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INTRODUCTION

Operations management is everywhere, in every organisation, in every service experienced
and in every product consumed. Operations management is the administration of business
practices to create the highest level of efficiency possible in an organisation. It is concerned
with converting materials and labour into goods and services as efficiently as possible to
maximise profits.

The aim of this unit is to introduce students to the role of operations in an organisation, how
the nature of operations management has evolved and how it contributes to sustained
competitive advantage. Students will understand the

key concepts of operations management in an organisational and environmental context, and
how this links to supply chain management, products and processes, organisational efficiency
and effectiveness, and the achievement of tactical and strategic A variety of
operations management techniques and frameworks will continuous

By the end of this unit students will have an appreciation of i of operations
management and its central role for organisations acrg i e of sectors. Students
will also have the knowledge and skills required tofprogres r levels of study or
employment in positions in operations, logistics andisupply.



GUIDANCE

This document is prepared to break the unit material down into bite size chunks. You will see the
learning outcomes above treated in their own sections. Therein you will encounter the following

structures.

Purpose

Theory

Challenge

Explains why you need to study the current section of material. Quite often
learners are put off by material which does not initially seem to be relevant to a
topic or profession. Once you understand the importance of new learning or
theory you will embrace the concepts more readily.

Conveys new material to you in a straightforward To support the

The examples/worked examples are presente puilding order.
Make sure you follow them all through eling confident then you

Questions should not be a e determined to learn. Please do take
the time to tackle e i
presented. The ord i her knowledge and confidence is built



Information Pack

LO1 Analyse the effectiveness of operations
management in contributing to organisational objectives
across a wide range of organisations and sectors

Operations management in context:

Evolution of operations management, from craft to mass production to mass tion to agile and

lean.

Craft Production
The origins of operations management can be traced back to the cra
dominated before the Industrial Revolution. In this phase, goodssu skilled artisans

who crafted items individually or in small batches. Each pro flecting the artisan’s
skills and creativity. This method allowed for high-qualit but was limited in
scale and efficiency. The focus was on craftsmanship, and labour-intensive, often
resulting in longer lead times and higher costs. As tations of craft production

Mass Production
The advent of the Industrial Revolution
mass production. This era introduced me izati assembly line techniques, allowing for the

production of large quantities o i ducts. Pioneered by figures like Henry Ford, mass
production utilized interchang alized labour, drastically reducing production
times and costs. F pe of this system, where workers performed repetitive
tasks on asse i bnly increased efficiency but also made products more
affordable, | er access. However, the rigidity of mass production often
resulted in a

Mass Customization
As markets evolved er preferences diversified, the limitations of mass production
became evident. This 0 the emergence of mass customization in the late 20th century, which
aimed to combine the efficiency of mass production with the personalization of craft production.
Companies began to leverage technology and flexible manufacturing systems to offer customized
products at scale. For instance, customers could choose specific features or designs, allowing
businesses to cater to individual preferences without sacrificing efficiency. This approach not only
enhanced customer satisfaction but also fostered brand loyalty, as consumers felt more connected to
products tailored to their needs.

Lean Manufacturing

In the pursuit of efficiency, lean manufacturing emerged as a philosophy in the 1980s, primarily
influenced by the Toyota Production System. Lean focuses on minimizing waste while maximizing
value, emphasizing continuous improvement and respect for people. This approach encourages
organizations to streamline processes, reduce excess inventory, and enhance product quality. By



adopting lean principles, companies can respond more swiftly to market changes and customer
demands, fostering a culture of innovation and adaptability. Lean manufacturing has become a
cornerstone of modern operations management, influencing various industries beyond automotive
manufacturing.

Agile Operations
The concept of agility in operations management gained traction in the late 20th century, particularly
in response to the fast-paced global business environment. Agile operations prioritize flexibility and
responsiveness, enabling organizations to adapt quickly to changing market conditions and customer
needs. This approach often involves cross-functional teams, iterative processes, and a focus on
customer collaboration. Agile methodologies, originally developed in software development, have
been successfully applied in various sectors, allowing companies to innovate rapidly and deliver value
more effectively. The emphasis on speed and adaptability has made agile operations a vital strategy
in today’s competitive landscape.

Strategic Operations Management

methodologies. This hybrid approach allows businesses to 0 , ici maining
i les to streamline

processes while also implementing agile practices to foste s technology continues to
evolve, the future of operations management will li integration of these strategies,

Real-World Examples
Toyota

provement, Toyota has achieved remarkable

efficiency and quality in its pro@éuctiory pre e company employs just-in-time (JIT) inventory
management, ensuring that isely when needed, minimizing excess inventory and
associated cost hanced productivity but also allowed Toyota to
respond swif; pgéferences, maintaining its position as a leader in the
automotive

Nike
Nike has successfull ted mass customization through its Nike by Your program, allowing
customers to design n shoes. This initiative combines the efficiency of mass production with
the personalization of craft production, enabling consumers to select colours, materials, and even
add personalized text. By leveraging advanced manufacturing technologies and data analytics, Nike
can produce customized products at scale, enhancing customer engagement and satisfaction while
maintaining operational efficiency.

Zara

Zara, the fashion retailer, exemplifies agile operations through its fast fashion model. The company
employs a responsive supply chain that allows it to design, produce, and distribute new clothing lines
in a matter of weeks. By closely monitoring fashion trends and customer feedback, Zara can quickly
adapt its offerings to meet changing demands. This agility not only reduces lead times but also
minimizes the risk of overproduction, ensuring that Zara remains competitive in the rapidly evolving
fashion industry.



The role and function of operations management in an organisation and across the value chain e.g.
planning, organising, negotiating, coordinating and controlling resources.

The Role and Function of Operations Management

Planning
Operations management plays a crucial role in the planning phase of an organization. This involves
setting objectives and determining the best course of action to achieve them. Effective planning
requires a thorough understanding of market demands, resource availability, and production
capabilities. Operations managers analyze data to forecast demand, which helps in aligning production
schedules with customer needs. By developing strategic plans that encompass everything from
resource allocation to production timelines, operations management ensure organization can
meet its goals efficiently and effectively.

Organizing

Once planning is in place, the next function is organizing. This invo organization’s
resources, including human, financial, and physical asset t the plans effectively.
Operations managers must design workflows, establish rol ies, and create systems
that facilitate communication and collaboration am ents. By organizing resources
strategically, operations management helps to minimize s and streamline processes,
ensuring that all parts of the organization work t owards common objectives

Coordinating
Coordination is essential in operations ma s it ensufes that Various departments and teams
work in sync. This function involves ities of different units, such as production,
marketing, and logistics, to i | goals. Operations managers facilitate
communication between dep that everyone is informed about changes in

Controlling is
organization’s performance nst established standards. Operations managers use key performance
indicators (KPIs) to ciency, quality, and productivity. By analyzing performance data, they can
identify areas for improvement and implement corrective actions as needed. This function not only
helps in maintaining quality standards but also ensures that resources are used effectively, ultimately
contributing to the organization’s profitability and competitiveness.

Negotiating

Negotiation is another vital aspect of operations management, particularly in the context of supply
chain management. Operations managers often negotiate with suppliers, vendors, and service
providers to secure favorable terms and conditions. This includes negotiating prices, delivery
schedules, and quality standards. Effective negotiation skills are essential for building strong
relationships with suppliers, which can lead to better pricing, improved service levels, and enhanced
collaboration. By fostering positive relationships, operations management can ensure a reliable supply
chain that supports the organization’s operational needs.



Value Chain Integration

Operations management integrates all these functions across the value chain, ensuring that each step—from
sourcing raw materials to delivering finished products—adds value to the customer. By optimizing processes
and resources at every stage, operations managers enhance efficiency and reduce costs. This holistic approach
not only improves the organization’s bottom line but also enhances customer satisfaction by ensuring timely
delivery of high-quality products. In today’s competitive landscape, effective operations management is
essential for achieving a sustainable competitive advantage.

Real-World Examples

Amazon
Amazon exemplifies effective operations management through its sophisticated supply chain and
logistics operations. The company utilizes advanced technology and data analytics to optimize
inventory management and streamline order fulfillment. By employing a network of fulfillment centers
strategically located near major markets, Amazon can ensure rapid delivery times. Their operations
management team continuously analyzes customer data to forecast deman them to adjust
inventory levels and staffing accordingly. This agility in operations no nces customer
satisfaction but also drives efficiency and profitability.

Toyota
Toyota is renowned for its implementation of lean manufacturiagsekinci hich focus on minimizing
waste while maximizing value. The Toyota Productiog phasizes continuous

pond quickly to changes in
consumer demand. Operations managers at Toyota coord ith suppliers to ensure that
parts arrive precisely when needed, reducing inv ing production efficiency. This
approach has positioned Toyota as a leade industry, demonstrating the

Zara

Zara, the fashion retailer, showcasg ance of‘agile operations management. The company’s
ability to quickly design, prod new clothing lines allows it to respond rapidly to
changing fashion trends. Zara pnanagement team coordinates closely with designers and
production faciljtd § are brought to market within weeks. This fast fashion
model not o sbut also minimizes the risk of overproduction. By integrating
planning, organizi ing tions, Zara maintains a competitive edge in the dynamic retail

environmen



The strategic, tactical and operational perspectives of operations management and its contribution to
achieving organisational objectives e.g. impact on costs, quality, revenue, profit and customer
satisfaction.

Strategic Perspective

The strategic perspective of operations management focuses on long-term goals and the overall direction of
the organization. This involves aligning operations with the organization’s mission and vision, ensuring that
operational capabilities support strategic objectives. For instance, a company may decide to pursue a
differentiation strategy by offering high-quality products. Operations management plays a crucial role in this
by establishing processes that enhance product quality, such as implementing rigorous quality control
measures and investing in advanced manufacturing technologies. By aligning operations with strategic goals,
organizations can improve their competitive positioning, ultimately impacting costs, revenue, and customer
satisfaction.

Tactical Perspective
The tactical perspective bridges the gap between strategic planning and day-to-da jons. It involves
developing specific plans and actions to implement the strategic objecti : 4iGN. This

to eliminate waste and improve efficiency. Tactical decisions also encompas i and inventory
management, which directly affect operational performance. By e these tactical elements,

The operational perspective focuses on the day-to-day activities @s that drive the organization.

This includes managing workflows, scheduling, and e e utilized efficiently. Operations
managers are responsible for monitoring performan » duction rates and quality levels, to
ensure that operational goals are met. For inst
inventory systems to minimize holding costs a imizing operational processes,

Impact on Costs
Operations management signific;

For example, imp ig on can lead to lower labor costs and increased efficiency.
t can reduce procurement costs by negotiating better terms
with supplier 5
margins and wth initiatives, further enhancing their competitive advantage.
Impact on Qu
Quality management is a critic ect of operations management that directly influences customer
satisfaction and bran . Operations managers implement quality assurance processes and
continuous improvemen latives to ensure that products meet or exceed customer expectations.
Techniques such as Six Sigma and Total Quality Management (TQM) are often employed to systematically
reduce defects and enhance product quality. By prioritizing quality, organizations can reduce returns and
warranty claims, leading to increased customer loyalty and repeat business, which ultimately contributes to
revenue growth.

Impact on Revenue and Profit

The strategic, tactical, and operational perspectives of operations management collectively contribute to
revenue generation and profit maximization. By aligning operations with market demands and customer
preferences, organizations can enhance their product offerings and capture greater market share. Efficient
operations reduce costs, allowing for competitive pricing strategies that attract more customers. Additionally,
high-quality products lead to increased customer satisfaction and loyalty, driving repeat purchases and
positive word-of-mouth referrals. Ultimately, effective operations management is essential for achieving
sustainable revenue growth and profitability.

Real-World Examples



Apple Inc.

Apple exemplifies the strategic perspective of operations management through its focus on innovation and
quality. The company invests heavily in research and development to create cutting-edge products that
differentiate it from competitors. Operations management at Apple ensures that its supply chain is tightly
controlled, with rigorous quality standards in place. This strategic alignment has allowed Apple to maintain
high profit margins and a loyal customer base, significantly impacting its overall revenue.

Toyota

Toyota’s implementation of lean manufacturing principles showcases the tactical perspective of
operations management. By focusing on waste reduction and continuous improvement, Toyota has
optimized its production processes, resulting in lower costs and higher quality. The Toyota Production
System (TPS) emphasizes efficiency and flexibility, allowing the company to respond quickly to market
changes. This tactical approach has positioned Toyota as a leader in the automotive industry,
enhancing its profitability and customer satisfaction.

Zara

Zara’s agile operations management illustrates the operation actqon customer
satisfaction and revenue. The company’s ability to quickly desig new fashion
items allows it to respond rapidly to changing consumer trends. B i gamlined supply
chain and efficient inventory management, Zara ensures that its sto d with the latest
styles, enhancing customer experience. This operational effig es sales but also fosters

brand loyalty, contributing to Zara’s success in the compgti

ti nufacturing vs service sectors, profit and not-for-profit, small
Es) and large organisations.

Manufacturing vs.
Operations management in manufacturing and service sectors differs significantly due to the nature of their
outputs. In manufacturing, operations management focuses on the transformation of raw materials into
finished goods through processes that emphasize efficiency, quality control, and cost management. Key
activities include production planning, inventory management, and quality assurance. For example, a car
manufacturer must ensure that its assembly line operates smoothly, with minimal downtime and maximum
output. In contrast, service operations management centers on delivering intangible products, such as
experiences or services. This involves managing customer interactions, service delivery processes, and
employee training. For instance, a hotel must focus on staff training and service quality to enhance guest
experiences, highlighting the importance of human resources in service operations.

Profit vs. Not-for-Profit Organizations

The scope of operations management also varies between profit-oriented and not-for-profit organizations. In
profit-driven entities, operations management is primarily concerned with maximizing efficiency and
profitability. This includes optimizing resource allocation, reducing costs, and enhancing product quality to



increase market share. For example, a retail chain may implement inventory management systems to
minimize holding costs and improve turnover rates. Conversely, not-for-profit organizations focus on
delivering value to their stakeholders rather than generating profit. Operations management in this context
emphasizes resource allocation for social impact, efficiency in service delivery, and stakeholder engagement.
For instance, a charity organization may streamline its operations to ensure that a higher percentage of
donations directly supports its mission, demonstrating the unique challenges faced in the not-for-profit sector.
Small and Medium-Sized Enterprises (SMEs)

In SMEs, operations management often involves a more hands-on approach due to limited resources and
personnel. Owners or managers typically wear multiple hats, overseeing various operational functions directly.
This can lead to greater flexibility and quicker decision-making, allowing SMEs to adapt rapidly to market
changes. However, the lack of formal processes can also result in inefficiencies. For example, a small bakery
may rely on manual inventory tracking, which can lead to stockouts or overproduction. Effective operations
management in SMEs focuses on optimizing processes, leveraging technology, and implementing best
practices to enhance productivity and customer satisfaction, often with a strong emphasis on personal
relationships with customers.
Large Organizations

In contrast, large organizations typically have more structured operati *msgin place, with
specialized teams dedicated to various functions such as supply chain o ol, and
process improvement. These organizations benefit from economies of s estin
advanced technologies and systems that enhance operational efficiency. Fo
corporation may utilize sophisticated enterprise resource planning integrate operations
across different regions and departments. However, the comple anagi -scale operations can
also lead to challenges in communication and coordination. Eff i gement in large
organizations focuses on maintaining alignment between strateg
ensuring that all parts of the organization work cohesi
Impact on Costs and Quality
The scope of operations management directly i ity @ s all types of organizations. In
manufacturing, effective operations manage i avings through efficient
production processes and waste reduction lementing lean manufacturing techniques can
minimize excess inventory and streamline in lower operational costs. In service sectors,
quality management is paramount, asgekvi ry directly affects customer satisfaction. Operations
managers must ensure that servi ient and that staff are well-trained to provide high-
quality experiences. By focusing ent and quality improvement, operations management
contributes to over,
Customer Sati

a competitiv uring and service sectors, operations managers must align their
strategies wit s. This involves understanding market trends, gathering customer
feedback, and continuously imp g processes to meet evolving demands. For instance, a tech company
may invest in agile de ractices to quickly respond to customer needs, enhancing product offerings
and customer loyalty. izing customer satisfaction through effective operations management,
organizations can differentiate themselves in the marketplace and drive long-term success.

Real-World Examples

Toyota

Toyota exemplifies effective operations management in the manufacturing sector through its Toyota
Production System (TPS), which emphasizes lean manufacturing principles. By focusing on waste
reduction and continuous improvement, Toyota has optimized its production processes, resulting in
lower costs and higher quality. The company’s commitment to quality control and efficiency has
positioned it as a leader in the automotive industry, demonstrating how effective operations
management can drive profitability and customer satisfaction.

Starbucks
Starbucks showcases the importance of operations management in the service sector. The company



focuses on creating a consistent and high-quality customer experience across its global locations.
Operations managers at Starbucks implement rigorous training programs for baristas, ensuring that
service quality meets customer expectations. Additionally, the company utilizes technology to
streamline order processing and inventory management, enhancing operational efficiency. This
commitment to quality and efficiency has contributed to Starbucks’ strong brand loyalty and market
presence.

Charity: Water

Charity: Water illustrates the unique challenges of operations management in a not-for-profit organization.
The organization focuses on providing clean drinking water to communities in need. Operations management
at Charity: Water involves optimizing resource allocation to ensure that funds are used effectively for projects.
By implementing transparent processes and leveraging technology for project tracking, the organization
maximizes its impact and demonstrates accountability to its donors. This approach not only enhances
operational efficiency but also builds trust and support from stakeholders

The transformational process model as a cyclic process: transforme aterials; information,
customers; transforming resources e.g. staff, facilities; macro-operati formation) and
micro-operations within the macro-operation (manufacture service); boundaries to
the operations system (suppliers, customers, external envic

The Transformational Process Model as a Cyclic

Transformed Resources

In the transformational process model, tra s are the inputs that undergo change to create
outputs of greater value. These resources ca to three main types: materials, information,
and customers. Materials include ra

altered during production. Inform ta and knowledge that guide decision-making and
process improvements, such as or operational metrics. Customers themselves can also be
considered transf and preferences shape the services or products offered. For

Transforming

Transforming resour eans through which the transformation of inputs occurs. These include staff,
facilities, and technology. f members bring skills and expertise to the process, playing a crucial role in
executing tasks and ensuring quality. Facilities, such as factories or service centers, provide the physical space
and equipment necessary for production. Technology, including software and machinery, enhances efficiency
and accuracy in operations. For instance, in a manufacturing plant, workers (staff) operate machines (facilities)
to convert raw materials into finished products, demonstrating how transforming resources facilitate the
transformation process.

Macro-Operations and Micro-Operations

The transformational process can be viewed at two levels: macro-operations and micro-operations. Macro-
operations refer to the overall transformation process that encompasses all activities involved in producing
goods or services. For example, in a brewery, the macro-operation is the production of beer. Within this
macro-operation are micro-operations, which are the specific tasks that contribute to the overall process. In
the brewery example, micro-operations include milling barley, mixing ingredients, fermenting, and packaging.





