
Chapter 5 

Design of Goods and Services



Learning Objectives

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

1. Define product life cycle

2. Describe a product development system

3. Explain how time-based competition is 
implemented by OM

4. Describe how products and services are defined by 

Operations Management



Learning Objectives

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

4. Describe the documents needed for production

5. Explain how the customer participates in the 
design and delivery of services



►Global market

► 3-dimensional CAD system

► Reduced product development time

► Reduced problems with tooling

► Reduced problems in production

►Assembly line production

► JIT
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● Fundamental to an organization's strategy with 
implications throughout the operations function

Goods and Services Selection

● Organizations exist to provide goods or services to 
society

● Great products are the key to success

● Top organizations typically focus on core products
● Customers buy satisfaction, not just a physical good or 

particular service



● New products generate substantial revenue

Goods and Services Selection

● Goods or services are the basis for an 
organization's existence

● Limited and predictable life cycles requires 
constantly looking for, designing, and developing 
new products



Innovation 

and New 

Products



Goods and Services Selection

● Effective product strategy links product decisions 
with investment, market share, product life cycle 
and product lines

● Products - covers tangible goods and service 
products - Insurance products, Bank Home 
Mortgages, Healthcare services



The objective of the product 
decision is to develop and 

implement a product strategy that 
meets the demands of the 

marketplace with a competitive 
advantage

Product Decision

Product decision 

- The selection, 

definition and 

design of the 

products

What is the objective of product decision?What is product decision?



Product Strategy Options

● Rapid response
○ Toyota

● Differentiation
○ Shouldice Hospital

● Low cost
○ Taco Bell



Product Life Cycles

● The operations function must be able to 
introduce and produce the new products 
successfully

● Products born, live and die
● May be any length from a few days (concert t-

shirt) months (seasonal fashion) to decades 
(Boeing 737)



What are 

the 4 

stages of 

Product 

Life Cycle?



Fine tuning may warrant 
unusual expenses for

1. Research

2. Product development

3. Process modification and 
enhancement

4. Supplier development

INTRODUCTION PHASE GROWTH PHASE

MATURITY PHASE
DECLINE PHASE

● Product design begins to 
stabilize

● Effective forecasting of 
capacity becomes 
necessary

● Adding or enhancing 
capacity may be 
necessary

● Competitors now established
● High volume, innovative 

production may be needed
● Improved cost control, reduction 

in options, paring down of 
product line

● Unless product makes a 
special contribution to the 
organization, must plan to 
terminate offering



Generating New Products

1. Understanding the customer

2. Economic change

3. Sociological and demographic change

4. Technological change

5. Political and legal change

6. Market practice, professional standards, 
suppliers, distributors





Organizing for Product Development

● Traditionally – distinct departments

○ Duties and responsibilities are defined

○ Difficult to foster forward thinking

● A Champion

○ Product manager drives the product through the 

product development system and related 

organizations 



Organizing for Product Development

● Team approach

○ Cross functional – representatives from all disciplines 

or functions

○ Product development teams, design for 

manufacturability teams, value engineering teams

● Japanese “whole organization” approach

○ No organizational divisions



Manufacturability and
Value Engineering

Benefits:
1. Reduced complexity of the product
2. Reduction of environmental impact
3. Additional standardization of components
4. Improvement of functional aspects of the product
5. Improved job design and job safety
6. Improved maintainability (serviceability) of the 

product
7. Robust design

Manufacturability and value engineering - activities that 

help improve product’s design, production, 

maintainability and use.











Sustainability and Life Cycle 

Assessment (LCA)

● Sustainability means meeting the needs of the 

present without compromising the ability of 

future generations to meet their needs

● LCA is a formal evaluation of the 

environmental impact of a product

● CIRCULAR ECONOMY



Product Development Continuum

● Product life cycles are becoming shorter and 

the rate of technological change is increasing

● Developing new products faster can result in 

a competitive advantage

● Concept is called Time-Based Competition









Defining a Product

● First definition is in terms of functions

● Rigorous specifications are developed during the 

design phase

● Manufactured products will have an engineering 

drawing

● Bill of material (BOM) lists the components of a 

product





● Engineering drawing

○ Shows dimensions, tolerances, and materials

○ Shows codes for Group Technology

Product Documents

● Bill of Material 

○ Lists components, quantities and where 

used

○ Shows product structure



Engineering Drawings

Figure 5.8







Documents for Production

❏ Assembly drawing

❏ Assembly chart

❏ Route sheet

❏Work order

❏ Engineering change notices (ECNs)



Assembly Drawing

► Shows exploded view 
of product

► Details relative 
locations to show how 
to assemble the 
product

Figure 5.11 (a)

























First Bank Corp. Drive-up Teller 

Service Guidelines

• Be especially discreet when talking to the customer through the 
microphone.

• Provide written instructions for customers who must fill out forms you 
provide.

• Mark lines to be completed or attach a note with instructions.

• Always say “please” and “thank you” when speaking through the 
microphone.

• Establish eye contact with the customer if the distance allows it.

• If a transaction requires that the customer park the car and come into 
the lobby, apologize for the inconvenience.






