Overview 
Operations : The transformation of raw materials into finished products/ services or adding value to finished products to war of competition
Adding value: improving
e.g making a gym available to members 24/7
e.g providing personal trainers
e.g providing a wider range of classes and equipment
Contemporary business practice the customer and their needs are placed first. It may not be clear but customers desire firms to engage in processes that:
Wast minimal resources in their production - lean production
e.g no wastage of electricity - energy saving resources
Reflect fair value for any labour used in processes
e.g giving a fair wage
Operate at low cost so as to maximise affordability
Minimum input for maximum output
e.ghave limited gym equipment and limited employees
Integrate environmental awareness and a need for ecologically sustainable practices
Because of education - people more aware of environment
e.g minimise electricity, water usage and use solar energy
Reflet changes in the needs of consumers over time
e.g providing holiday student packages
Globalisation comes from change in products
 
Role of operations management
Role of operations   involves:
Quality control
Inventory control (ensuring no overstocking of products)
Supply chain management (the suppliers and transporters. A supplier should provide the best quality product for the best price)
Logistics and distribution (logistics: the time of supply of a product)
Management decisions   (the first step taken)
Strategic role of operations management - cost leadership, goods/service differentiation
Strategic: long term, important and significant. It affects all key business areas.
Tangible: things you can

physically touch
Intangible: things you can not touch e.g services
Strategic management: refers to maintaining or keeping operations able to move long term or for a significant time
Business Inputs: tangible and intangible items a business puts into a business to get the product (goods or services). e.g tangibles - land, money, raw materials, technology. Intangibles - information and knowledge
Business outputs: the products (goods and services) made from the processes of transformation (operations)
Cost leadership - involves   aiming to have the lowest costs or to be the most price-competitive in the market.
A key aspect to cost leadership is that although trading with the lowest cost, the overall business should still be profitable
Therefore the operations managers must find ways to minimise costs
Economies of scale: the cost advantages that can be created because of an increase in scale of business operations. Usually come from being able to purchase lower cost per unit of input and efficiencies created from the improved use of technology and machinery.
Goods/service differentiation
Product differentiation: goods
Variation of product features
Varying product quality
Varying any augmentable features
Branding
Packaging
Raw materials used
Time of production
Skills of human resources
Product differentiation: services
Varying the amount of time spent on a service
Varying the level of expertise brought to a service
Varying the qualifications and experience of the service provider
Varying the quality of materials/technology used in service delivery
For both goods and services, differentiation can be created from cross branding or strategic alliances.
Goods and/or services in 

different industries
Interdependence with other key business functions
Interdependence: when the 4 business functions rely on each other
Tasks within the key business functions
Operations: the business processes that involve transformation. Turning raw materials and resources into outputs of finished goods or products
Marketing: the four P's (product, price, place, promotion) 
Finance: recording and summarising financial transactions into a series of reports that can easily be interpreted
Human resources: hiring, training and readjusting or firing human resources
 Influences
Globalisation, technology, quality expectations, cost based competition, government policies, legal regulation, environmental sustainability
Globalisation
Globalisation: the removal of barriers of trade between nations. It is characterised by an increasing integration between nation economies and a high degree of transfer of capital, labour, intellectual capital and ideas, financial resources and technology.
Supply chain management: refers to the range of suppliers a business has and the nature of its relationship with those suppliers. A business needs a very predictable supply chain that is highly responsive to changes in demand as experienced by the business
Globalisation influences a business and its operations as it allows a business to minimise and reduce costs by outsourcing and bringing in cheaper suppliers form overseas. This is done through the global web which refers to the network of suppliers a business has chosen on the basis of lowest overall costs lowest risk and maximum certainty in quality and timing of supplies
Innovation: when the business creates new products and in doing so leads the market 

or take an existing product and add value.
Imitation: taking a product of a competitor that has already been released into the market. The product is then taken apart to see how it is made then the business makes the product using different materials at a lower cost. The materials are usually supplied from an overseas source, therefore it being influenced by globalisation.
Technology
The design, construction and/ or application of innovative devices, methods and machinery upon operations processes. 
Technology through the operations is an enabling process
Quality expectations
One of the key goals - quality
A specific reference to how well designed, made and functional goods are, and the degree of competence with which services are organised and delivered.
Quality expectations influence operations   as the expectations that people have of businesses determine the way the products are designed, created and delivered to customers meaning operations processes must follow particular standards or prescribed minimum levels of excellence.
Quality expectations for goods and services
Quality of design
Fitness for purpose
Durability
Professionalism of the service provider, perceived through
Reliability of the service provider
Level of customisation
Cost-based competition
Cost-based competition: derived from determining breakeven point and then applying strategies to create cost advantages over competitors. 
Influences on operations management: a business can apply cost leadership to reduce both fixed and variable costs
Government policies
Political decisions affect the business rules and regulations which a business must adhere to
Policies such as taxation rates, required materials handling

practices, occupational health and safety standards, training and rules all impact on business operations
Policies can inform law-making and also lead to business opportunities, and therefore operations managers need to be fully away of the contemporary government policies and what they comprise
Legal regulation
The range of laws with which a business much comply and are collectively termed 'compliance'
Legal regulations e.g's 
OH&S - the use of machinery and in interacting with the business environment. Sage and healthy working conditions require that employees be given appropriate safety training, use of protective equipment, and work with machines that abide by noise, pollution and safety standards
Training and development: in the use and application of technology and in the appropriate methods required to work effectively
Fair work and anti discrimination laws: requiring that employees be treated with respect and dignity
Environmental protection: in the use of minimising pollution, eliminating and safely disposing of any toxic residues
Influences operations management as the business must abide to the Rules and regulations otherwise the business will face the consequences
Environmental sustainability
How the business operations should be shaped around practices that consume resources today without compromising access to these resources for future generations
Aspects of environmental sustainability
Sustainable use of renewal resources
A reduction in the use of non renewable resources
Influences operations as the business will be affected by the rise in climate change. Awareness and the need to integrate a long-term sustainable view of resource management into business planning

and practice. This can be seen through the move by businesses to reduce and minimise waste.
Corporate social responsibility
Corporate social responsibility: open and accountable business actions based on respect for people, community/society and the broader environment. It involves businesses doing more than just complying with the laws and regulation
The difference between legal compliance and ethical responsibility
Legal compliance: laws a business must follow - the prescribed standards of behaviour
Ethical responsibility: sees businesses meeting their legal obligations so taking it further by following the intention and 'spirit' of the law
Areas where businesses are expected to be LEGALLY compliant
Labour laws compliance:   minimum wages, award wages, working hours, breaks, workers compensation, health and safety laws
Environmental and public health compliance: regulations stopping dumping and pollution
Business licensing rules: those requiring particular levels of training
Taxation: any levies and duties as well as texes imposed on profits. Superannuation can be considered a form of taxation that is invested in retirement purposes
Outsourcing, compliance and business behaviour
Outsourcing: involve the use of outside specialists to undertake one or more key business functions
Can be done onshore or offshore
Onshore outsourcing: the use of domestic businesses as the outsourcing provider
Offshore outsourcing: taking the activities to a provider in another country.
this allows a business to take advantage of the significant cost saving. (lower taxation rates, lower standards of labour, weaker environmental and intellectual property regulations all allow businesses to reduce 

their compliance costs)
Environmental sustainability and social responsibility
Allow economic development. Using methods of production that conserve the earths resources for future generations is important. 
There is growing consumer expectations that businesses go 'green'
Corporate social responsibility: a business's management of the social, environmental,   political and human consequences of its actions.
A socially responsible business tries to achieve 2 goals:
Expanding the business
Providing for the greater good of society
Therefore must consider society and their expectations.
Socially responsible business behaviour costs money in the short term but in the long run turns out to be to the company's own interest.
  * 
Operations Processes
The main role of an operation process is:
Inputs into transformation processes
The actual process of transformation
Outputs of the transformation process
Inputs
Common inputs
Labour
Human resources
Most crucial in the business's inputs.
Energy
In the form of electricity or fuels which can be converted into heath, movement, light, sound or other forms of energy
Required to bring inputs to the business to transform them and distribute them to consumers markets
Main sources
Solar energy
Hydro energy
Raw materials
The basic components of manufactured goods are wood, unprocessed agricultural products, natural resources in the form of minerals and fossil fuels, water etc.
Sourced through the supply chain and businesses determine the volume of raw materials required against the level of demand for their finished goods
Machinery and technology
Machinery is used to process raw materials as well as to design and make the products
Machinery

integrated with technologies can perform very complex tasks very quickly
Concern growing about capital labour substitution (machinery and technologies replacing people and their work)
Retraining is usually required with technological and machinery advancements and introduction
Transformed resources (materials, information, customers)
Materials
Are the basic elements used in the production process and consists of two types
Raw materials 
The essential substances in their unprocessed state such as oil, wood or steel
Intermediate goods
Are goods manufactured and used in further manufacturing or processing
Information
The knowledge gained from research investigation, and instructions
Results in an increase of understanding
Influences behaviour and decision making
Can com from external and internal sources
Internal
Comes from within the business
Gathered from things such as financial reports, quality reports and internal key performance indicators (KPI's) 
External
Information that comes from market reports, statistics from industry observers and industry bodies, official gov. statistics, aus. Bureau of Statistics, media reports
Customers
Relevant to outputs more than inputs
Their choices shape inputs
Transforming resources (human resources, facilities)
Human resources
Employees are the single most important input into business
Well qualified, hard working and disciplined staff can bring great productivity and efficiency to business operations
Determine the success with which transformation and value adding occurs
Combine and coordinate other resources such as machinery and technology, raw materials, and finance to produce goods and services
Facilities
Facilities: the

plant (factory or office) and machinery used in the operations processes
Major decisions:
Design layout of the facilities
Number of facilities to be used
Their location
Their capacity
Can determine the nature of the operations environment
Transformation processes
Transforming: the conversion of inputs (resources) into outputs (goods and services)
Manufacturing: transforming inputs into tangible products. Tends to be highly automated or merchandised.
Service organisation: transforming inputs into intangible products
The influence of volume, variety, variation in demand and visibility (customer contact)
How much?
Influence of volume
Volume: refers to how much of a product is made
Volume flexibility: how quickly the transformation process can adjust to increases or decreases in demand.
The responsiveness to the required changes is essential to effectively manage lead times
Lead time: the time it takes for an order to be fulfilled
If a business cant easily respond to changes in the market they can over produce which leads to wastage
Influence of variety
Variety: the mix of products made, or services delivered. Sometimes called mix flexibility
Influence - the greater the variety made, the more the operations process needs to allow for variation
Influence of variation in demand
Increase in demand means increased inputs from suppliers needed, increased human resources, increased energy use, increase use of machinery and technology
Could be hard to meet if suppliers cant supply quick enough, labour isn't flexible, skilled or available, machinery cant adjust to increased capacity, increased power and energy flexibility
Decrease in demand also needs flexibility
Predicting demand:
Businesses

try to forecast demand so adjustments can be anticipated and a business can act accordingly
Season factors are predictable
Influence of visibility
Directly affects the transformation process
Customers and preferences shape what businesses make
Customer contact:
Direct
Surveys, interviews, warranty claims, letters
Indirect
Review of sales and verbal contact
Sequencing and scheduling - Gantt charts, critical path analysis
Sequencing: the order in which activities in the operations process occurs
Scheduling: the length of time activities take within the operations process
These can be graphically displayed with GANTT CHARTS 
A bar-chart showing both the scheduling and completed work over a period of time
Often used in planning and tracking a project
Advantages:
Force a manager to plan the steps needed to take and complete
Specifies the time required for each task
Makes t easy to monitor progress
  * OR a CRITICAL PATH ANALYSIS (CPA)
A scheduling method/technique
Shows what tasks need to be done, how long they take and what order is necessary to conduct those tasks
Shows the shortest way to get a job done

  * 
Technology, task design and process layout
Technology
Plays a part in the transformation process and is the application of science or knowledge that enable people to do new things or perform established tasks in new and better ways.
e.g pair of scissors
Assists employees to work more productively
In the manufacturing sector, technology can be used to speed up processes   .: cost effective
Technology can take on different forms such as:
Office technology
Common technology
Computer
Keyboard
CD and USB
Mobiles
Answering machines
Personal organiser
Printer,

photocopier and scanner
Have created the opportunity for people to do more work in less time
Telecommute is now possible. Working from home by being able to check emails, research etc
Manufacturing technology
Robotics
Applies to highly specialised forms of technology, capable of complex tasks
Used in engineering and specialised areas of research as well as on assembly lines where a programmable machine capable of doing several different tasks is required.
Can shape transformation processes
Allow a degree of precision and accuracy
Computer aided design (CAD)
Computerised design tool
Allows businesses to create product possibilities from a series of input parameters
It is a computerised graphical design tool that generates three dimensional diagrams from a set of given input data
Computer aided manufacturing (CAM)
Is software that controls manufacturing processes
Task design
Involves classifying job activities in ways that make I t easy for an employee to successfully perform and complete the task
There is a separation between manufacturing and administrative operations
Necessary to group skills and competencies because this helps when obtaining staff
Steps
Define what needs to be done in a general statement
Analyse the general job into specific duties
Allocate a degree of difficulty and a time element
Match tasks to existing stat/federal awards (base)
Articulate the task via job descriptors and a pay scale to allow for a range of experiences in a range of work settings
Task design -> job description -> person specification -> recruitment -> selection
If the business already has available staff they ay not have the requisite skills. Managers may

wish to conduct a skills audit
Skills audit is a formal process used to determine the present level of skilling and any skill shortfalls that need to be made up either through recruitment or through training
Plant layout
Is the arrangement of equipment, machinery and staff
Impacts the efficiency of the operations function
Determining the layout:
Process layout
The arrangement of machines. Machines and equipment are grouped together by the function (process) they perform.
Called functional layout
Typical of hospitals
Product layout
Mass production
Characterised by the manufacturing of a high volume of constant quality goods
Assembly line the most common layout
Fixed position layout
Where a product remains in one location due to its weight or build
Project production deals with layout requirements for large scale, bulky activities
Monitoring, control and improvement
Essential to ensure
Constantly updating business products
Be able to match competitors
Have a continuous productivity
Enables the business to focus on quality and improve standards
Should be done at regular intervals
Monitoring: involves the process of measuring planned against actual performance and actual results
Essential as it controls operations processes and enables a business to assess their performance and the requirement of change
It assesses a business Key Performance Indicators (KPS's)
Lead times
Inventory turnover
Defect tates
IT and maintenance
Control involves taking corrective action based on the assessment of the KPI's at the monitoring stage
Essential to ensure repetitive mistakes are avoided and quality improvements will be made by the business
Improvement refresh to the controlled and

systematic reduction of any inefficiencies, poor work processes as well as the elimination of any bottlenecks within and operations process
Essential for same reasons as above
Enables a business to function/progress without any or minimum inefficiencies
Can be made in the areas of time, management, cost, process flows, quality, efficiency (min input, Max output)
  * 
Outputs
Are the result of a business's efforts - the final good or service that is delivered or provided to the consumer
Customer service
Refers to how well a business meets and exceeds the expectations of customers in all aspects of its   operations
Can result in increasing
Overall competiveness
Market share and profits
Ability to charge a higher price for goods and services
Warranty 
Warranties
this is an assurance provided by a business to rectify faults that customers may face with products but within a specified period only
  * 
Operations strategies
Performance objectives - quality, speed, dependability, flexibility, customisation, cost
Quality (expectations)
Consumer expectations, gov expectations, global expectations
Determined by
Quality of design
How well a product is made or a service is delivered
Design begins prior to the creation of a product
Determines the inputs and how the transformation process will be arranged
Quality of conformance
The focus on how well the product meets the standards of a prescribed design with a certain specification
A measure of how consistently products achieve compliance (conformance with) the desired specifications regardless of the stand of the specifications
Quality of service
How reliable the service is 
How well the service meets the specific needs of the

client
how timely or responsive the service delivery is
Speed
The time it takes for the production and the operations processes to respond to changes in the market demand
Requires changes in input levels and processing times
Main goals
Reduced wait times
Shorter lead times
Faster processing times
Requires a reduction in procedural and technical bottlenecks and smooth internal communications
Bottlenecks: when internal processes that ensure smooth operations are not followed
Dependability
Also called reliability
How consistent and reliable a business's products are
How long the products are useful before they fail (goods)
Consistency of service standards and reliability, e.g number of complaints is one measure (service)
Flexibility
Also called adaptability
How quickly operations processes can adjust to changes in the market
It can be costly to consumers and shareholders
It increases market share -> more sales -> more profit
Achieved by increasing the capacity of production
Customisation
Creation of individualised products to meed the specific needs of the customers
e.g the American shoes - you can assemble them to create your own shoes and therefore no one will have the same shoes as you.
They are variations to suit customers requirements - to suit and meet their needs
The product will be innovated which requires creativity
Mass customisation is a process where a business adopts a standard for mass production of a customised demand - e.g contact lenses
Cost
The minimisation of expenses such that operations processes are conducted as cheaply as possible
Costs incurred through the operations process determine the price
Businesses seek to reduce supplier costs, manage

inventory to reduce costs and maximise flexibility and find distribution methods the most cost and time effective
Usually based on competitors
Reduce costs by having machinery
  * 
New product or service design and development
Product design and development
An important strategy for operations process
Involves creation, design and development
Aim is to sustain the life cycle, increase revenue, competitive advantage
Involves various approaches such as
Customer or consumer views/opinions
Changes in technology as well as designs and innovations in technology
Basic process to new designs and development of a products or service
              1. Market research
              2. Product design
creation of an example
setting a standard
              3. Testing of the prototype/example
              4. Assessing quality set
              5. Refining of product design
              6. Launching he final product
Considerations when designing and developing a product
Quality
Supply chain management
Capacity management and cost.
Cost arises from the addition of value through processing, through the amount of inputs, time, and energy
Product utility: the usefulness and value that a product has from the consumers point of view
Service design and development
Services are intangible
Customised in nature
The customers position is usually the starting point in design
Important aspects must be considered when designing a service
What the Explicit service will be
Explicit service: tangible aspect of the service
Application of time
What the anticipated implicit service will be
And, if any, goods needed
Services using goods assist the delivery of a service
Supply chain

management - logistics, e-commerce, global sourcing
Supply chain management: involves integrating and managing the flow of supplies throughout the inputs, transformation processes and outputs to best meet the needs of customers.
Also influenced by what is sold and what is returned
Involves both sourcing and logistics and distribution
Inputs - sourcing, e-commerce, rate materials
Transformation processes - throughput, value adding
Outputs - finished goods, logistics, distribution
Sourcing
Also called procurement or purchasing
Refers to the purchasing of inputs for the transformation processes
Drawn from a range of suppliers
Factors influencing choice of sources/suppliers
Consumer demand
Quality of inputs required
Flexibility and timeliness of supply
Cost of supplier
Trends
Supplier rationalisation
Involves assessing the number of suppliers in order to reduce the number of suppliers to the least amount
This means
Less contracting
Less wastage
Less duplication
Improved timeliness
Vertical integration (backwards)
Results in time and cost savings
Cost minimisation
The use of offshore suppliers
Cost savings. Its cheaper overseas.
Flexible/responsive supply chain processes
Minimises waste, seeks to continually lower costs or improve processes and processing speed
Global sourcing
Is a broad term that refers to businesses purchasing supplies or services without being constrained by location
Buying or sourcing from wherever the suppliers are that best meet the sourcing requirements
Advantages
Cost is cheaper
Expertise advantages
Access to new technologies and resources
Challenges
Possible relocation of aspects of operations
Increased cost of logistics, storage and distribution
Managing

different regulatory conditions between nations
Increasing complexity of overall operations when sourcing from diverse locations
e-commerce
The buying and selling of goods and services via internet
e-procurement: or the use of on-line systems to manage supply, allows suppliers direct access to the business's level of supplies
B2b: direct access from one business to another (the supplier to the buyer) allowing the supplier to assess the needs of the buyer and meet them in a timely manner
Increasing use of e-commerce by consumers
B2B: the selling of goods and services to consumers over the internet, with payment usually by credit card.
Logistics
The third supply chain strategies involves the use of logistics
Broadly refers to distribution
The ways of getting goods or services to the customer
Different forms of physical distribution:
Producer -> wholesale -> retailer -> consumer
Producer -> agent -> retailer -> consumer
Producer -> retailer -> consumer
Producer -> consumer
Producer -> global agent -> domestic offshore agent -> retailer -> consumer
Includes
Transportation
Use of storage, warehousing and distribution centres
Materials handling and packaging
  * 
Outsourcing - advantages and disadvantages
Outsourcing is often called Business Process outsourcing (BPO)
Advantages
Simplification
Reduces the no. of activities performed within the business
Efficiency and cost saving
Access to cheaper labour, regulatory differences and skilled labour. 
Increased accountability
Through the use of service level agreements (SLAs), binds the vendor to pre-determined targets on KPIs
Access to skills/ resources lacking within

the business
Highly skilled and disciplined labour at low costs found overseas (Vietnam, India, China)
= double savings – no need to spend money on training and developing labour resources
capacity to focus on core business or key competencies
allows a business to focus on that which it cannot outsource (vision, purpose, sustainable advantage through innovation)
strategic benefits
outsourcing used to get around trade barriers
use of vendor that   outsources for others within the same industry can bring the benefit of expertise gained form outsourcing to competitors
different time zones overseas. Businesses in Aus. Conduct operations during the day, and processing work done overnight = efficiency
strong partnerships between the businesses and the outsourcing vendor can lead to the vendor suggesting innovative solutions to the business = efficiency and productivity over time
improvements to in-house performance
business can focus on core competencies = improved in-house performance (it can focus on making internal changes that reduce cost and improve profitability
disadvantages
payback periods and cost
how long it takes to repay the cost of organising outsourcing and make the required organisational changes
communication and language
miscommunication and barriers created
loss of control of standards and information security
hierarchies
business may be aiming to eliminate costs associated with hierarchies, but managing complex outsourcing agreements can create its own hierarchies = same business inefficiency 
organisational change and redesign
could result in downsizing (loss of domestic employment)
loss of coporate memory and vulnerabillity
key knowledge of processes and 

solutions may be lost with the transfer of business processes to outside parties
‘shadow teams’ created in businesses to retain coporate knowledge
information technology 
use of outsourcing grows .: need for supporting IT
use of IT = more costs and time
Technology - leading edge, established
Can be classified according to whether it applies to and improves inputs, transformations processes and outputs; or whether it makes the managerial and administrative functions smoother
Thoughtful application of technology helps a business create a competitive advantage
Leading edge technology
Leading edge technology: the most advanced or innovative technology at any point in time
Using the best available technologies:
quicker and higher standards
less waste
operate more effectively
Are created by innovative processes and innovative thinking
Established technology
Established technology: technology that has been developed and widely used
E.g computers and software packages
Help to establish basic standards for productivity and speed
In the operations functions, it includes:
Bar-coding
Robotics for complex and detailed manufacturing
Computer aided design (CAD
Computer aided manufacturing (CAM)
Computer integrated manufacturing (CIM)
Information processing technologies and information technologies for administration, logistics, input modelling, demand analysis and distribution
Flexible manufacturing systems   (FMS) for transformations processes
Inventory management - advantages and disadvantages of holding stock, LIFO (last in first out), FIFO (first in first out), JIT (just in time)
Inventory/stock: the amount of raw materials, work-in-progress and finished goods a business has on hand

at any particular point in time
Advantages of holding stock
Consumer demand can be met when stock is available (prevents consumer seeking to buy from another business) it is a risk reduction strategy
If a particular product line runs out, an alternative can be offered thereby generating income for the business instead of a lost sale
Reduces lead times between order and delivery
Opportunity for a business to generate immediate revenue
Can be distributed to distribution centres which then rapidly transport the products to places as indicated by demand
Allows the business to promote use of products in non-tradition or even new markets
Older stock can be sold at reduces prices and encourage cash flow and attract sales of other products (SASS AND BIDE WAREHOUSE SALE AND TONY BIANCO SHOE SALE) 
Stocks are an asses and are of value to the business
Bulk production reduces costs as there are economies of scale in purchasing inputs
Disadvantages
The trend is to hold as little stock as possible to to adopt a ‘make-to-order’ approach because:
Costs associated with holding stock (storage charges, spoilage, insurance, theft and handling expenses)
Invested capital, labour and energy cannot be used elsewhere (it has been used to create the stock)
Cost of obsolescence (occurs if stock remains unsold)
Inventory valuation methods
Businesses that buy stock need to decide how much to carry in inventories
Inventory valuation – calculation of the value of the remaining stock
Different approaches to inventory valuation in case of change in prices:
LIFO (last-in-first-out)
The stock bought last will be first to be sold
FIFO (first-in-first-out)
Stock bought first would be sold first
Usually for

perishable goods such as milk
WAC (weighted average cost)
Used if they are unsure which method to use
JIT (just in time)
Best strategy for managing inventory
A business purchases/holds inventory at a slightly higher limit than what is required
Pros:
Saves money – no insurance or holding fees
Minimised losses due to obsolescence
Retailers can display more because they have less storage
Not wastage = more money and no time wasted
More flexible to economical changes and consumer demand
Cons
Operations need to be flexible
If high consumer demand, consumers must wait longer to receive their goods
Greater production costs (no economies of scale (not making in bulk))

Quality management
  * Quality management: processes a business undertakes to ensure consistency, reliability, safety and fitness of purpose of product
  * Quality: used to describe the degree of excellence of a product or service, and its fitness for a stated purpose
Control
Use of inspections at various points in the production process
Reduces problems and defects
Requires appropriate training
Assurance (QA – quality assurance) – international quality standards
The use of a system to ensure set standards are achieved in production
Done through taking a series of measurements and assessing them against pre-determined quality standards
Important aspects:
Fitness for purpose
Desire to achieve ‘right first time’
Standards have been developed in response to globalisation
Standards are important quality control mechanism for ‘globally’ companies
ISO 9000 – international organisation for standardization – recognised by the five ticks
ISO standards are voluntary
Improvement
Continuous improvement
An ongoing

commitment to improving a business’s goods or services
Done through innovation
Six sigma: a quality management approach that seeks to identify and remove the causes of problems in the operations processes, achieving virtually defect-free production
Total quality management (TQM)
Concept focusing on managing the total business to deliver quality to customers
Holistic approach
Focuses on the employee involvement in the prevention of quality problems 
Improving quality – market share can increase )a result from better quality and lower priced products)
To achieve TQM objectives requires four elements:
Benchmarking
Employee empowerment
A focus on the customer
Continuous improvement
Overcoming resistance to change - financial costs, purchasing new equipment, redundancy payments, retraining, reorganising plant layout, inertia
Usually, the sources of change are external and the business is responding to the threat that change can pose
Resistance to change can be a major obstacle to the realisation of operations goals. Overcoming the resistance to change is a necessary aspect of change management
Resistance to change arises from financial and psychological/emotional principles
Financial costs associated with change:
Cost of purchasing new equipment
Allows:
Improved processing flexibility
Improved processing speeds and shorter lead times
More consistency in production
Higher overall quality of processing
Reduces wastage and losses from equipment failure
Cost of redundancies
Redundancy – a loss of work arising from job skills that are no longer required or relevant to the workplace
Redundancy payout – money given to employees when they are forced out of work
Costs of retraining

employees
Costs associated with structural reorganisation of the business, including changes to plant and equipment layouts
Psychological resistance to change (inertia)
Due to a feeling of uncertainty or fear of the unknown
Can be overcome by a business identifying the source of change and assessing whether there is a need to accommodate change
Lowering the resistance to change through communicating a need for change will result in widespread support for he change
Change agents initiate change or facilitate the change process
Kurt Lewin’s or John Kotter’s change models help manage change effectively
Global factors - global sourcing, economies of scale, scanning and learning, research and development
Global sourcing
A broad reference to sourcing business supplies or services without being constrained by location and it therefore includes all outsourcing
Ensures that the outsourcing decision is exposed to the global market so that the best decision is made based on cost, efficiency, productivity, technical ability and an ability to operate over more hours of the day
Benefits
Cost advantages
Access to new technologies
Advantages of expertise and labour specialisation 
Access to other resources 
Ability to operate over extended hours
Challenges
Increased cost of logistics
Storage and distribution
Managing different regulatory conditions between nations
Increasing complexity of overall operations when sourcing from diverse locations
Economies of scale
Cost advantages gained by producing on a larger scale
Profitability can rise
Product lifecycles are extended
Greater value added on production
HOWEVER risk of overproduction and some customers prefer specialised and custom goods

and services.
Scanning and learning
A very valuable operations management tool
Helps managers adapt best practices to the business operations
Research and development (R&D)
Makes a difference to the level of innovation, quality and competitive advantage of a business
Leads to the creation of leading edge (new) technologies as well as innovative products and solutions
 

the 4 p’s
satisfying needs and wants of present and potential customers
customer satisfying process not a product satisfying process
interdependence with operations, finance and human resources
marketing done well increases operations

Role of Marketing
strategic role of marketing goods and services
maximise profits
done through market planning and customer satisfaction
turning planes into reality
by providing goods and services that satisfy peoples needs and wants AFTER surveying people
interdependence with other key business functions
marketing concept – a philosophy that states all sections of the business are involved in satisfying a customers needs and wants while achieving he business’s goals
all its policies, plans and operations should be aimed towards achieving customer satisfaction
production, selling, marketing approaches
the production approach
1820’s-1920s
focused on the production of goods and services
‘if we make it, they will buy it’
made things in bulk
sales approach
1920s to 1960s
after WWI production became more efficient and productivity increased
emphasised selling because of increased competition
to create demand, businesses increased their spending on advertising.
Persuaded customers to buy their goods
Sales representatives were hired and trained
Marketing approach
Stage

one
Began wit the economic boom
Focuses on finding out what customers want through market research
Looked at family discretionary income
The disposable income that is available for spending and saving after the individual has purchased the basic necessities of food, clothing and shelter
Customer oriented
Supported by integrated marketing strategies
Aimed at satisfying customers
Integrated into the business plan in order to achieve their goals
Stage two
Corporate social responsibility
Customers creating pressure (external influence) on marketing plans due to growing awareness
Customer orientation
Looked at what customers needed and wanted rather than what they could spend
Relationship marketing
Development of long-term and cost-effective relationships with individual customers
types of markets – resource, industrial, intermediate, consumer, mass niche
resource market
individuals or groups that are engaged in all forms of primary production
mining, agriculture, forestry and fishing
industrial market
industries and business that purchase products to use in production of other products or in their daily operations
e.g tip top bakers – flour to make bread
intermediate market
consists of wholesalers and retailers who purchase finished products and resell them to make a profit
e.g subway – buys goods to make sandwiches and salads
consumer market
consist of individuals – members of a household who plan to use or consume the products they buy
e.g cars, music, clothing
mass market
the seller mass produces, mass distributes and mass promotes on product to all buyers
the business does not target its products to a specific group of buyers
very few products today are marketed

to the mass market
e.g electricity and water
niche market
micro market
is a narrowly selected target market segment
Influences on Marketing
factors influencing customer choice – psychological, sociocultural, economic, government
psychological incluences
influences within an individual that affect his or her biying behaviour
perception
the process through which people select, organise and interpret information to create meaning
people see and hear the same things differently
motives
the reason that mades an individual do something
attitudes
a persons overall feeling about an abject or activity
personality and self mage
personality – the collection of all the begaviours and characteristica that make up that person
influences the types and brands of product a person buys
self image – relates to how a person views himself or herself
‘you are what you buy’
learning
changes in an individuals behaviour caused by information and experiences
to market roducts successfully a business must assist customers to learn about them. Successful marketing strategies   will assit customer learning that encourages brand loyalty
brand lyalyt – occurs when a favourable attitude towards a single brand results in repeat sales over time
sociocultrual influences
forces exerted by other people and groups that fffect customer behaviour
social class
socioeconomic stat
education, occupation and income
culture and subculture
all the learned values, beliefs, begavoiurs and traditions shared by a society
infiltrates all that we do in our everyday life
determines what people wear, what and how they eat, and where and how they live
family and roles
everyone occupies different roles within the

family and gourpes within the wider community
e.g a woman is more likely to buy health related products, food, and laundry supplies
reference (peer) groups
influences from peers towars our attitudes, values and beliefs
e.g if a friend has a bad experience at a shop, you are then less likely to go there too

consumer laws
deceptive and misleading advertising
price discrimination
implied conditions
warranties
ethical – truth, accuracy, and good taste in advertising, products that may damage health, engaging in fair competition, sugging

Marketing Process
situational analysis – SWOT, product life cycle
market research
establishing market objectives
identifying target markets
developing marketing strategies
implementation, monitoring and controlling – developing a financial forecast; comparing actual and planned results, revising the marketing strategy

Marketing Strategies
market segmentation, product/service differentiation and positioning
products – goods and/or services
branding
packaging
price including pricing methods – cost, market, competition-based
pricing strategies – skimming, penetration, loss leaders, price points
price and quality interaction
promotion
elements of the promotion mix – advertising, personal selling and relationship marketing, sales promotions, publicity and public relations
the communication process – opinion leaders, word of mouth
place/ distribution
distribution channels
channel choice – intensive, selective, exclusive
physical distribution issues – transport, warehousing, inventory
people, processes and physical evidence
e-marketing
global marketing
global branding
standardisation
customisation
global pricing
competitive po
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