MNO 2601 Production & Ops Management
Chapter 2
Performance objectives of production/operations management

Operations performance objectives
All operations have a range of stakeholders.  Stakeholders are the people and groups who may be influenced by, or may influence, the operations activities.

Some stakeholders are:

· internal – operations employees
· External – customers, society, community groups

The five performance objectives

Apply to all types of operations

· Quality – satisfying customers by providing error free goods and services
· Speed – do things fast
· Dependability – do things on time and keep the delivery promise
· Flexibility – change far enough and fast enough to meet customer requirements

The quality objective
Quality is consistent conformance to customers’ expectations.  Doing things right.

The things which the operation needs to do right will vary according to the kind of operation.  Quality is the most visible part of what an operation does and something the customer finds easy to judge about the operation.

Quality is a major influence on customer satisfaction or dissatisfaction

Quality inside the operation
Satisfying internal customers can be as important as satisfying external customers.

Quality reduces costs – the fewer mistakes, the less time needed to correct them.  Less confusion and irritation

Quality increases dependability – the performance objectives of quality has both an external impact which influences customer satisfaction and an internal impact which leads to stable and efficient processes.

The speed objective
Speed means the elapsed time between customers requesting products and services and the receipt of them.

The main benefit of speedy delivery of goods and services lies in the way it enhances the operations offering to the customer.  The faster customers can have the product or service, the more likely they are to buy it or the more they will pay for it or the greater the benefit they receive.

Speed increases value for some customers

Speed inside the operation
Fast response to external customers is greatly helped by speedy decision making and speedy movement of materials and information inside the operation.

Speed reduces inventories – the longer items take to move to a process, the more time they will be waiting and the higher the inventory will be

Speed reduces risks – the further ahead companies forecast, the more likely they are to get it wrong.  The faster throughput time of the process, the later forecasting can be left.


The dependability objective
Dependability is valued by most customers.

Dependability means doing things in time for customers to receive the goods or services exactly when they are needed, or at least when they were promised.

Customers might judge the dependability of an operation only after the product or service has been delivered.

Dependability can override all other criteria.

Dependability inside the operation
Internal customers will judge each other’s performance partly by how reliable the other processes are in delivering material or information on time.  Operations where internal dependability is high are more effective than those which are not.

Dependability saves time – a manager should always have a plan of a center’s activities devised to keep the center’s facilities has fully utilized as possible.

Dependability saves money – ineffective use of time will translate into extra cost.

Dependability give stability – the disruption caused you operations by lack of dependability goes beyond time and cost.  It affects the quality of the operations time.

The flexibility objective
Flexibility means being able to change the operation in some way.  Changing what the operation does, how it is doing it or when it is doing it.

Customers will need the operation to change so that it can provide four types of requirements:

· Product/service flexibility – operations ability to introduce new or modified products and services
· Mix flexibility – operations ability to produce a wide range or mix of products and services
· Volume flexibility – operations ability to changes level of output or activities to produce different quantities or volumes of products and services over time.
· Delivery flexibility – the operations ability to change the timing of the delivery of its services or products.


Mass customization
One of the beneficial external effects of flexibility is the increased ability of an operation to do different things for different customers.

High flexibility is the ability to produce a higher variety of products or services.  Normally however it means high cost.

Higher variety operations do not usually produce in higher volume.

Mass customization – achieved through flexibility in design ie Dell.  The ability to produce products or services in higher volumes, yet vary the specification to the needs of the individual.

Agility
The ability of an operation to respond quickly and at lower cost as market requirements change.

Agility is really a combination of all the five performance objectives but particularly flexibility and speed.

Agility implies that an operation, and the supply chain of which it is a part, can respond to the uncertainty in the market

Flexibility inside the operation

· Flexibility speeds up response – fast service often depends on the operation being flexible
· Flexibility saves time 
· Flexibility maintains dependability – internal flexibility can help to keep the operation on schedule when an unexpected event disrupt plans.

The cost objective
The lower the cost of producing the goods and services, the lower the price to Customerss.

Low-cost is a universally attractive objective.

The way in which operations management can influence cost will depend largely on where the operation costs are incurred.  The operation will spend its money on staff facilities, technology and equipment and materials.


Keeping operations costs down

Productivity: the ratio of what is produced by an operation or process to what is required to produce it.

All operations have an interest in keeping the cost as low as he is compatible with the levels of quality, speed, dependability and flexibility that their customers require.  The measure that is most frequently used to indicate how successful and operation is at doing this is productivity.


		Productivity = output from the operation
				one input to the operation

This allows different operations to be compared excluding the effects of input costs.

Single factor productivity can include the effects of input costs if the single input factor is expressed in cost terms, such as labour costs.  Total factor productivity is a measure that includes all input factors.

		Multi factor productivity = output from the operation
					      All inputs to the operation


Improving productivity
One obvious way of improving an operations productivity is to reduce the cost of its inputs while maintaining a level of its outputs.  This means reducing the costs of some or all of its transformed and transforming resource inputs.

Productivity can also be improved by making better use of the inputs to the operation.

All operations are increasingly concerned with cutting out waste.

Cost reduction through internal the effectiveness.
Each of the various performance objectives has several internal effects, but all of them affect cost.

One important way to improve cost performance is to improve the performance of the other operations objectives.

Fast operations reduce the level of In-process inventory between micro operations, as well as reducing administrative overheads.  Dependable operations do not spring any unwelcome surprises on the internal customers.

Flexible operation to adapt to changing circumstances quickly and with a disrupting the rest of the operation.  Fixable micro operations can also change over between tasks quickly and without wasting time and capacity.

External effects of the five performance objectives – see figure 2.9 on page 50 of the textbook










The polar representation of performance objectives
A useful way of representing the relative importance of performance objectives for a product and service – see figure 2.10 A












This is called the polar representation because the scales which represent the importance of each performance objectives have the same origin.

[bookmark: _GoBack]The closer the line is to the common origin, the less important is the performance objectives to the operation.
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