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RECAP 
What does effective operations management involve?
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What do operations managers do?
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What do you think the capacity utilisation would be if the existing output was 200 units a week and the maximum output was 500 units a week?
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What would the output be if the capacity was still 500 units a week and capacity utilisation was 15 %?
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 Magners was one of the great successes in 2006.  In fact, boosted by heavy investment in the promotional mix demand rose rapidly and supply could not keep pace.  In September the owner of the brand invested over £100 million in a new cider making facility in an attempt to double capacity within 18 months.
· What factors would the company have considered before making the investment decision?  

· How would the company decide how much capacity to aim for? 

Explain by giving an example the difficulties a business may have in estimating demand.
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What could a business do if demand is too high for capacity shortage?


What are the implications of your suggestions above?


How does a fall in demand influence stock levels?


What are the different types of stock?


What is the opportunity cost of holding stock?


What can a business to help determine stock levels?


How has IT helped operations management?

What is the main aim of operations management?


How is labour productivity calculated?



Why is productivity an important concept in operations management?


Calculate the productivity and complete the table at the bottom of page 247 in your text book

How can a business increase its productivity?


How might employees react to a business’s efforts to improve productivity?


Explain why operations managers have to work closely with other functions of the business.


Why might it be more difficult to measure productivity in the service sector?


How does the UK’s productivity compare with the other European Countries?


Why is this a problem? 


Effective operations management involves planning, organising and coordinating the forms resources to provide the goods and services required in an efficient and appropriate way to meet customer needs and the firm’s objectives.








Operations managers have to


Design the transformation process


Manage the operations process


Improve the operations process:











Capacity utilisation =     Actual        x   100


                                   Max output 





                               =  200 x 100  =  40%


                                       500





                                    





Capacity utilisation =     Actual        x   100


                                   Max output 





                       15    =    x    x 100    =         =  15 x 500 = x


                                       500                                 100


                              


 X = 75%


                                    





Weather, seasonal, external factors etc 





                                    





Use overtime


Use part time and temporary staff


Subcontracting


Changing stock levels


Changing capacity levels


                                    





                                    





                                    





General supplies


Components and material


Work in progress


Finished goods            





Money is tied up in holding stock (eg security and storage). The money could be invested elsewhere.  Stock may get damaged, be stolen or go out of date. 





Liaise with marketing to find out past and predicted sales


Try and get suppliers to be flexible need them to be quick and reliable but it depends on who has the most power.





Better idea in terms of sales


Better links with suppliers 


Liaise with marketing to find out past and predicted sales


Try and get suppliers to be flexible need them to be quick and reliable but it depends on who has the most power.





Use few resources as possible to produce a given output at a certain quality level. 





Total output in a given period


     Number of employees





Effects the unit cost


Looks at the efficiency of the workforce








Increasing the number of hours worked


Training


Investment in equipment and technology


Change the way work is done


Motivating employees








Don’t want to work longer hours


They do not want to learn new skills


They fear higher productivity may lead to job losses


They feel they should receive higher rewards  














Marketing


HR


Finance  
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