
Operations and Productivity
Chapter 1



Learning objectives
At the end of this lesson, you should be able to:

1.Define operations management
2.Explain the distinction between goods and services
3.Describe supply chain
4.Discuss importance of  operations management 

5.Explain the difference between production and productivity
6.Compute productivity index
8.Identify the critical variables in enhancing productivity

NEXT WEEK



What is Operations/Production 
Management?



What is Operations/Production Management

Discipline that applies to all enterprises 

Need effective and efficient tools and techniques to 
produce products and deliver services - Quality, 
Costs, Delivery, + safety + sustainability +...

How to manage operations - suppliers and customers 
located all over the world

Office, Universities, Banks, Hospitals, Factories, 
Warehouse…..



What is production ?

Creation goods and services.

What is difference between goods 
and services?

Transfer funds between banks, liver 
transplant, filling up hotel room, 
education of a student - Services

The production activities of tangible and intangible products are 
called operations = Need managing



Definition of OM /PM

Operations management (OM) is the set of 
activities that create value in the form of goods and 
services by transforming inputs into outputs

Give one example 
of a product you 
frequently use

Give one example of input.

Give one example of output.









What is supply chain?

What is meaning of this term ? Supply chain

Do you make or buy your raw materials, parts, components?

Where do source your raw materials from?

How to ensure products delivery promise?

How to ensure efficiency?

How to manage supply chain - order, delivery, quality, 
costs?  



Value added through Supply Chain
Value to customer -
create through 
Marketing, 
Operations and 
Finance 

Firms depend on 
suppliers for inputs 
(raw materials, 
packaging, 
machines, etc)

Specialized 
knowledge of 
making products and 
producing services 



Why study Operations Management?

What is goal of any operations?

Need to study how people organize 
themselves 
Need to know how to produce the goods and 
services

Need to understand the job of Operations Manager

Companies must survive through increasing effective operations = 
Need OM knowledge



For Increased Profits and Reduced Costs = Need to 
Optimize Operations



What Operations Manager do?

What are the 5 management functions (or jobs)?





Operations 
manager applies 
the 5 
management 
process to the 10 
decisions areas





















Goal of ALL organizations should be



Productivity
What is productivity?

P = Output /Input
Ratio of production output/goods and services (dollar value 
or some physical measure) with the input measurement (labor 
man-hours, costs of raw material and others)

Important Note!
Production is a measure of output 

only and not a measure of 
efficiency

Production is NOT Productivity

Objective is to improve productivity
- Efficiency and effectiveness



Productivity Measurement

Units produced = 1000 units

Labor hours used = 250 hours
P = 1000/250 = 4 units per 
hour

Called Single factor ProductivityHow to increase Productivity? 



Productivity Measurement

If more than one resource or 
input such as material, 
energy usage, capital, etc. 

Called Multifactor productivity or 
Total Factor Productivity (TFP)

P = Output / Labor + Material + Energy + Capital + Miscellaneous

Make sure same measurement units - example Dollar per dollar







Chapter 2
Operations Strategy in Global 

Environment



Learning objectives
At the end of this lesson, you should be able to:

3. Explain key success factors and core competencies used in 
strategy development

2. Identify and explain three strategic approaches to competitive 
advantage

4. Apply factor rating method to evaluate both country and 
provider outsources

5. Explain four global operations strategy options

1. Define mission and strategy



Outline
1. A Glo b a l Vie w o f O p e r a t io n s

2. De ve lo p in g  Mis s io n s  a n d  St r a t e g ie s

3. Ac h ie vin g  Co m p e t it ive  Ad va n t a g e  Th r o u g h  
O p e r a t io n s

4 . Is s u e s  in  O p e r a t io n s  St r a t e g y

5 . St r a t e g y De ve lo p m e n t  a n d  Im p le m e n t a t io n

6. St r a t e g ic  Pla n n in g , Co r e  Co m p e t e n c ie s , a n d  
O u t s o u r c in g

7. Glo b a l O p e r a t io n s  St r a t e g y O p t io n s



Global Operations and Supply Chain

Growth in world trade, global capital 
markets, and movement of people 
internationally = economic integration and 
interdependence results in globalisation

Global competitiveness - impacts quality, 
variety, customization, convenience, 
timeliness, costs = global strategies 
contribute to efficiency, add value to goods 
and services 

Complexity, risks, competition intensified



Boeing Global Supply Chain strategy for 
Competitive Advantage



Reasons for Globalisation

1. Improve the supply chain
2. Reduce costs (labor, taxes, tariffs, etc.)
3. Improve operations
4. Understand markets
5. Improve products
6. Attract and retain global talent

















Missions and Strategy

What is mission ? 

Mission is where is the organization purpose 
for existence
Answers “What do we contribute to society?”
Focus and boundaries of our business 
activities 

Companies develop MISSION 
STATEMENTS















What 
factors will 
determine 
company’s 
mission?



Strategy
What is strategy?

Action plan to achieve mission
Functional areas have strategies.
Strategies exploit opportunities and 
strengths, neutralize threats, and avoid 
weaknesses

How are strategies 
developed? 

What strategies can 
be used to achieve 
our mission?

Competitive advantage - Firms compete 
based on 3 strategies
1.Differentiation - better or different = UNIQUENESS

2. Costs leadership - cheaper than competitor

3. Response - responsive, delivery time, On time or 
promised, efficient serives



Differentiation (Unique)

Product features - any examples

Experience difference - engage customers - service 
quality - any examples?

Uniqueness - beyond both the physical 
characteristics and service attributes to encompass 
everything that impacts customer’s perception of 
value





Competing on costs

Any examples?

Low cost leadership = 
achieving maximum value as 
defined by customers
Low cost or cheap does not 
mean low value or low quality



Competing on Response
How you define response?

Reliable and Quick
What is reliable? What is quick?

Flexible =Able to match market 
changes such as design 
innovations, or volume 
fluctuations

Ability to respond, change, and adapt to new situations 
including Covid pandemic now 

Reliability is meeting schedules

And dependable accurate 
services (information in website, 
etc)

Timeliness is quickness
in design, production,and delivery





Strategies 
and Issues 
During 
Product Life 
Cycle



Strategy Development and Implementation





Identify Key Success Factors and Core Competencies

KSFs = activities necessary to achieve mission -
must get right - Delivery Process for FedEX

What are core competencies?

Set of skills, talents, and capabilities of the firm 
to win market



KSFs and Core Competencies

For car company ?? what are key activities must have to 
compete??



Develop 
strategies -
example 
Southwest 
airlines



Implementing the Strategies



Outsourcing as a strategy

Which activities do you oursource?

What is outsourcing?
Outsourcing - transferring activities to 
outside / external 
parties/suppliers/contractors

Increased technological expertise

More reliable and cheaper 
transportation

Rapid development and deployment 
of advancements in 
telecommunications and computers

Non-core or low value adding activities

Combination of low cost and more 
specialization







Global Operations Strategy Options
What is international business?



Match the strategies with the proper companies/services below 
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