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UNIT 1 '
The operations function

Section A What is operations management? 3
© - Part1 Key aspects of operaticns management 3

"-Part2 The role of the operations manager 8

- SectionB A framework for managing operations 12
_Part 1 The basis of operations management 12

. Pam2 Initial choices 18

Section A: What is operations management?

Part 1: Key aspects of operations management

1 Warm-up

1.1 For what types of industry is the term production management more appro-
priate than operations management?

1.2 For what types of industry is the term operations management more appro-
priate than production management?

2 Reading

As you read, complete Charts 1.1 and 1.2 using the information in the text.

THE MIX OF MANUFACTURED ITEMS AND SERVICES

Goods are tangible items purchased by individuals or organisations for subsequent
use. Services are intangible items that are consumed at the time of being provided,
with the customer taking away or retaining the benefit of that service. However, in
many commercial situations, what is provided or produced by an organisation can be
a mixture of both goods and services. In some instances there will be a heavy accent
on product, and in others, the reverse. Chart 1.1 shows a range of items sold, and the
mix between product and service content provided. Put a tick in the column that you feel
represents the dominant aspect — produce or service. The first one has been done for you. :

What is operations management?: Key aspects of operations management 3
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Chart 1.1 Different products/services in a range of purchases

Meal in a fast-food restaurant
Low-cost consumer goods
Breakdown maintenance

Purchase Product Service
Vending machines v

Computer bureau

Health farm

Of course, the purchases in the above table represent a mix of product and
services with a varying balance. However, it is important for a producer to ask the
question: Are we a manufacturing organisation with an auxiliary service, or a service
organisatiori with a facilitating good? In order to compete, some organisations will
change this mix to provide a more attractive package. Such a move will bring with 1t
a different operational task, and one that needs to be understood and allowed for in
the structure and procedures of the operations function.

Differentiating between manufacturing and service operations can be difficult.
Generally, we consider distinguishing characteristics such as:

tangible/intangible nature of output
consumption of output

nature of work (jobs)

degree of customer contact

customer participation in conversion
measurement of performance

As a simplification, we can say that manufacturing has tangible outputs (products),
customer consumption of outputs over time, jobs that use less labour and more
equipment, little customer contact, no customer participation in the conversion
process (in production), and sophisticated methods for measuring production
activities and resource consumption as products are made.

THE OPERATIONS FUNCTION

The operations function is the part of the organisation that exists primarily to generate
and produce the organisation’s products. As we have seen, in some organisations the
product }s a physical good (refrigerators, breakfast cereal), while in others it is a service
(insurance, health care for the elderly). What do such diverse organisations as manu-
facturing companies, financial institutions and health carc facilities all have within
their operations system? The basic elements they share in common are shown in Chart
1.2. They have a conversion process, some resource inputs into that process, the outputs
resulting from the conversion of the inputs, and information feedback about the activities
in the operations system. Once they are produced, the goods and services are converted
into cash (sold) to acquire more resources to keep the conversion process alive.

4
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Complete the operations system flowchart in Chart 1.2.

Chart 1.2 The operations system

Random
fluctuations
Adjustments I Monitor
ad—— | needed? output
e Land b. .
o Labour e Goods
o Capital —— * Services
* Management
Comparison:
actual vs
desired
d.

Let us look now at some examples. A department store’s inputs include the land
upon which the building is located; the labour of the employees; capital in the form
of building, equipment and merchandise, and the management skills of the store
managers. On a farm, the operations system is the transformation that occurs when a
farmer’s inputs (land, equipment, labour, etc.) are converted into such ‘outputs as
corn, wheat or milk. The exact form of the conversion process varies from industry to
industry, but it is an economic phenomenon that exists in every industry. Economists
refer to this transformation of resources into goods and services as the production
Junction. For all operations systems the general goal is to create some kind of value-
added, so that the outputs are worth more to consumers than just the sum of the
individual inputs. To the consumer, the resulting products offer utility due to the
form, the time, or the place of their availability from the conversion process.

However, the process is subject to random fluctuations. Unplanned or uncontrol-
lable influences may cause the actual output to differ from planned output. Random
fluctuations can arise from external disruption (fire, floods or lightning, for example)
or from internal problems inherent in the conversion process. Inherent variabilities of
equipment, material imperfections, and human errors all affect output quality. In
fact, random variations are the rule rather than the exception in production processes;
therefore, reducing variation becomes a major management task.

The function of the feedback loop in Chart 1.2is to provide information linkages.
Without some feedback of information, management personnel cannot control
operations because they don’t know the results of their decisions.

What is operations management?: Key aspects of operations management



3 Compreheunsion/inierpretation
3.1 What sieps might a producer take to make a more attractive package for the

customer? . ‘
3.2 What are the two primary purposes of the operations function?

3.3 What is the general goal of all operations sytems? . .
3.4 What element is essential for the effective control of the operations function?

4 Language focus

4.1 Connecting and sequencing ideas {see Unit 67 in Language Reference for
Business English)

Look at the following sentences taken from the Reading passage:

‘Of course, the purchases in the above table represent a mix of product and services
with a varying balance.’ '

‘However, the process is subject to random fluctuations.’

*Therefore, reducing variation becomes a major management task.’

Now complete the following text by inserting an appropriate connector of time,
logic or text:

Systems for the production and delivery of goods and services have always beenan

essential part of civilisation. 1. _ _ _ _ _ _ __ _ _ our prehistoric ancestors went
out on hunting and gathering tvips;2. _ _ _ _ ___ __ _ their descendants meet in
today’s tribal meeting place - the shopping centre.

In every society, resources are limited.3._ _ __ _ __ _ _ efficient utilisation
of resources is necessary; 4. _ _ _ _ _ _ _ _ _ _ service and material needs and
demands will notbe met.s. _ _ _ _ _ _ _ _ _ _ educational and health care stan-
dards must not be allowed to fall. 6. ___ __ , the survival of any
individual organisation depends on how efficiently it produces its goods and/or
services. 7. _ _ _ _ _ _ _ _ _ _ the quality and cost of a product are determined
largely by the effectiveness and efficiency of the system used to produce it. And
B » our standard of living and work satisfaction are determined

in no small part by the nature of the production systems of our society.

4.2 Present verb forms (see Units 1, 2 and 22 in Language Reference for Business
English)

Look at the following sentences taken from the Reading passaée:

)

‘Chart 1.1 shows a range of items . . .
‘What do such diverse organisations all have within their operations system?’
‘Managementpersonnel cannot control operations because they don’t know the results
of their decisions.’ .

‘Services are intangible items that are.consumed at the time of being provided.’

The operations function



