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Knowledge Organiser: Operations Management

External influences on operational objectives

Key Types of Operational Objectives
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Product innovation - advantages

= il et adeialage’ = whith cis [
iuthade dowver of e

* Haghar pricen and peofeasdny L

& Added vl

* Ty b bk sty e Process Innovation - advantages

= Reducid caitt

= Imgrovied guality

= Mofe responsie
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= Greater Mexibilivy

= Higher profits

¥ Brearch and Dv\--.-lw-m‘ is & procew that enable the
creation of new of Improved products to meet the feeds of
CRnbamers,

+ Imponance especially in highly competitive and technelogical
marketi

- Iprlascr giow due Lo globaliation

Research and Development b nesded for:
Launching new products successfully
Improreing produciion process

1. Canildeding new matodiali

4. Reducing wiite i production prooess
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* Flow production line split into a number
of self-contained wnits.

* Each team or ‘cell is responsible for a
significant part of the finished article

* Rather than each [persan only carrying
out only one very specific task, team
members are skilled at a number of
rales, 5o it provides a means for job
ratation,

Praductivity: Comiders the relationship betwean

inputs and sutputs. The mare a business gets out
froum its inputs the more productiveit s and the
lower unit cosis.

Praductivity Farmulas:
putif=t4
kgt

= Ouipd could be sales, numbesr produced

** Input could Benumbrer of employees, machi nes,
waluer of machines, wage kil

rmperiance
1. Lenwerr unil casis, may need less siaff

2 Competive advantage il can meel demand
il

a Can ber o performance massr e

Warys o increase producBvity:

- Train staff {consider the benefits v costs)
- Raise kevels of motivation and morale —
how?

- Change the system of production methad
- ensure lean production {engonamics|

- Improve technology {costs v benefits
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BEMEFITS OF FULL CA- COSTS
Capacity affects the ability of a firm to match supply to LI
demand
Reduces unit costs- more compet- Time for maintenance kst

Capacity utilisation affects whether resources are being itiva
used efficiently or whether they are lying idle

Low capacity utilisation will mean that resources are nat i RS ;f:f ower maore EEnE e """t;'m‘“"" mishat

being made to work effectively for the business, this will

result im high unit costs

Lesxs wange of resourcs Fressure on smploysss

High capacity utilisation will mean the firm is “sweating
its assets i.e. they are being made to work hard for the

business Emgloyess busy Cualiity level affected
2 This will result in lower unit costs

I3 there an kdeal level of capaciny wtilaation™ The answer i = it depends

2 But may affect quality and cause stress to the resources o.g.

workers being pushed to work hard or no maintenance time i i il Searsn sy B et 08 bl et 0% cpaciey unfapciont:
for machinery Lower demand:
Actual level of output * General reduction in geerall mariort demand
X 1“0 ® L33 of rarion] Prare
Maximum possible output * Seascnal wariaaion in demand

PaIredie in CADSTTy Mgl ret mITCheE by A redped demang
& Prrkiehly new techaabigy wiliotuled

Average Stock Level = & Privide some “slaek®

Level + Maximum Level)fz

EseSeiency (@ probiem m Ail ComPEntine wail coste)

o Poar marleeasd e, qualily, emplopee daruglion

Factors Influencing Stock Levels

= The level of

Y ——— .
Unpredi

= Degree of :

Rental costs for stor

dexsuring quality of service provision:

=« Bulk-buying discounts
' secretshopper O « Reliability of suppliers
[ Custoamer satisfaction keved and Customer Complaints St DEk . (_:_;r\-'-l_';r tition X1 r":_-'." NeCess T}-
[ Customer kyyalty— repeat purchase or renewals JIT

Having stocks enables: -

Customer Service is Il'llpﬂﬂﬂllt . . Huolding Stock Benefits Huolding Stock Drawhacis
J *Goods Lo be available for production
Part of the package of benefits that a

customer buys = i.e. part of marketing mix *Delivery to cuslomers “Satiafying Demand Sanage o
Provides a way to differentiate a product

Helps keep customers & win new ones

=Laping with fluctuations in demand = Oppartunity Costs

s5hows the goods available for production
Makes customers feel valued Burffer stock tameet late delrveries = =Depreciatonttsalete stack
Important source of customer feedback TR 8 1 - il -
nables customer demands to be met
it helps attract and retain good quality Lot sangs due Ta purchasing econambies of scale =Security Cost
employees

sAllows discounts to be given for bulk buying reurance comts
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External Quality Standards:

Quality: “A product or service that is able to
fulfil it intended purpose, within any legal

. BS 5750 Kitemark

. . . |50 9000, European Standards
FBQHIFGMGHTS, to meet the expectations of o

customers.”

Wastage Rates

-fit for purpose, Number of rejects X100
Total number produced

-meets laws on design and safety

- meets customer expectations
Supply chain management

Quality
] quruimmmumm
35 i et petlomy i happesiog i e i lacy Assurance
B Less wastage B Slowdown production
B Cost effective @ Training needed- cost and
B Workers feel valued time Che or . sach o of mdoag ey .
because of responsibility | | #® Worker may not like extra Aaik oo a deomcing rotiems s Quality Control

B Improved reputation for responsibility
good quality Advantages Disadvantages

i Stops faulty goods going B Wasted resources making \

out to the customer faulty products
i Does not disrupt B Cost of inspectors
production I Does not encourage all
i Improved reputation workers to be responsible
for quality
() rourica
External Factors Affecting  cconomic
Operations Mal ment
Logistics: Part of the supply chain management that deals with the procurement of neenee 9 SOCIAL
supplies, production, warehousing and transportation. o TECHNOLOGICAL
Supply Chain Management Strategic coordination of business functions within afirm o LEGAL
and with other businesszes in the supply chain @ ETHICAL )f ENVIRONMENTAL
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CPA Diagram
| fime to comelete 3 given h

T
2 _/
Estimated duration of the project =
: o \° 5 o 21
Optimistic time + {4 x most likely time) + pessimistic time = 1 21
5
6 ' When twonumbers
When calculating th £omd fogth e
E.F'I'mn::dtnnt;.ﬂ ¢ maed to use the
) L ) ) _ the smallest number i ot s o
By applying the formula it is more likely to gain a realistic whenmoretasks 1 h 1 GeELATNE
) ; . come together into the latest time of
time for a given project. Work this b outfaet anenode. —/ St e iy B

Project Management a
process which involves the
planning and organising

: . ) ) activities using resourcesto
A Gantt chart. commaonly used in project management. is one of the most popular and useful ways of showing . .
activities (tasks or events) displayed against time. On the left of the chart is a list of the activities and along the tog help achieve the busi-
i5 @ suitable time scale. Each activity is represented by a bar: the position and length of the bar reflects the start ness  pbjectives

date, duration and end date of the actmn_,-. This allews you Io S8 3t A gam:e:

Critical Path Analysis (Network Analysis)

. planning

W What the actint 5 g = =
. ex:‘::; :::g::; e +  Bxecufing Shows the overall time of a project and considers when
Whes pil N s s 5 5 woa
«  Monitaring activities should start and finish and activities that can run
B How long each activity i scheduled to last

alongside each other

® Where activities overlap with other activities. and by how much . completing

@ The start and end date of the whole project

T

COMMUNICATION TO SHOW VALUE OF CPA DEPENDS ON
TIMINGS. ACCURACY OF ACTIVITY TIMES.
To sumemarize, a Gantt chaet shows you what has to be done (the activities) and when (the schedule). SIMPLE METHOD TO CALCULATE KMOWING SOME ACTIVITIES ARE

SHORTEST TIME TO COMPLETE THE CRITICAL MAY IMPACT ON

1 T BusemsFus 8ot [EEEY M:m;lll‘l"1’1l"1"lll~ lllll —_— PROJECT. QUALITY.

q S A T | —— KNOWING EST ALLOWS FOR ONLY COMSIDERS TIMINGS OF

. R T o SUPPLIES TO BE IT. ACTIVITIES NOT COST

A B - e i ALLOAWYS MAMAGEMENT TO SEE IMPLIC ATICINS.

" m Py vaE v — COMNSEQUENCES OF POTENTIAL

W s Baes [ DELAYS, DOES NOT CVOMSIDER

:

L]

Mot v " . HELPS A BUSINESS SEEWHEN CHANGING EXTERMAL
: FAINANCEWILL EE NEEDED TO FACTORS.
— ENSURE SUPPLIES WILL BE READY.
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