Topic 1- operations
Chapter 1: ROLE OF OPERATIONS MANAGEMENT
The role of operations managementThe creation of goods and the provision of services by businesses. The transformation of inputs into outputs or products to be sold. This involves:   * planning activities   * purchasing inputs     * managing inventory   * selecting and implementing manufacturing processes   * Developing strategies to gain a sustainable competitive advantage. |

The strategic role of managementA strategic decision is one that affects the business in the long term. The strategic goals areto improve:   * productivity   * efficiency   * quality of outputsTherefore, all strategic decisions will focus on lower costs to an industry benchmark through efficiency and producing a good or service that is different to and competitive against rivals in the market. There are 3 types of strategies that are commonly used by businesses to gain and maintain a competitive advantage. These are:   * cost leadership   * product differentiation   * market segmentationcost leadershipA cost leadership strategy is where a business aims to be the lowest cost manufacturer within its industry. The products are the basic, no-frills type with fewer features, perhaps lower quality and using low-cost packaging. Low costs can be achieved through:   * economies of scale in production and distribution,     * access to cheaper raw materials   * exclusive access to a large source of low cost inputs   * Distributing the product using dealers who work with lower profit margins.The issues that operation mangers need to be aware   are:   * Competitors can use the same strategy and can achieve even lower costs   * The business’s product is not perceived by customers

to be equal to its competitors because competitors offer better technology, features and service.   * Developments in technology change consumer preferences   * Consumers may even feel that these types of ‘throwaway are not environmentally sustainable   * A strong competitor uses aggressive marketing with heavily discounted pricesproduct differentiationA product may achieve a greater market share because it is uniquely different to its competitors. It may be achieved through:   * Better quality   * Faster delivery   * Custom designed products   * Location of operations   * More features and applications A differentiated product can command a higher premium price in the market as customers are attracted to the product and build up brand loyalty. |

Goods and services in different industriesManufacturing   outputs:   * physical, tangible     * can be reused     * more capital intensive (machinery)   * can be stored   * Hard to modify once manufactured.Services outputs :   * intangible   * can only be used by one customer once   * more labour intensive     * more interaction with customers   * Easier to change and customise.There are some similarities, they both:   * Use technology   * Must make predictions   * Deal with customers and suppliers   * Make decisions about capacity |

Interdependence of operations and the business   * Specialisation – where the business is separated into different functions, each of which is highly skilled at its specific task or role.     * Interdependence – where the different parts of a business must rely on each other to perform their task or role.
There will be a constant flow of information between operations and the other key business functions: marketing,

human resources and finance.   * In marketing, research identifies the nature of goods consumers’ desire and marketing strategies encourage purchases.   * Operations must supply a product that has the features and quality consumers demand as well as reliably distributing this product to the market.     * The finance manager will create budgets and make funds available   to purchase inputs, equipment, repairs   * Human resources will ensure that enough employees with the appropriate skills |

Chapter 2: INFLUENCES
GlobalizationGlobalization gives consumers the opportunity to purchase products from the business that provides the most value for money. Globalization has created many opportunities for Australian businesses to expand overseas. First, there is the opportunity to reduce costs through establishing a global supply chain. Second, access to a global market to sell the outputs of operations.GLOBAL BUSINESS   * Globalization is defined as the integration and interdependence of the economies of different countries, creating a global economy.   * Integration refers to the joining together of different economies through trade, technology, deregulation and global businesses.The reasons for the global web of operations are to drive costs down and exploit the competitive advantage each region has to offer. |

INFLUENCESDifferent currencies   * A depreciation of the Australian dollar (AUD) against the currency of the country inputs are being sourced from will lead to rising costs   * Businesses use hedging. This is any strategy used by a business to reduce financial risk. This is to eliminate the risks from the value of currency appreciating and depreciating.       * Global businesses use

transaction exposure. This is entering into contracts to buy and sell foreign exchange to purchase inputs from businesses in other countries.       * Subsidiary- a business that is owned by the global corporation that supplies inputs. Hedging uses subsidiaries so that all transactions are in the same currency.       * Special contracts between global businesses called derivatives are used.Trade agreements   * A bilateral trade agreement is an agreement between two countries to reduce barriers to trade and promote economic integration. Multilateral trade agreements are between more than two nations.   * Regionalism has been occurring very recently. This is the classification of the world’s region based on their geography and economic links.     * There have been regions forming economic alliances, e.g.   Europe, the North American Free Trade Alliance, or NAFTA, members (Mexico, United States and Canada) and the South- East Asian nations (including China).   * Trading blocs- A group of nations that have formed a trade alliance by signing a multilateral trade agreement. Countries in trading blocs have less restrictions so, businesses trade with countries in the same bloc.By using a large-scale operations model businesses can share costs and reduce the expense of developing, producing and distributing products to the global marketglobal consumers   * Globalization enables higher incomes and many parts of the world have a rapidly growing middle class who wish to buy goods and services that improve their quality of life     * Products will have to be differentiated in some aspect to suit the different culture of the local market.     * Market research is needed to inspect the language, religion and ethics.Cultures

  * It is advisable for global businesses use local experts that can help prevent issues caused by cultural clashes and communication problems.   Technology   * Technologies such as smart phones and the internet are drivers of globalization, enabling service-based businesses to penetrate global markets with the international distribution of information.     * Strategies to acquire technology include a joint venture or strategic alliance with another business or simply purchasing businesses that have the desired technology.   * Technology can result in the development of new methods of production or new equipment that helps businesses perform functions more quickly and often at a lower cost.   When making decisions about technology, factors need to considered:   * the speed of change taking place   * the technology that competitors use   * the finances available for a change   * how long it will take to introduceRobotics   * Robotics refers to the development of robots, which are programmable machines   that have sensors that can detect changes in   their environment.         * Robots:   * don’t need breaks   * are more precise   * Have no emotions   * Need to be paidCAD & CAM   * Computer-aided design (CAD) is computer   technology that allows architects, engineers   and designers to draw and adjust three dimensional   designs using a computer.   The designs can be created based on   the specifications or special conditions   set by each client’s requirements.         * It allows designs   to be looked at from various angles and   provides a more effective visual presentation .   * Computer-aided manufacture (CAM)   Computer technology   that directly links the   design process to the   manufacturing

process   using computers.         * This process provides electronic links for exchanging   data, which results in time being saved and   fewer mistakes being made.         * With CAM software, the computer can be set to control large   sections of production with greater   efficiency, fewer errors and fewer staff.   Quality expectations   * Customers will have   certain beliefs about:         * durability – how long the product lasts   given a reasonable amount of use         * reliability – how long the product   functions without needing maintenance   or repairs         * fit for purpose – how well the product   actually does all the things advertising   claims.     * Operations must be organized to maximize quality and customer satisfaction.Cost based competition   * A business can gain a price advantage   over its competitors by using operational   strategies that lower costs. In this way   the business can reduce its prices lower   than its rivals.   Cost advantages can be obtained by:       * Outsourcing       * Using cheaper inputs       * Lowering qualityGovernment policies   * Government policies are methods used   by the government that encourage the   operations function of a business to be   more innovative and competitive.     * A common way to support   these innovative businesses is to provide a   monetary benefit such as a financial grant   or tax concessions.     * There has been a gradual reduction in ‘protection’ of Australian businesses forcing them to be more efficient in their operations and reduce costsLegal regulation   * The aim of government regulation of business is to promote safety and fair   business conduct.     Many   of the regulatory requirements exist at a   local, state and federal level.

    * It is the legal responsibility of the operations manager to be aware of the all laws relevant to the   operations function and ensure that the   business complies with them.   Impact of legislation |
Area of regulation | Legislation | Legal obligations and implications |
Workplace safety |     * Occupational Health and Safety Act 1991 (Cth) |   Employers must make sure that employees are provided with a good working environment. |
Hazardous material |     * Occupational Health and Safety Act 1991 (Cth)   * Dangerous Goods (Road and Rail Transport) Act 2008 (NSW) | Training, warning signs and safety precautions to prevent injury.   Safe measures to transport hazardous and dangerous goods. |
Environmental protection | Federal Environment Protection and Biodiversity Conservation Act 1999 (EPBC Act) | Operations must ensure hazardous waste, fuels and chemicals do not enter the environment. |
Environmental sustainability   * Ecological sustainability refers to the development and use of methods of production that allow resources to be used   by producers today without limiting the   ability of future generations to satisfy their   needs and wants.     * Consumers need to be aware of the cost and disposal of excessive packaging.     * Society will have a positive attitude towards businesses that are environmentally friendly and good   corporate citizens.   Corporate social responsibility (CSR)   * CSR is how success and profitability is determined by   how well it considers the interests of employees, consumers and the community.   * This is an extension of the triple bottom line. (financial , social and environmental evaluation).   * Other social responsibilities   are:       * Human rights       * Corruption

      * Labour standards Ethical responsibility and legal compliance   * Ethical behaviour involves making decisions that are not only legally correct but also, in a   sense, morally correct.     * Many businesses publish a code of conduct. This code will cover   issues such as:       *   supporting charities and local   community organisations         * consulting the community prior to   implementing a significant change to the   business         * Promoting human and civil rights both   in Australia and overseas.     * For operations, a code of conduct will be concerned with:         * minimising harm to the environment         * reducing waste, recycling and reusing             * producing value-for-money, quality   products         * improved customer service.     * Laws will impact the operations strategies used. For example:   * Operations cannot release more than a legal maximum amount of pollution     * Products must meet minimum standards for quality and safety for consumers   * Products created by Operations must perform as they are promoted to   * Employees must have a safe working environment (no dangerous machinery, or unsafe procedures). Environmental sustainability and social responsibility   * By pursuing environmentally sustainable goals a business will be contributing to a better quality of life for society.     *   Businesses have a Australian SAM Sustainability Index. This measure determines the performance of Australian companies in terms of their environmental sustainability and social responsibility.     * A good public image will encourage long-term profitability. |

Chapter 3 :operations processes
Operations processes   * Operations processes are the activities involved

in the transformation of inputs into outputs. This may also be referred to as the production system or operations   system.     * Each activity adds value so that the output has a greater value than the cost of inputs.         * When assessing the performance of the operations functions the manager determines how effectively the business makes and assembles raw materials and components into finished goods and services, distributes   to wholesalers, retailers and customers,   and provides after-sales customer   service.     * Some approaches are:       * “Top down” approach- the operations business function interprets and aims to play its role in achieving the business objectives.       * Systems management approach- focuses on integrating operations with the other key functions   to create sustainable competitive advantage |

Inputs     * The inputs in an operation system are the       * physical raw materials-       * skills/knowledge       * creativity or knowledge to produce skills or products.   * Intangible inputs- time and money     * The outputs are the inputs converted into goods and services.   * Inputs can be classified as:       * Materials- raw materials, parts and components, power and energy supplies       * People- labour, managers, engineers       * Physical- factory and office buildings, land, office equipment |

Transformed resources   * Transformed resources are the inputs that are changed or converted into something else as component or a finished good or service.     * Businesses use a combination of transformed resources (materials, information and customer). E.g. quantas uses fuel, information and customers.   Information is gained and customers are taken to their destination.   * The

types of transformed resources are:   * Materials are the raw ingredients components, parts and supplies (gas & electricity) used up in operations.       * Supplies are different to raw ingredients.       * All materials can be considered current assets that are constantly flowing in and out of the business and not kept for longer than 12 months.     * Information is stored in files, in computer programs and in databases. This information is used to make plans, execute operations and keep controls over materials inputs.   E.g. about how to produce, technical knowledge.       * Information comes from the analysis of the performance of the operations system. Examples of information include the work schedules such as critical path analysis diagrams, architectural designs, customer orders, engineering plans and quality analysis reports.     * Customers can be changed in different ways. Customers:       * Feel value has been added to their lives after seeing films or going to holidays |

Transforming resources   * These are the resources that remain in the business and are applied to the inputs to change them to add value.   They are the resources that assist in the value adding activites.Human resources   * People are the greatest asset to any business.   * This is because the skill, knowledge, capabilities and   labour of people is applied to materials   to convert them into goods and services.     * The human resources function to provide the business with suitably qualified, skilled and experienced employees.Facilities   * These are the buildings, land, equipment and technology the business used in operations. They are non current assets.   * Facilities house the operations, storing equipment and

the materials. |

Transformation processes   * The transformation processes are those activities that determine how value will be added.   These processes can add value in four ways:         * physical altering of the physical inputs or the changes that happen to people         * Production method using a combination of labour, equipment & technology         * Type of production method: Job, Batch, Flow       * transportation of goods or services, e.g. having them delivered to a more convenient location       * protection and safety from the environment; for example, protecting assets       * inspection by giving customers a better understanding of the good or service |

Influences – volume, variety and visibility   * There are four dimensions of operations, referred to as the 4Vs, (volume, variety, visibility, variation). The influence that is most important depends on the type of production.   * Production methods:       * Job- suits those products and service that require customer requests. It is a highly flexible system but with low output. E.g. designer homes and cars. Costs per unit are high.       * Batch- products are made in batches or groups. E.g. bakery. Suits businesses that have variations.       * Flow- involves a continuous flow of inputs and outputs. It is often associated with assembly lines. Products have little variation.   E.g. Fuel refineries. Costs per unit are low.Volume   * Volume is the actual number of products or services produced by the operation.   * A business using mass production will produce a high volume with a high degree of process repetition.   * A business with customization and low production will allow for lots of stoppages and adjustments.     * When volume

is the largest factor, there will be lots of capital facilities and technology, but less labour. Assembly lines using convey or belts will be common and organized.     * Low volume= 5 star restaurant, high volume = fast food restaurant.Variety   * Variety refers to the number of different models and variations offered in the products or services.     * A business producing a high volume product with low variety will be capital intensive.   * Low variety= car factory with small variations. High variety= financial advice.Variation   * Variation can change according to time of day, season, holidays and time of year.     * When there is steady levels with no variation, there will be high volume and capital costs.   * Low variation= bread and milk. High variation = ice cream factoryVisibility   * Operations will also be influenced by the degree to which customers can see the operations in action.   * Service-based businesses will have a high level of visibility. Speed of operations will also be important as customers usually have a much lower tolerance for waiting.   * High visibility= restaurant. Low visibility=   beef producer. |

Scheduling and sequencing   * Scheduling and sequencing tools are used to identify all steps in the operations process and organise them into the most efficient order to complete.   It will need information like       * What activities are used       * When activities will occur       * Which activities are related   * Task analysis- The breakdown of exactly how the manufacture of a good or activities to provide a service is to be accomplished.   Task analysis are done to investigate how long it takes for each activity to provide a good or service.Gantt charts   * Gantt 

charts- Records the number of tasks involved in each particular project and the estimated time needed for each task, but will not show the relationship between each of the tasks.     * Dates can be set for the completion of tasks.     * It allows the business to compare the actual progress to the original expected progress.Critical path analysis   * A critical path analysis (CPA) is an appropriate scheduling tool for use in an operation that involves a series of repeated tasks.     * It is a flow diagram that shows the interrelationship of tasks.   * The critical path time period is the longest path taken to complete the whole project.   * Each number indicates how many weeks it takes to complete each stage/task/ |

Technology, task design and process layoutTechnology   * Technology is a key input into the operations process.   * The improvements in the machines, equipment and devices used to transform inputs into outputs are called process technologies.     * Product technology is quite different and this is the innovation in the products themselves.   * Technology can give the business more flexibility as it:       * Allows the business to respond to changes in the market more easily, e.g. changing volumes and variations.       * Allows the business to apply software modeling programs, the internet and wireless communication to the process.   * Flexible manufacturing systems- integrated approach to using technologyTask design   * Task design is how the task will be completed   * Each individual task is analysed and broken down into separate steps and allocated to machines and employees with the appropriate skills, knowledge and capabilities.     * task design allows ongoing analysis and adjustments

in each activity to ensure continuous improvement in productivity.Process layout   * Facilities layout planning- the physical layout of the business’s factory or office.   *   Make the operations as effective as possible   * A process layout is where all the machinery is arranged by what they do; that is, the functions used to make the good or provide the service.   The product/service moves from department to department depending on what transformation is needed.   * Product layout- where a product moves from station to station such as in a car assembly line.   * Product layouts are used for assembly line manufacturing of large volumes of goods with few variations. |

Monitoring, control and improvement   * Monitoring- knowing how well its operations are working   * Monitoring: collecting information about the performance of operations process. These include:       * quality       * speed       * dependability       * flexibility       * customisation       * costs   * Data needs to be collected about:       * Operation costs       * Waste from operations       * Defects       * Speed of manufacturing   * The purpose of monitoring and control is to ensure the operations process runs efficiently and effectively, producing the goods and services it was designed to do.   * Control- an function that aims at keeping the business’s actual performance as close as possible to what was planned by making adjustments to the operation process   * Improvement-   the function that suggests that adjustments and readjustment may need to be made to day-to-day activities in the short term and even the entire operations process in the long term.   * Improving operations is a key strategic goal. There can be improvements

in the following areas:       * Quality- by getting it right the first time and having defect-free products and error-free services       * Speed- by increasing speed of production and delivery of services       * Dependability- by being on time with a reliable operations system, and employees       * Flexibility- through having processes that are able to change       * Cost improvements- by being efficient and productive to offer more value |

Outputs   * Outputs are the final products or services that a business offers to customers. They may be the final services or educated people (education).   * Outputs in banking are home loans and investments. Outputs in education are socially responsible young adults.Customer service   * Customer service is a service provided to customers before, during and after a purchase. Customer service is an intangible output that requires extensive contact with customers.   * Good customer service will increase consumer satisfaction.   * Customer service features include: handling customer returns, answering questions and following up customer enquiries.Warranties   * A warranty is an assurance that a business stands by the quality claims of the products they make and provide to the market.   * Under Australian law, all goods must: have   a level of quality, be suitable for the job, match the promotion and be free from defects.     * Businesses must comply with the Fair Trading Act 1987 (NSW), Competition and Consumer Act 2010 (Cth). |

Chapter 4: operations strategy
Operation strategy   * Operations strategy include:       * The activities involved in the production of a goods and supply of services.       * Specific decisions about what and how the business

produces goods and supplies services.       * The influences on operations strategies must be considered by operations managers. |

Performance objectivesPerformance objectives are the key areas of focus for Operations and therefore part of a business’s competitive strategy. Quality, speed, dependability, flexibility , customisation and cost are the main performance objectives.   * QUALITY -Having the highest quality goods and services. Good quality prevents costs by product recalls and repairs. Dimensions to quality are :       * Performance- does it do what’s claimed       * Durability- does it last?       * Aesthetics- does it look good?       * Serviceability- is it convenient to repair   * SPEED- Producing goods faster and delivering services faster. This relates to productivity.       * Productivity is output divided by input and is sometimes measured in output per unit of time.       * CAD and CAM can increase the speed without compromising quality.       * A risk of increasing the speed of operations is that quality may suffer.                         * DEPENADBILITY- Being reliable in providing what outputs were needed and when they were required.       * There is also dependability in delivery or supply – how well can the business always fill orders and distribute to markets.   * FLEXIBILITY -Being more flexible than competitors and being able to make changes to operations       * Businesses need to match the increase in demand and avoid a stock-out where the business runs out of inventory.   * CUSTOMISATION -Offering customised products to meet specific customer needs       * Custom designers can usually command a premium price.   * COST -Producing cheaply and lower than competitors     

  * A key measure of costs is using efficiency ratios and average costs.       * An important objective for costs involves the break-even point. Used to determine the point at which business starts to make a profit.       * Operating expense ratio=Operating expensesales* 1001       * average costs= total costsnumber of units       * Costs can be categorized as:         * Fixed- do not change as output changes         * Semi fixed- parts are fixed and parts are variable         * Direct- are directly related to production         * Variable- do change as output changes         * Indirect- sometimes called overheads, e.g. salaries of administration staff. |

New product or service design and development   * New products must be developed for a business to maintain competitive advantage.   * New product design is a lengthy, expensive process and few products make it to final production from the large number that may be initially developed.     * Many businesses do not have the financial resources, knowledge or time.     * However a business may supply their own version of a competitor’s new product and avoid the expense and risk of product development.   * The new product development process is as below:       * Concept development- Many ideas are discussed and assessed.       * Cost benefit analysis- Economic analysis to determine if the product is worth pursing       * Production design- Engineers design the product, work through technical difficulties and create features       * Product testing- Feedback from testing and market research |
  
Supply chain management   * The supply chain management is the stream of processes of moving goods from the customer order through the raw materials stage, supply,

production, and distribution of products to the customer.       * includes all businesses directly linked to the supply of goods or services to the business and to the customer       * It Involves the coordination of all these businesses so that inputs and outputs are delivered in the quickest, most dependable and cost effective manner   * Lead time is the time it takes for a supplier to provide its customer with the goods ordered. |

Logistics   * Logistics involves the transport of physical raw materials, inputs and the distribution of finished goods to markets.     * The goal is to achieve an efficient steady flow of material through the supply chain.     * Tasks in logistics include:       * inventory management       * purchasing inputs       * planning and scheduling   * Transport logistics- The organisation of the physical movement of goods from their point of origin to their destination. The route, method and speed of transportation are all factors to consider when delivering materials, inputs or final goods to their user when they are required.     * The role of logisticians is to ensure that operations have the right item at the right quantity at the right time at the right place. |
|

E-commerce   * Electronic commerce – or e-commerce – is a part of e-business.     * E-commerce -is the use of the internet to both buy and sell goods and services.     * E tailing- businesses that only use a virtual store and sell their goods and services through a website   * Electronic data interchange (EDI) - Use of computers, barcodes and scanner systems to monitor individual stock items and keep accurate records of inventory levels. EDI is used to have real time conversations with suppliers. |

Global outsourcing   * Global sourcing is where a business seeks to find the most cost-efficient location for manufacturing a product.     * There may be an additional incentive of low rates of tax to encourage global businesses.   * Inventory management can be improved also with e-commerce – it can be set up so that an email to a supplier is automatically generated when inventory levels are getting close to buffer stock levels.   * Advantages       * more efficient methods       * better access to IT, technology and equipment       * lower costs       * Increased speed and quality of outputs.   * Disadvantages       * Breakdowns in the business outsourced to will affect the entire operations       * Loss of control over quality, reliability and even costs       * Slower lead times and response to changes in the market       * Relationship breakdown with stakeholders e.g. redundant employee   * Businesses may:       * Buy inputs- importing its inputs from an overseas supplier that specialises in providing that inputs.         * Advantages: There are lower costs by selecting cheapest supplier, No needs to invest in a factory.         * Disadvantages: less control over quality, design and cannot protect technological innovations       * Make inputs (vertically integrate)- taking over a business and producing its own inputs         * Advantages: lower costs through economies of scale, able to protect innovations. |

Technology   * Technology is the equipment and knowledge that are available to help businesses perform certain functions or make products.   * The broad aims of implementing technology are to:       * To remove geographical barriers       * To find cost and time savings   * Factors such

as the ones below need to take into consideration:       * the speed of change taking place       * the finances available for a change   * Bleeding edge is technology is technology that is so advanced that there is a high amount of risk.   * There are 4 types of technologies:       * Leading edge – newly developed innovations       * Established – tried and proven technology. E.g. CAD, CAM, Robotics. Software such as Microsoft project can allow managers to plan and schedule operations.       * Product – new products and product innovations       * Process technology – new methods of producing and supplying inputs. |

Inventory management   * Inventory is the raw materials and input supplies used in the production process.   * Stock is the goods that are partially processed.   * Inventory management aims:   * To have enough stock available as it is needed but not too much   * To identify stock that is not selling well   * Businesses monitor and control inventory levels so that they:       * do not accumulate dead stock       * identify and sell slow-moving stock   * Management takes into account such factors as:       * cartage and freight costs       * perishability or life span of the product       * seasonal patterns in demand   * an operations manager will consider the following questions:       * At what stage of the life cycle is the business at?       * At what stage is the product life cycle at?       * What is the trend in the size of the market – growing or shrinking?Holding stock   * Holding stock/Just In Case/Buffer stock - where a business holds a certain level of stock as a reserve to cover interruptions to supply or an unexpected increase in demand. Advantages are that:       * stock is 

ready to use       * no need to rely on suppliers       * opportunity for discounts   * There is also the risk that inventory may become obsolescent. (out of date)LIFO   * LIFO literally means ‘last in, first out’ – the stock purchased most recently is sold first.   * LIFO – Last stock delivered into the business is the first used and sent out.   * This method can be used for goods that have no use-by date such as machinery.   * Advantages: On the revenue statement, the newer, more expensive stock is sold, making a higher cost of goods sold and lower profit. Thus less tax.FIFO   * ‘First in, first out’ (FIFO) assumes that the first stock that has been purchased is the oldest and will be sold first.   * FIFO – Oldest stock is moved first.     * FIFO is used for perishable items.   * Cost of goods sold will be lower and income higher.JIT   * The aim of just-in-time (JIT) inventory management is to hold as minimal stock as possible and only bring in stock from suppliers as required.   * The advantages are:       * reduces costs of storage       * increases the liquidity of working capital       * reduces the chance of stock becoming obsolete       * reduces the chance of perishable stock spoiling |

Quality management   * Quality management is ensuring that the outputs of the business are consistent, durable and reliable.   * For a consumer it can mean that the product provided by a business:   * Is well made, not defective and lasts a long time     * Does everything that advertising claims   * Has good customer service.   * There are 3 approaches to quality management: quality control, quality assurance, quality improvement.Quality control   * Quality control involves checking transformed and transforming

resources in all stages of the production process. This takes place at 3 stages:       * Feed-forward- involves the use of careful planning, before production begins, in order to prevent a problem occurring. E.g. a restaurant checking the quality of ingredients before starting to make dishes.       * Concurrent- used during work in progress; that is, during the manufacturing process. E.g. soft drink makers check the bottles and the level of liquid during production.       * feedback controls- checking the final product – after production or delivery of the service is   complete.   E.g. after cars have been made, they are checked for defects.     * Control involves establishing evaluation procedures and setting standards to measure performance.   * Business may use benchmarking (the average industry performance).   * Codes or practice (the minimum level of service that registered members of a profession are expected to provide) are used by firms. |

Quality assurance   * Quality assurance involves establishing and using a set of procedures and/or processes (standards) that will prevent product defects from occurring or errors in delivering services.     * Quality circles are regular meetings of a group of employees from different sections of the business to discuss issues arising in the workplace. Quality circles combined with work teams are effective strategies to maintain quality issues. Comparison of quality control and quality assurance |
Quality control | Quality assurance |
After the event, one person reviews the product. | No one individual is responsible for quality |
A certain percentage of defects is allowed | No defects are allowed |
Assembly lines flow continuously unless

there are repairs | Production process can be stopped. |
  * AS/NZS ISO 9001 or 9002 and 9003 are examples of certificates.   * As a ‘Quality Endorsed Company’ the certificate provides assurance that a quality management system is used.   * 9003 – Covers service-based industries. |

Quality improvement   * The total quality management (TQM) approach to quality relies on continuous improvement in all functional areas, not just operations.   (Kaizen)   * The greatest success would be getting the process right the first time; that is, zero defects as a performance objective.   * The concept of quality circles is relevant to TQM. The group tries to clearly identify any problem areas and come up with possible solutions to those problems.   * Focus is on continuous small improvements in products/processes is more effective than technological breakthrough.     * TQM reviews actions of competitions through benchmarking “world’s best practice” – this refers to comparing the business’s performance that of the highest standards globally.   * Improvements in quality can be measured using key performance indicators (KPIs). |

Overcoming resistance to change   * Kurt Lewin developed the Force Field Analysis. This identified that businesses   had driving and restraining forces.       * Driving forces push people towards change.       * Restraining forces are those that hold the business back and resist change.   * Resisting forces are linked to costs and intertia. Costs may be associated with:       * Purchasing new equipment- Technology results in long term reductions in costs.       * Redundancy payments for replaced employees - In Australia redundancy are legally required if:         * there is an Award 

of Enterprise Agreement covering redundancy pay         * the business is not a small business having more than 15 employees         * the employee has worked full-time and has worked continuously for 12 months or more       * Retraining costs to operate and manage new equipment and technology- Without adequate training,
the benefits of new equipment, technology or new processes will not be fully realized.       *   Changing the layout of the plant, factory or office- bottlenecks need to be avoided so the equipment needs to be placed appropriately.       * Inertia- Inertia is having productivity and profits to roll on to the next year. Change can create risk and uncertainty; employees may resist change, higher workloads, loss of familiar work environment. There may be fear about the financial future. The driving forces need to be understood.           * External driving forces include technology, demographics, attitudes and the law.         * Retraining programs, work teams and a flatter management structure can reduce resistance to change. |

Global factors   * Global factors that can influence business operations are the opportunity to source inputs from cheaper sources overseas, to expand and achieve economies of scale, and develop new products for an international market.       * Sourcing inputs - there is the opportunity to acquire less expensive but similar quality inputs from other countries or a low cost region (LCR) but there are other risks.           * A business may use a global web strategy to reduce operations costs. This is sourcing inputs from cheaper countries, and obtaining finance from countries with lower interest.         * Factors or influences in global outsourcing are:   

        * considerable time must be invested searching for and researching suppliers             * lack of experience in international transactions             * increased lead times       * Economies of scale - The larger the size of the business operations the lower the costs of producing each product until the business becomes too big. Costs as spread over more units.       * Scanning and learning - scanning the global environment to identify and learn the critical global trends that may impact on the business. For example:   * Changing consumer demands   * New products and services developed in other countries   * New manufacturing processes available     * Technological innovations.       * Research and development - the creation of new products and the improvement of existing ones.           * Advantages are that R&D can:             * extend the product cycle             * open up new markets internationally             * give the business a reputation         * Problems include:             * it can consume valuable financial resources             * it can be wasteful             * there may be commercial conflict         * STAGES of R&D are:             * IDEA- The first stage of this strategy is to discuss as many potential new products as possible.             * Testing - the process of determining which product from all of the suggestions should be pursued.             * Research- Market research is done to see consumer interests.             * Costing- Costs of the innovation are reviewed. Profitability is reviewed.             * Build a prototype- A prototype is made and evaluated.             * Launch- The product is launched and released             * Review sales- The sales are reviewed. |
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