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PREFACE

The goal of this book is to provide you with the essential information that every manager
needs to know about operations and supply—related activities in a firm. Times have
changed dramatically over the last few years. Organization structures are now much flatter,
and rather than being functionally organized, companies often are organized by customer
and product groups. Today’s manager cannot ignore how the real work of the organization
is done. This book is all about how to get the real work done effectively. It makes little
difference if you are officially in finance, marketing, accounting, or operations: The value-
added work, the process of creating and delivering products, needs to be completed in a
manner that is both high-quality and maximally efficient. Many of the things you do, or
will do, in your job are repetitive, even some of the most creative and high-profile activi-
ties. You should think of this course as preparing you to be your most productive and help-
ing you help your organization be its most productive.

We can consider the importance of the material in the book on many levels, but let’s
focus on three. First, consider your role as a business unit manager with people working
under your supervision. Or, in the longer term, you probably have aspirations to become a
senior executive with responsibility for multiple businesses or products. The concepts in
this text will be critical to your success in that role. Finally, you may decide to specialize in
operations and supply management as a long-term career.

In your role as a manager with people working under your supervision, one of your
major duties will be to organize the way work is done. There needs to be some structure to
the work process, including how information is captured and analyzed, as well as how de-
cisions and changes and improvements are made. Without a logical or structured approach,
even a small group may be subject to errors, ineffiencies, and even chaos.

Designing efficient process flows is an important element of getting a group to work to-
gether. If your group is involved in creative activities such as designing cars, buildings, or
even stock portfolios, there still needs to be structure to how the work is done, who is re-
sponsible for what, and how progress is reported. The concepts of project management,
manufacturing and service process design, capacity analysis, and quality in this text are all
directly related to the knowledge you will need to be a great supervisor in your organiza-
tion, and getting your group to work productively and efficiently will lead to success and
more responsibility for you.

Next, think about becoming a senior executive. Making acquisitions, planning mergers,
and buying and selling divisions will get your name and picture in business magazines.
Deals are easily explained to boards, shareholders, and the media. They are newsworthy
and offer the prospect of nearly immediate gratification, and being a deal maker is consis-
tent with the image of the modern executive as someone who focuses on grand strategy and
leaves operations details to others. Unfortunately, the majority of deals are unsuccessful.
The critical element of success, even with the grandest deals, can still be found most often
in the operational details.

Real success happens when operational processes can be improved. Productivity improve-
ments from things such as sharing customer service processes, purchasing systems, distribu-
tion and manufacturing systems, and other processes can lead to great synergies and success.
Operations accounts for 60 to 80 percent of the direct expenses that limit the profit of most
firms. Without these operations synergies, designed and implemented by executives with a
keen understanding of the concepts in this book, companies are often left with expensive debt,
disappointed customers and shareholders, and pressure on the bottom line—on earnings.

Finally, you may be interested in a career in operations. Well, you are not alone. Profes-
sional organizations such as the Association for Operations Management, the Institute for
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Supply Management, and the Council of Supply Chain Management Professionals have well
over 200,000 members participating in regular monthly meetings, annual conferences, and
certification programs. Entry-level jobs might be as a forecast strategist, project manager, in-
ventory control manager, production supervisor, purchasing manager, logistics manager, or
warehouse specialist. In addition, top operations students may obtain their initial jobs with
consulting firms, working as business process analysts and system design specialists.

A recent study on career patterns in logistics conducted by researchers at The Ohio State
University found that 40 percent of the executives in operations and supply management
positions had majored in business. The median salary for managers was $97,000; for di-
rectors, $141,000; and for vice presidents, $231,000. Our experience with students has
been that operations majors usually have the highest-paying initial offers, surpassing those
in accounting, finance, and marketing. There are great opportunities for students who
major in the field.

We encourage you to talk to your instructor about what you want to get out of the course.
What are your career aspirations, and how do they relate to the material in this course? Write
your instructor a short e-mail describing what you want to do in the future—this is invaluable
information for tailoring the material in the course to your needs. As you work through the
text and the DVD, share your experiences and insights with the class. Being an active stu-
dent is guaranteed to make your experience more valuable and interesting.
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Section 1
- STRATEGY & &

| 1. Operations and Supply Strategy

2. Project Management

TWENTY-FIRST-CENTURY OPERATIONS
AND SUPPLY MANAGEMENT

Managing a modern supply chain involves specialists in
manufacturing, purchasing, and distribution, of course.
However, today it is also vital to the work of chief
financial officers, chief information officers, opera-
tions and customer service executives, and chief exec-
utives. Changes in operations and supply management
have been truly revolutionary, and the pace of progress
shows no sign of moderating. In our increasingly inter-
connected and interdependent global economy, the
process of delivering supplies and finished goods from
one place to another is accomplished by means of
mind-boggling technological innovation, clever new
applications of old ideas, seemingly magical mathe-
matics, powerful software, and old-fashioned con-
crete, steel, and muscle.

In the first section of Operations and Supply
Management: The Core we lay a foundation for under-

standing the dynamic field of operations and supply

management. This book is about designing and oper-
ating processes that deliver a firm's goods and services
in @ manner that matches customers’ expectations.
Really successful firms have a clear and unambiguous
idea of how they intend to make money. Be it high-
end products or services that are custom-tailored to
the needs of a single customer or generic inexpensive
commodities that are bought largely on the basis of
cost, competitively producing and distributing these
products is a great challenge. In Chapter 1, “Operations
and Supply Strategy,” we show the critical link between
the processes used to deliver goods and services and
customers’ expectations. Customers make a choice be-
tween different suppliers that is based on key attributes
of the product or service. Aligning the processes used

to deliver the product or service is important to suc-

cess. If, for example, cost is the key customer order win-

ning attribute, the firm must do everything it can to
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design processes that are as efficient as possible. Com-
peting on the basis of cost alone can be a brutal way to
do business, and so many firms today move into other
market segments by offering products with innovative
service and feature characteristics that attract a loyal
customer following.

Take, for example, the U.S. motorcycle manufac-
turer Harley-Davidson. Customers pay top dollar for
a unique and classic motorcycle that can be individ-
ualized by each customer through the selection of
dealer-installed options. Further, the firm has devel-
oped a highly profitable line of clothing, memora-
bilia, and other accessories to complete the Harley-
Davidson concept. Processes needed to support that
concept certainly need to be efficient, but even
more important is the ready availability of the op-
tions and accessories that are often purchased on

impulse and for gifts.

Business today is constantly changing. Harley-
Davidson, for example, cannot continue to be success-
ful without improving its motorcycles and delivering
innovative new accessories every year. In Chapter 2,
“Project Management,” techniques for managing
longer-duration projects are discussed. The topic is
quite appropriate since (1) it is likely that many of the
students in the course will participate in projects as an
ongoing part of their jobs and (2) the concepts in-
volved in managing projects are directly transferable
to the design of repetitive processes, a topic that is
covered in the second section of the book. The suc-
cessful coordination of activities such as new product
introductions, the construction of new plants and

warehouses, and the building of new retail sites is im-

portant to a firm’s growth in today’s dynamic business

environment.
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