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as relevant today as it was over 100 years ago—addresses
three issues that are at the core of operations manage-
ment: efficiency, cost, and quality. Efficiency (a mea-
sure of how well resources are used in creating outputs),
the cost of operations, and the quality of the goods and
services that create
to profitability and ultimately the long-run success of a
company. A company cannot be successful without peo

ple who understand how these concepts relate to each
other, which is the essence of OM, and who can apply
OM principles effectively in making decisions.

ustomer satisfaction all contribute

@ OM IN THE WORKPLACE

Many people who are considered “operations manag-
ers” have titles such as chief operating officer, hotel or
restaurant manager, vice president of manufacturing,

customer service manager, plant manager, field service
manager, or supply chain manager. The concepts and
methods of OM can be used in any job, regardless of
the functional area of business or industry, to better
create value for internal customers (within the organi-
zation) and for external customers (outside the organi-
zation). OM principles are used in accounting, human
resources management, legal work, financial activities,
marketing, environmental management, and every
type of service activity. Thus, everyone should under-
stand OM and be able to apply its tools and concepts.
Following are some examples of how the authors’ for-
mer students (who were not OM majors!) are using
OM in their jobs.

After graduating from college, Shelly Decker
and her sister embarked on an entrepreneurial ven-
ture to manufacture and sell natural soaps and body
products. Shelly was an accounting and information
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systems major in college, but she was using OM skills

every day:

> Process design: When a new product was to be
introduced, the best way to produce it had to be
determined. This involved charting the detailed
steps needed to make the product.

»  Inventory management: Inventory was tightly
controlled to keep cost down and to avoid
production that wasn’t needed. Inventory was taken
every four weeks and adjusted in the inventory
management system accordingly.

> Scheduling: Production schedules were created
to ensure that enough product was available for
both retail and wholesale customers, taking into
account such factors as current inventory and soap
production capacity.

»  Quality management: Each product was
inspected and had to conform to the highest
quality standards. If a product did not conform
to standards (e.g., wrong color, improper
packaging, improper labeling, improper weight,

size, or shape), it was removed from inventory to
determine where the process broke down and to
initiate corrective action.

Without an understanding of OM, the company would
never have gotten off the ground!

Tom James started as a senior software developer for
a small software development company that creates sales
proposal automation software. Tom uses OM skills in deal-
ing with quality and customer service issues related to the
software products, and he is also extensively involved in
project management activities related to the development
process, including identifying tasks, assigning developers
to tasks, estimating the time and cost to complete projects,
and studying the variance between the estimated and
actual time it took to complete the project. He is also in-
volved in continuous improvement projects; for example,
he seeks to reduce development time and increase the ef-
ficiency of the development team. Tom was an information
technology and management major in college.

Brooke Wilson began as a process manager for
JPMorgan Chase in the credit card division. After several
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years of working as an operations analyst, he was promoted
to a production supervisor position overseeing “plastic card
production.” Among his OM-related activities are:

»  Planning and budgeting: Representing the plastic
card production area in all meetings, developing
annual budgets and staffing plans, and watching
technology that might affect the production of

plastic credit cards.

»  Inventory management: Overseeing the management
of inventory for items such as plastic blank cards;
inserts such as advertisements; envelopes, postage,
and credit card rules and disclosure inserts.

»  Scheduling and capacity: Daily to annual
scheduling of all resources (equipment, people,
inventory) necessary to issue new credit cards and
reissue cards that are up for renewal, replace old or
damaged cards, as well as cards that are stolen.

»  Quality: Embossing the card with accurate
customer information and quickly getting the card
in the hands of the customer.

Brooke was an accounting major in college.




