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Operations Management
The design, operations and control of the transformation process of goods and services.

	INPUT
	PRODUCTION      PROCESS
	OUTPUTS

	PEOPLE
	TRANSFORMATION   PROCESS


	GOODS

	CAPITAL
	
	

	EQUIPMENT
	
	or



	MATERIALS
	
	SERVICES

	INFORMATION
	
	


The AIM?

· To be PRODUCTIVE

· PRODUCTIVITY  - is the level of output for a given output

· Output must be of greater value than the input.

· All production processes must gain productivity.

· Productivity gives competitive advantage.
A Supermarket

	INPUT
	PRODUCTION      PROCESS
	OUTPUTS

	Staff

Freezers, Coolers, Shelving etc

Merchandise (STOCK)

Needs & Wants

Customers
	Storing, Shelving, Helping, exchanging for cash, courteous, smiling etc


	Happy, Satisfied and Loyal customers who always return

	Value: Low
	High


ROLE of Operation Managers
All managers have four Roles: POLC

STRATEGIC LEVEL:

· Long Term

· Location

· Size

· Design and Layout

· Inventory Management

· Quality Control

OPERATIONAL LEVEL:

· Day to Day needs:

· Staffing

· Materials/Stock

· Quality

LOCATION:

Where are you going to locate your operations (factory, supermarket etc)?

Think of:

· Market

· Labour

· Transport

· Other Inputs

· Land Availability and cost

· Laws and Political climate

· Industrial Relations

· Taxes and Charges 
· Land Zoning

· Expansion

· etc
DESIGN AND LAYOUT of Factory/shop

The design and Layout must provide for efficiency in operations.

· Ease of Product movement while in process

· Speed

· Safety

· Customer satisfaction

· Least amount of space

Design and Layout of Coles Supermarket


What are the advantages of such a design and layout?

Types of LAYOUT
1. Functional (Process) Layout
The layout is designed according to the function (process or task). If a job requires that function, the job is taken to the function.








Boxes represent Machines or Tools (Functions). Good for when each Job is different.
2.
PRODUCT LAYOUT
 For same products. Assembly line. For mass production. Product moves in one direction. Equipment is used for a single purpose.



2. FIXED POSITION

For big jobs that can not be moved. Buildings, Bridges, Roads etc. Take your equipment to the Job.



Materials Management

What Materials?





Raw Materials

Raw Materials: What comes from ground and water.
Components: parts from other businesses to be used in your production.

Spare Parts: parts for the machinery in case of a breakdown.

Why Manage?
· Capital (investment) tied up. (Cash is used up in those inventory)

· Aim of every business is to minimise this cost but at the same time to have the right material at the right time (never run short and never stock to many)

· Apart from the cost of materials, there are other costs associated when you have lot of materials. They are:

· Cost of storage space

· Labour to handle the material

· Damage/theft/obsolete

What do OPERATIONS Managers need to do?
· POLC

· Plan:

· Prepare MASTER PRODUCTION SCHEDULE (MPS)

· This plan shows all details of the production – what, when, where, how, who

· Prepare MATERIALS REQUIREMENT PLAN (MRP)

· This plan shows: How much material is required; what is available; what needs to be purchased and when.

· The Plan must be effective in that there is just enough materials available for the production process.

JUST IN TIME (JIT)

A material management system where materials are delivered just in time for the production process. This will lead to lower stock levels, less finance, less space, less loss, less inactive resource.
Cutting





Sanding





Polishing





Painting





Joining





Drilling





Welding





Storage





Cut





Paint





Unfinished


Products





Weld





Join





Polish





Raw Materials and 


Components














Finished Product





Spare


Parts








