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The need to produce safe; 

on time; to cost; to quality 

and within the law



 An organization’s operations function is 
concerned with getting things done i.e. 
producing goods and/or services for 
customers safely, on time, at minimum cost 
of high quality and within the law.

 Effectively, the main objective of the 
operations function is to manage resources 
used in producing goods and/or services as 
efficiently as possible.



 To produce goods and services of Right Quality and 
Quantity at the Right time and Right manufacturing 
cost’.

1. Right Quality: The quality of product is established based 
upon the customers need.

2. Right Quantity: The manufacturing organization should 
produce the products in right number.

3. Right Time: Timeliness of delivery is one of the important 
parameter to judge the effectiveness of production 
department. 

4. Right Manufacturing Cost: Manufacturing costs are 
established before the product is actually manufactured.



Can be categorized into Customer Service and 
Resource Utilization.

◦ Customer Service - the satisfaction of customer 
wants.

◦ Resource Utilization - to utilize resources for the 
satisfaction of customer wants effectively (i.e. 
obtaining maximum effect from resources or 
minimizing their loss, under utilization or waste).

 Bring both together under production plan that 
effectively uses the materials, capacity and 
knowledge available in the production facility.  



 A departmental store's has an input like land upon which the building is located, labour
as a stock clerk, capital in the form of building, equipment and merchandise, 
management skills in the form of the stores manager. Output will be serviced customer 
with desired merchandise. Random fluctuations will be from external or internal sources, 
monitored through a feedback system.

Fig.1.3 Operations system for department stores



1. Planning is the activity that establishes a course of 
action and guide future decision-making.

2. Organizing is the activities that establish a structure of 
tasks and authority.

3. Controlling costs, quality, and schedules are the 
important functions here.

1. Behavior: Operations managers are concerned with the 
activities, which affect human behavior through models. 

2. Models: Models represents schematic representation of the 
situation, which will be used as a tool for decision-making. 
Following are some of the models used.







Market opportunities, economy and efficiency 
of conversion operations

Establish priorities:

1. • Quality (product performance).

2. • Cost efficiency (low product price).

3. • Dependability (reliable, timely delivery of orders 
to customers).

4. • Flexibility (responding rapidly with new 
products or changes in volume).



 Quality is important in all functional areas of an 
organization. Quality is now much more than the 
technical requirements for manufactured goods.

◦ Quality: goods and services that are reliable and perform 
correctly. Build customer relationship
 Quality allows customers to receive the performance that 

they expect.
◦ Efficiency: the amount of input to produce a given 

output.
 Less input required lowers cost and waste.

◦ Responsiveness to customers: actions taken to respond 
to customer needs.
 Firm can react quickly and correctly to customer needs as 

they arise.



◦ Labor productivity allows labor comparisons 
between organizations.

 Improved efficiency leads to lower costs and better 
performance.

◦ TQM and Efficiency: TQM can lead to much higher 
labor productivity.

 When quality rises, less time is wasted on scrap.

◦ Flexible manufacturing and efficiency: reduces the 
set-up costs for production systems.

Facilities layout: seeks to design the machine-worker 
interface to increase production efficiency.



◦ Most firms face major expense when setting up to 
produce a product.

 These costs must be paid before production begins.

 The more often products to be built change, the higher 
setup costs become.

 Flexible Manufacturing reduces setup costs.

◦ Just-in-Time (JIT) inventory, while developed for 
TQM, also adds to efficient production.

 Many costs are reduced including warehousing, 
holding costs and inventory tracking.

 Firm does not have a supply of parts, but can be 
vulnerable to strikes or supply problems.



 Product Flexibility-speed with which products are 
created, ability to customize, ability to modify 
products for special needs

 Volume Flexibility-ability to respond to sudden 
changes in demand, change from small to full 
scale

 Process Flexibility-ability to manufacture a 
variety of goods in a short time, adjust to 
product mix over time, ability to accommodate 
changes in raw materials



Meeting the organization’s goals and strategy. 

1. Product/service characteristics.
2. Process characteristics.
3. Product/service quality.
4. Efficiency

 Effective employee relations and cost control of labour.
 Cost control of material.
 Cost control in facility utilization.

5. Customer service (schedule)
 Producing quantities to meet expected demand.
 Meeting the required delivery date for goods or services.

6. Adaptability for future survival.



Strategic planning is the process of thinking through the current mission of 
the organization and the current environmental conditions facing it, then 
setting forth a guide for tomorrow’s decisions and results. 

 Strategic Planning for Production and Operations: - In the production or 
operations function, strategic planning is the broad, overall planning 
that precedes the more detailed operational planning.

 Strategic Planning Approaches for Production/Operations:- There are 
many approaches to strategic planning. The key point is that operations 
strategies must be consistent with the overall strategies of the firm.

 Strategic Planning—Forced Choice Model: - This model forcing 
management to develop strategic options for operations

 A Strategic Planning Operations Model: - Concept is that manufacturing 
strategy tries to link the policy decisions associated with operations to 
the marketplace, the environment, and the company’s overall goals.





1. Strategic (long-range)
 Needs of customers (capacity planning)

2. Tactical (medium-range)
 Efficient scheduling of resources

3. Operational planning and control (short-range)
 Immediate tasks and activities



Effective production and operations management can: 

1. Lower a firm’s costs of production. 

2. Boost the quality of its goods and services. 

3. Allow it to respond dependably to customer 
demands. 

4. Enable it to renew itself by providing new products. 

A production function can be expressed in a functional 
form as the right side of Q= f (X1,X2,X3,…..Xn) where: 
Q=quantity of output X1,X2,X3,…..Xn=quantities of 
factor inputs (such as capital, labor, land or raw 
materials). 



 Operational Management’s function focuses 
on adding value through the transformational 
process of converting inputs into outputs.

 Physical: manufacturing

 Locational: transportation

 Exchange: retailing

 Storage: warehousing

 Physiological: health care

 Informational: telecommunications



Productivity can be improved by:  

controlling inputs, (b) improving process so 
that the same input yields higher output, and 
(c) by improvement of technology. 

Productivity analysis includes:

 1. Trend analysis:

 2. Horizontal analysis: 

 3. Vertical analysis: 

 4. Budgetary analysis



Reasons for changes in productivity.
 Capital/labor ratio: It is a measure of whether enough 

investment is being made in plant, machinery, and 
tools to make effective use of labor hours.

 Scarcity of some resources: Resources such as 
energy, water and number of metals will create 
productivity problems.

 Work-force changes: Change in work-force effect 
productivity to a larger extent, because of the labor 
turnover.

 Innovations and technology: This is the major cause 
of increasing productivity.

 Regulatory effects: These impose substantial 
constraints on some firms, which lead to change in 
productivity.



 Bargaining power: Organized labor to command wage 
increases excess of output increases has had a detrimental 
effect on productivity.

 Managerial factors: Ways an organization benefits from 
the unique planning and managerial skills of its manager.

 Quality of work life: It is a term that describes the 
organizational culture, and the extent to which it 
motivates and satisfies employees.

International dimension of productivity: to remain 
competitive in the business.

1. Moving to a new and more advanced products, and
2. Employing better and more flexible system.



1.  State the important objectives of production management.

2.  Define the term quality management.

3.  Give two examples for the productive systems concerned to 
service and manufacturing respectively.

4. “Operations strategy”—A key element in corporate strategy. 
Briefly explain.

5. Explain what do you understand by product-focused systems 
and process-focused systems.

6. Differentiate between Production Management and 
Operations Management.

7. Explain the concept of productivity.
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