The Relationship:

Operations, Productivity and Competitiveness

Operations Management: the management of systems or processes that result in goods or services as the final product.

Productivity: 
is the level of output per given input. For example:

· Tonnes of wheat per hector 

·  eg 100 tonnes per hector

· Number of bricks laid per worker hour

· Eg 200 bricks per hour

· Dollar sales per employee

· Eg $1000 per employee per day

· Increase in productivity improves competitiveness

· How to improve productivity
· For Example 

· From 100 tonnes of wheat per hector to 150 tonnes per hector.

· From 200 bricks per hour to 300 bricks per hour

· From $1000 in sales to $3000 in sales per employee

· You may increase productivity by focusing on:

· People and

· Operations
· People
· Participative decision-making, management by objectives, effective reward systems, team-based workgroups training and development.
· Operations
· Use of advanced technologies
· CAD, CAM, etc

· Increased capital investment – to modernise facilities

· Use of Robotics

· Check on quality

· Just In Time production

· Methods to eliminate waste

Improvement in productivity will increase the competitiveness. Explain.

Operations Management Strategies

Note: all management needs POLC – Planning, organising, Leading and Control

Planning Strategies
1. Do you want to focus on core business or diversified products?

2. Do want to mass production or customized production?

3. What type of structure do you need? Eg departments or work-teams.

4. Capacity planning (determines your facilities)

5. Facilities Location

6. Method of production

Process Planning
1. How the product will be produced?

2. Productions Schedules – what will be produced and when!!

Processes are defined by their flow Pattern:

1. Intermittent

· Raw material enters the process

· Work starts

· Single unit complete

· End of process, start next one.

Examples:

· Suits small quantities, hand made and customised product.

· Custom made clothes

· Custom made furniture

2. Continuous Process

· Raw material enters continuously, continuous flow in work in process and finished product.

· Suits large-scale, mass produced, highly uniform products (identical)

Examples:

· Beer

· Motor cars

· cereals

Process Cycle time

The time between INPUT entering and output of finished product.

· The cycle time varies from a minute to years

· BigMac – 5 minutes

· CityLink – 3 years

Controls Mechanisms

· Cost Control

· Purchasing Control

· Inventory Control

Facilities
· Location

· Design & Layout

Facilities – 
refer to plant (factories, buildings) and equipment (machinery) and 

capacity required in production.



Capacity refers to the maximum production possible in the given amount 

of facility.

A simple example: Facility for teaching – a classroom. Assume a standard classroom can accommodate 20 students.







A

     B


     C


    D

A:
producing below capacity, room to increase, 

B:
Producing below capacity, room to increase

C:
Producing as Full Capacity. No room for increase

D:
Not possible when demand for enrollment is very high. Have to look for alternate 

solution

How to increase Capacity?

· Adding shifts ( 3 eight hour shifts)

· Increasing overtime

· Use subcontractors

· Expand existing facility (if possible)

· Add additional facility

· Close existing facility and move to a new and larger space

Location of the facility will determine if it can be expanded.

Location

What do you have to consider when deciding on the choice of a location?

· Where

· Number of facilities

· Transportation to and from facilities

· Layout

Factors to consider when deciding for location?

1. Availability of labour and its quality

2. Labour costs

3. Proximity of markets

4. Access to transports – highways, rail, ports, airports

5. Land availability and cost

6. Land zoning

7. Taxes and government charges

8. Waste disposal

9. Business climate

10. Industrial relations

11. Social and economic situations

12. Availability of buildings etc

Layout

The choice depends on what will increase efficiency. It depends on process flow.

Types of Layout:

· Functional

· Product and 

· Fixed

Functional: 
equipment with similar functions is grouped together.



Suitable for intermittent process like those in a small workshop.



The job is taken to the machine.

Product Layout:
the machines are installed according to the flow of process.




Suitable for continuous processes such as assembly line.




Number of tasks = number of tools.




Once operational – large volumes of product can be produced.

Fixed Position:
Take the tool where the production is.




You take your tools/machine to a building site. The building 

(product) does not go to the tool.

Materials Management
Inventory (materials or stock) are the items help by the business. For a manufacturing business there can three types of inventory:

Inventory Types:

Raw Material:
items that are input into the production process. It can be 

raw or semi-finished.

Work in Process:
partly finished items on the production line.

Supplies:

consumables used in the production. Eg grease

Finished Goods:
final product ready for delivery

Why Manage Inventory?

· to ensure that the right amount is available, at the right time at the best price.

· Otherwise it will

· Increase cost

· Delay production

· Delay delivery

· Create loss in sales

· High levels will reduce profitability

Many businesses want to reduce inventory levels and have a high turnover. How?

· Direct supplier delivery

· Using JIT (Just in Time Production) method. You receive stock from the supplier just in time for use in the production. You do not stockpile.

· Delivering to customer as soon as produced.

How can you make your Operations more effective?

Solution on page 439
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