was more topical or more at the
heart of business and cultural shifts.



Because operations management is challenging. Pro-
moting the creativity that will allow organisations to
respond to so many changes is becoming the prime task
of operations managers. It is they who must find the
solutions to technological and environmental challenges,
the pressures to be socially responsible, the increasing
globalisation of markets and the difficult-to-define areas
of knowledge management.

The aim of this text

This text provides a clear, authoritative, well-structured
and interesting treatment of operations management as
it applies to a variety of businesses and organisations.
The text provides both a logical path through the activi-
ties of operations management and an understanding of
their strategic context.

More specifically, this text is:

» Strategic in its perspective. It is unambiguous in
treating the operations function as being central to
competitiveness.

» Conceptual in the way it explains the reasons why
operations managers need to take decisions.

» Comprebensive in its coverage of the significant
ideas and issues that are relevant to most types of
operation.

» Practical in that the issues and challenges of making
operations management decisions iz practice are dis-
cussed. The ‘Operations in practice’ boxes through-
out each chapter and the case studies at the end of
each chapter, all explore the approaches taken by
operations managers in practice.

» International in the examples that are used. There are
over 100 descriptions of operations practice from all
over the world, over half of which are new for this
edition.

» Balanced in its treatment. This means we reflect the
balance of economic activity between service and
manufacturing operations. Around 75 per cent of
examples are from organisations that deal primarily
in services and 25 per cent from those that are pri-
marily manufacturing.

Who should use this text?

This text is for anyone who is interested in how services
and products are created:

» Undergraduate students on business studies, technical
or joint degrees should find it sufficiently structured
to provide an understandable route through the sub-
ject (no prior knowledge of the area is assumed).

» MBA students should find that its practical discus-
sions of operations management activities enhance
their own experience.

» Postgraduate students on other specialist masters
degrees should find that it provides them with a
well-grounded and, at times, critical approach to the
subject.

Distinctive features

Clear structure

The structure of the text uses the ‘4Ds’ model of opera-
tions management that distinguishes between the strate-
gic decisions that govern the direction of the operation,
the design of the processes and operations that create
products and services, planning and control of the deliv-
ery of products and services, and the development, or
improvement, of operations.

lllustrations-based

Operations management is a practical subject and can-
not be taught satisfactorily in a purely theoretical man-
ner. Because of this we have used short ‘Operations in
practice’ examples that explain some of the issues faced
by real operations.

Worked examples

Operations management is a subject that blends quali-
tative and quantitative perspectives; worked examples
are used to demonstrate how both types of technique
can be used.

Critical commentaries

Not everyone agrees about what is the best approach
to the various topics and issues with operations man-
agement. This is why we have included “critical com-
mentaries’ that pose alternative views to the ones being
expressed in the main flow of the text.

Responsible operations

In every chapter, under the heading of ‘Responsible
operations’, we summarise how the topic covered in the
chapter touches upon important social, ethical and envi-
ronmental issues.

Summary answers to key questions

Each chapter is summarised in the form of a list of
bullet points. These extract the essential points that
answer the key questions posed at the beginning of each
chapter.
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Case studies

Every chapter includes a case study suitable for class
discussion. The cases are usually short enough to serve
as illustrations, but have sufficient content also to serve
as the basis of case sessions.

Problems and applications

Every chapter includes a set of problem-type exercises.
These can be used to check your understanding of the
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concepts illustrated in the worked examples. There are
also activities that support the learning objectives of the
chapter that can be done individually or in groups.

Selected further reading

Every chapter ends with a short list of further reading
that takes the topics covered in the chapter further, or
treats some important related issues. The nature of each
piece of further reading is also explained.



TO THE INSTRUCTOR. ..

Teaching and learning resources for the 10th edition

New for the 10th edition

In the 10th edition we have retained the extensive set
of changes that we made in the 9th edition. In addition,
with slight modification, we have retained the ‘4Ds’
structure (direct, design, deliver and develop) that has
proved to be exceptionally popular. Needless to say, as
usual, we have tried to keep up to date with the (increas-
ingly) rapid changes taking place in the wonderful world
of operations.

Specifically, the 10th edition includes the following
key changes:

» The coverage of ‘lean operations’, which was included
in the ‘Deliver’ part in previous editions, has been
moved to the ‘Develop’ part. This reflects the change
in how ‘lean’ is seen in the subject. Its emphasis has
shifted more towards a holistic approach to opera-
tions and improvement. And, while its role in plan-
ning and control remains relevant, lean is increasingly
seen as an improvement approach.

» The ‘Problems and applications’ questions have been
extended. Each chapter now has up to 10 questions
that will help to practise analysing operations. They
can be answered by reading the chapter. Model
answers for the first two questions can be found on
the companion website for this text. Answers to all
questions are available to tutors adopting the text.

» Many totally new end-of-chapter case studies have
been included. Of the 19 chapters, 10 cases are new

to this text. We believe that these cases will add
significantly to students’ learning experience. How-
ever, several of the most popular cases have been
retained.

» In every chapter we have included a new section
called ‘Responsible operations’. This summarises
how the topic covered in the chapter touches upon
important social, ethical and environmental issues.
We have found that using this feature to develop the
important issues of social, ethical and environmental
responsibility through each session provides a useful
learning thread that students respond to.

» We have extended and refreshed the popular ‘Oper-
ations in practice’ examples throughout the text. Of
more than 100 examples, around 50 per cent are new
to this text.

» We have further strengthened the emphasis on the
idea that ‘operations management’ is relevant to
every type of business and all functional areas of the
organisation.

» We have placed greater stress on the worked examples
in each chapter, so as to give students more help in
analysing operations issues.

» Many new ideas in operations management have been
incorporated. However, we have retained the empha-
sis on the foundations of the subject.

» A completely new instructor’s manual is available
to lecturers adopting this textbook, together with
PowerPoint presentations for each chapter.
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TO THE STUDENT. . .

Making the most of this text

All academic texts in business management are, to some
extent, simplifications of the messy reality that is actual
organisational life. Any text has to separate topics, in
order to study them, which in reality are closely related.
For example, technology choice impacts on job design
that in turn impacts on quality management; yet, for
simplicity, we are obliged to treat these topics individu-
ally. The first hint, therefore, in using this text effectively
is to look out for all the links between the individual
topics. Similarly with the sequence of topics, although
the chapters follow a logical structure, they need not
be studied in this order. Every chapter is, more or less,
self-contained. Therefore, study the chapters in what-
ever sequence is appropriate to your course or your
individual interests. But because each part has an intro-
ductory chapter, those students who wish to start with
a brief ‘overview’ of the subject may wish first to study
Chapters 1, 6, 10 and 15 and the chapter summaries of
selected chapters. The same applies to revision — study
the introductory chapters and summary answers to key
questions.

The text makes full use of the many practical exam-
ples and illustrations that can be found in all operations.
Many of these were provided by our contacts in com-
panies, but many also come from journals, magazines
and newsfeeds. So if you want to understand the impor-
tance of operations management in everyday business
life, look for examples and illustrations of operations

XX

management decisions and activities in newsfeeds, social
media and magazines. There are also examples that you
can observe every day. Whenever you use a shop, eat
a meal in a restaurant, download music, access online
resources or ride on public transport, consider the oper-
ations management issues of all the operations of which
you are a customer.

The end-of-chapter cases and problems are there to
provide an opportunity for you to think further about
the ideas discussed in the chapters. The problems can
be used to test out your understanding of the specific
points and issues discussed in the chapter and discuss
them as a group, if you choose. If you cannot answer
these you should revisit the relevant parts of the chapter.
The cases at the end of each chapter will require some
more thought. Use the questions at the end of each case
study to guide you through the logic of analysing the
issue treated in the case. When you have done this indi-
vidually try to discuss your analysis with other course
members. Most important of all, every time you analyse
one of the case studies (or any other case or example in
operations management) start off your analysis with the
two fundamental questions:

» How is this organisation trying to compete (or satisfy
its strategic objectives if a not-for-profit organisation)?

» What can the operation do to help the organisation
compete more effectively?



Ten steps to getting a better grade

in operations management

We could say that the best rule for getting a better grade
is to be good. I mean really, really good! But there are
plenty of us who, while fairly good, don’t get the grade
we really deserve. So, if you are studying operations
management, and you want a really good grade, try fol-
lowing these simple steps:

Step 1 Practise, practise, practise. Use the ‘Key ques-
tions’ and the ‘Problems and applications’ to check your
understanding.

Step 2 Remember a few key models and apply them
wherever you can. Use the diagrams and models to
describe some of the examples that are contained within
the chapter.

Step 3 Remember to use both quantitative and quali-
tative analysis. You’ll get more credit for appropriately
mixing your methods: use a quantitative model to
answer a quantitative question and vice versa but qual-
ify this with a few well-chosen sentences. Each chapter
incorporates qualitative and quantitative material.

Step 4 There’s always a strategic objective behind any
operational issue. Ask yourself, ‘would a similar opera-
tion with a different strategy do things differently?’ Look
at the ‘Operations in practice’ examples in the text.

Step 5 Research widely around the topic. Use websites
that you trust — don’t automatically believe what you
read. You’ll get more credit for using references that
come from genuine academic sources.

Step 6 Use your own experience. Every day, you’re
experiencing an opportunity to apply the principles of
operations management. Why is the queue at the airport
check-in desk so long? What goes on on in the kitchen
of your favourite restaurant?’

Step 7 Always answer the question. Think ‘what is really
being asked here? What topic or topics does this ques-
tion cover?’ Find the relevant chapter or chapters, and
search the key questions at the beginning of each chapter
and the summary at the end of each chapter to get you
started.

Step 8 Take account of the three tiers of accumulating
marks for your answers:

(a) First, demonstrate your knowledge and understand-
ing. Make full use of the text to find out where you
need to improve.

(b) Second, show that you know how to illustrate and
apply the topic. The case studies and ‘Operations in
practice’ sections provide many different examples.

(c) Third, show that you can discuss and analyse the
issues critically. Use the critical commentaries
within the text to understand some of the alternative
viewpoints.

Generally, if you can do (a) you will pass; if you can do
(a) and (b) you will pass well; and if you can do all three,
you will pass with flying colours!

Step 9 Remember not only what the issue is about, but
also understand why! Try to understand why the con-
cepts and techniques of operations management are
important, and what they contribute to an organisation’s
success. Your new-found knowledge will stick in your
memory, allow you to develop ideas and enable you to
get better grades.

Step 10 Start now! Don’t wait until two weeks before an
assignment is due. Read on, and GOOD LUCK!

Nigel Slack, Alistair Brandon-Jones and Nicola Burgess
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his part of the text introduces the idea of ‘operations’ and the operations

function. It also examines the fundamental activities and decisions that
shape the overall direction and strategy of the operations function. The
chapters in this part are:

» Chapter 1 Operations management

This introduces the common ideas that describe the nature and role of operations and processes in
all types of organisation.

» Chapter 2 Operations performance

This identifies how the performance of the operations function can be judged.

» Chapter 3 Operations strategy

This examines how the activities of the operations function can have an important
strategic impact.

» Chapter 4 Managing product and service innovation

This looks at how innovation can be built into the product and service design process.

» Chapter 5 The structure and scope of supply

This describes the major decisions that determine how, and the extent to which, an operation adds
value through its own activities.



Operations management

KEY QUESTIONS INTRODUCTION

Operations management is about how organisations create and
deliver services and products. Everything you wear, eat, sit on, use,
read or knock about on the sports field comes to you courtesy of
the operations managers who organised its creation and delivery.
Everything you look up on a search engine, every treatment you
receive at the hospital, every service you expect in the shops and

1.1 What is operations management?

1.2 Why is operations management
important in all types of
organisations?

1.3 What is the input- every lecture you attend at university - all have been created by
transformation-output process? operations managers. While the people who supervised their
creation and delivery may not always be called ‘operations
1.4 What is the process hierarchy? managers’, that is what they really are. And that is what this text is

concerned with — the tasks, issues and decisions of those
operations managers who have made the services and products on
which we all depend. This is an introductory chapter, so we will
examine what we mean by ‘operations management’, how
operations processes can be found everywhere, how they are all
similar yet different, and what it is that operations managers do
(see Figure 1.1).

1.5 How do operations (and
processes) differ?

1.6 What do operations managers do?

Topic covered in

Direct this chapter

Operations
management

Operations Operations

strategy

Product
and service
innovation

structure
and scope of
supply

Operations
management

Figure 1.1 This chapter examines operations management



1.1 What is operations management?

Operations management is the activity of managing the resources that create and deliver services and
products. The operations function is the part of the organisation that is responsible for this activity. Every
organisation has an operations function because every organisation creates some type of service and/or
product. However, not all types of organisation will necessarily call the operations function by this name.
(Note in addition that we also use the shorter terms ‘the operation’ or ‘operations’ interchangeably with
the ‘operations function’.) Operations managers are the people who have particular responsibility for
managing some, or all, of the resources that comprise the operations

function. Again, in some organisations, the operations manager could Operations principle

All organisations have ‘operations’ that
produce some mix of services and products.

be called by some other name. For example, they might be called the
‘fleet manager’ in a distribution company, the ‘administrative
manager’ in a hospital, or the ‘store manager’ in a supermarket.

LEGOLAND® and LEGO® both rely on their
operations managers

OPERATIONS IN

PRACTICE

LEGOLAND!

Theme parks are a multi-billion-dollar industry. And one of
the best-known brands in the industry is LEGOLAND®,
whose LEGO-themed attractions hotels and accommoda-
tion are aimed primarily at families with children aged 3 to
12. LEGOLAND has parks in seven countries and across
three continents. The first park opened over 60 years ago,
near the LEGO factory in Billund, Denmark. Location is
important. For example, LEGOLAND Deutschland is
located in Bavaria close to Switzerland and Austria, all
markets with a significant Lego following. All LEGOLAND
parks are operated by the UK-based Merlin Entertainments,
which also operates other branded attractions in the United
Kingdom, Italy and Germany, such as Madame Tussauds,
The London Eye, Warwick Castle and Alton Towers. What
all of these have in common is that they provide their visi-
tors with an ‘experience’. Every stage of each attraction that
customers (usually referred to as ‘guests’) move through
has to be designed to create an intense or immersive expe-
rience centred on theming around movie or television
characters, or in the case of LEGOLAND, LEGO intellectual
property. The individual attractions in theme parks require
considerable investment, often using sophisticated technol-
ogy. Maintaining the utilisation of these attractions means
trying to manage the flow of guests around the park so that
they are queuing for as little time as possible. However,
public holidays, seasons and weather will all impact on the

They may seem to be very different businesses, even
though they partly share the same name. LEGOLAND is a
world-renowned chain of location-based family leisure
theme parks, and LEGO is one of the best-known makers
of learning toys. But look in more detail and they share
many common operations management activities. It is by
looking at these activities that we can understand some of
the similarities and difference between operations.

number of guests wanting to visit each park. But however
busy a park is, the quality of its guests’ satisfaction with the
experience is an important part of LEGOLAND’S operations
management. What it calls its ‘Guest Obsession” with creat-
ing smooth and memorable experiences for its guests
includes regularly monitoring guest satisfaction scores and
using ‘net promoter’ measurement (see Chapter 2 for a
discussion of net promoter scores).

CHAPTER1 OPERATIONS MANAGEMENT

5



LEGO?

The LEGO Group, a privately held, family-owned company,
with headquarters in Billund, Denmark, is one of the lead-
ing manufacturers of play materials. Lego bricks are
manufactured at the Group’s factories, located to be near
its key markets in Europe and the United States. The
company’s success is founded on a deceptively simple idea.
One LEGO brick is unremarkable but put one or two or
more together and possibilities start to emerge. For exam-
ple, there are more than 915 million possible ways of
arranging six standard four-by-two bricks.> With all the
elements, colours and decorations in the LEGO range, the
total number of combinations becomes very large indeed.
Yet however many bricks you assemble, and irrespective of
what colour or set they are from, they will always fit
together perfectly because they are made to very high
levels of precision and quality. The company’s motto is
‘Only the best is good enough’. At the Billund operation,
60 tons of plastic is processed every 24 hours, with its
moulding machines supplied by a complex arrangement of
tubes. This stage is particularly important, because every
LEGO piece must be made with tolerances as small as 10
micrometres. The moulds used by these machines are
expensive, and each element requires its own mould. Robot
trolleys travel between the machines, picking up boxes and
leaving empty ones, an investment in automation that
means that few people are required. In the packaging
process the LEGO sets take their final form. The system
knows exactly how much each packed box should weigh

at any stage and any deviation sets off an alarm. Quality
assurance staff perform frequent inspections and tests to
make sure the toys are robust and safe. For every 1 million
LEGO elements, only about 18 (that’s 0.00002 per cent)
fail to pass the tests. In addition, throughout the process,
the company tries to achieve high levels of environmental
sustainability. Plastic is extensively recycled in the factory.

Operations management is central to both
businesses

Both LEGOLAND, which provides an entertainment
service, and LEGO, which manufactures the famous LEGO
bricks, depend on their operations managers to survive and
prosper. It is they who design the stages that add value to
the guests or the plastic that flows through the operation.
They manage the activities that create services and
products, they support the people whose skill and efforts
contribute to adding value for both customers and the
business itself. They attempt to match the operation’s
capacity with the demand placed upon it. They control
quality throughout all the operation’s processes. And they
make whatever strategy each organisation has into practi-
cal reality. Without effective operations management,
neither business would be as successful. Of course, there
are differences between the two operations. One ‘trans-
forms’ their guests, the other ‘transforms’ plastic. Yet they
share a common set of operations management tasks and
activities, even if the methods used to accomplish the tasks
are different.

Table 1.1 Some activities of the operations function in various organisations

Internet service provider | Fast-food chain International aid charity | Furniture manufacturer

P Maintain and update
hardware

P Locate potential sites for
restaurants

P Update software and
content

P> Provide processes and

P Respond to customer
queries

P Maintain service quality

P> Develop, install and maintain
P Implement new services  equipment

P Ensure security of P Reduce impact on local area

customer data P Reduce packaging waste

equipment to produce burgers, etc.

P Provide aid and
development projects for
recipients

P> Provide fast
emergency response
when needed

P Procure appropriate raw
materials and components

P Make sub-assemblies
P Assemble finished products

P Deliver products to

customers
P> Procure and store

. P Reduce environmental
emergency supplies

impact of products and

P> Be sensitive to local processes

cultural norms

If you want a flavour of some of the issues involved in managing a modern successful operation,
look at the ‘Operations in practice’ example, ‘LEGOLAND® and LEGO® both rely on their opera-
tions managers’. It illustrates how important the operations function is for any company whose
reputation depends on creating high-quality, sustainable and profitable products and services. Their
operations and their offerings are innovative, they focus very much on customer satisfaction, they
invest in the development of their staff, and they play a positive role in fulfilling their social and
environmental responsibilities. All of these issues are (or should be) high on the agenda of any oper-
ations manager in any operation. Continuing this idea, Table 1.1 shows just some of the activities of
the operations function for various types of organisations.
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Operations in the organisation

The operations function is central to the organisation because it creates and delivers services and
products, which is its reason for existing. The operations function is one of the three core functions
of any organisation. These are:

» the marketing (including sales) function — which is responsible for positioning and communicating

the organisation’s services and products to its markets in order to generate customer demand;

» the product/service development function — which is responsible for developing new and modified
services and products in order to generate future customer demand;

» the operations function — which is responsible for the creation and delivery of services and products
based on customer demand.

In addition, there are the support functions that enable the core functions to operate effectively. These
include, for example, the accounting and finance function, the technical function, the human resources
function and the information systems function. Remember that although different organisations may call
their support functions by different names, almost all organisations will have the three core functions.
However, there is not always a clear division between functions. This leads to some confusion over
where the boundaries of the operations function should be drawn. In this text, we use a relatively
broad definition of operations. We treat much of the product/service development, technical and
information systems activities and some of the human resource, marketing, and accounting and
finance activities as coming within the sphere of operations management. We view the operations
function as comprising all the activities necessary for the day-to-day fulfilment of customer requests
within the constraints of social and environmental sustainability.
This includes sourcing services and products from suppliers and

delivering services and products to customers. Operations principle

Figure 1.2 illustrates some of the relationships between oper- Operations managers need to cooperate
ations and other functions in terms of the flow of information with other functions to ensure effective
between them. Although not comprehensive, it gives an idea of organisational performance.

the nature of each relationship. Note that the support functions

have a different relationship with operations to the core functions. Operations management’s
responsibility to support functions is primarily to make sure that they understand operations’ needs
and help them to satisfy these needs. The relationship with the other two core functions is more
equal — less of ‘this is what we want’ and more ‘this is what we can do currently — how do we
reconcile this with broader business needs?’

1.2 Why is operations management important in all types
of organisations?

In some types of organisation, it is relatively easy to visualise the operations function and what it does,
even if we have never seen it. For example, most people have seen images of a vehicle assembly line.
But what about an advertising agency? We know vaguely what they do — they create the advertisements
that we see online, in magazines and on television — but what is their operations function? The clue lies
in the word ‘create’. Any business that creates something must use resources to do so, and so must have
an operations activity. Also, the vehicle plant and the advertising agency do have one important element
in common; both have a higher objective — to make a profit from creating and delivering their products
or services. Yet not-for-profit organisations also use their resources to create and deliver services, not
to make a profit, but to serve society in some way. Look at the examples of what operations manage-
ment does in five very different organisations in Figure 1.3 and some common themes emerge.

Start with the statement from the ‘easy-to-visualise’ vehicle plant. Its summary of what opera-
tions management does is: ‘Operations management uses machines to efficiently assemble products
that satisfy current customer demands’. The statements from the other organisations are similar
but use slightly different language. Operations management uses not just machines but also ‘knowl-
edge’, ‘people’; ‘our and our partners’ resources’ and ‘our staff’s knowledge and experience’, to
efficiently (or effectively or creatively) assemble (or produce, change, sell, move, cure, shape, etc.)
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operations management’s

Accounting
and finance

function Process WD
technology Communicating the
options capabilities and

Human .
Systems for Marketing
resources (HR) ; . 4
function design, planning function

O Core functions

The broad scope of
Technical

responsibilities function

Process
technology
needs

Product/service
development

Financial analysis
for performance Provision of
measurement relevant data
and decision
making

New product/
service ideas

constraints of
operations
processes

Operations
function

Communicating the

capabilities and
constraints of

operations processes

Communicating
human resource
needs

Communicating
information
system needs

Recruitment,
development
and training

Market
requirements

and control and
improvement

Information
systems (IS)
function

Support functions

Figure 1.2 The relationship between the operations function and other core and support functions of the organisation
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determining how it should be managed.

products (or services or ideas) that satisfy (or match or exceed

Operations principle or delight) customer (or clients’ or citizens’ or society’s) demands
The economic sector of an operation is less (or needs or concerns or even dreams).
important than its intrinsic characteristics in Whatever terminology is used there is a common theme and a

common purpose to how we can visualise the operations activity
in any type of organisation; small or large, service or manufactur-
ing, public or private, profit or not-for-profit. Operations management uses ‘resources to appropriately
create outputs that fulfil defined market requirements’ (see Figure 1.4). However, although the essen-
tial nature and purpose of operations management is the same in any type of organisation, there are
some special issues to consider, particularly in smaller organisations and those whose purpose is to
maximise something other than profit.

Operations management in the smaller organisation

Operations management is just as important in small organisations as it is in large ones. Irrespective
of their size, all companies need to create and deliver their services and products efficiently and effec-
tively. However, in practice, managing operations in a small or medium-size organisation has its own
set of problems. Large companies may have the resources to dedicate individuals to specialised tasks,
but smaller companies often cannot, so people may have to do different jobs as the need arises. Such
an informal structure can allow the company to respond quickly as opportunities or problems present
themselves. But decision making can also become confused as individuals’ roles overlap. Small
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Physician’s surgery — Operations
management uses knowledge to
effectively diagnose conditions in
order to treat real and perceived
patient concerns

All of these are

/ operations \

Management consultancy -
Operations management uses
people to effectively create the
services that will address current
and potential client needs

Automobile assembly factory —
Operations management uses
machines to efficiently assemble
products that satisfy current
customer demands

Advertising agency — Operations
management uses our staff’s
knowledge and experience to
creatively present ideas that delight
clients and address their real needs

Disaster relief charity — Operations
management uses our and our
partners’ resources to speedily
provide the supplies and services
that relieve community suffering

Figure 1.3 All of these are operations that produce some mix of products and services

Operations management uses...

Resources | to | Appropriately Create Outputs ([that Fulfil Defined Market Requirements
People Effectively Produce Services Meet Current Customer Demands
Technology Efficiently Assemble Products Satisfy Potential Citizens’ Needs
Knowledge Creatively Sell Ideas Exceed Perceived Clients’ Concerns
Information Reliably Move Solutions Delight Emerging || Society’s Dreams
Partners Accurately Cure Knowledge etc. Real etc. etc.
etc. etc. Diagnose etc. etc.
Shape
Fabricate
etc.
Transforming Nature of the Performance The operation’s
resources transformation standard customers
Transformation Nature of the Nature of the Customers’
product/service objectives objectives

objectives

Figure 1.4 Operations management uses resources to appropriately create outputs that fulfil defined market requirements
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