
Preface

Operations Management (OM) has been a key element in the improvement in productivity in busi-
nesses around the world. Creating a competitive advantage through operations requires an understanding
of how the operations function contributes to productivity growth. However, our intent in this book is
to do more than just show you what companies are doing to create competitive advantage through
OM. Our overriding goal is to create a competitive advantage for you in the marketplace by convey-
ing a set of skills and tools that you can actually apply.

Three hot topics in business today are Supply Chain Management, Six-Sigma, and Enterprise Re-
source Planning Systems. These topics are studied in the book from the view of the operations func-
tion with up-to-date high-level managerial material to clarify the “big picture” of what these topics are
and why they are so important to business today. Applications that range from high-tech manufactur-
ing to high-touch service are used in the balanced treatment of the traditional topics of the field. Op-
erations management requires a global perspective for many of the topics. Operations management is
best done with significant cross-functional integration. Accounting, finance, marketing, human resources
management, purchasing, logistics, and engineering impact how firms are run operationally. To high-
light our emphasis on services, globalization, and cross-functional integration, we’ve used the logos
you see here in the text margin next to these discussions.

To make Operations Management more accessible to the students of the Indian subcontinent, we
have incorporated the following materials in this edition:

� Real-life/ simulated cases on Aravind Eye Care Hospital, Bharti Corporation, Indian Microwaves,
and Wedding After Convocation.

� Opening Stories and in-text examples on Air Deccan, Mumbai Dabbawallahs, Delhi Metro Rail
Corporation, Asian Paints, Reliance Industries, and so on.

Technical Notes detail how operations-related problems are solved. These are concise treatments
of the many decisions that need to be made in designing, planning, and managing the operations of a
business. Many spreadsheets are included on the DVD to help clarify how these problems are quickly
solved. We’ve indicated those spreadsheets with the spreadsheet logo shown here in the margin.

A Managerial Briefing section follows Section Four and provides an executive summary-style in-
troduction to the concepts of Enterprise Resource Planning.

Operations Management should appeal to individuals who want to be directly involved in making
products or providing services. The entry-level operations specialist is the person who determines how
best to design, supply, and run the processes. Senior operations managers are responsible for setting
the strategic direction of the company from an operations standpoint, deciding what technologies should
be used, where facilities should be located, and managing the facilities that make the products or



provide the services. Operations Management is an interesting mix of managing people and applying
sophisticated technology. The goal is to efficiently create wealth by supplying quality goods and ser-
vices.

Features to aid in your understanding of the material include the following:
� Solved problems at the end of chapters to serve as models that can be reviewed prior to attempt-

ing problems.
� Key terms highlighted in the chapter outline and their definitions at the end of each chapter.
� Answers to selected problems in Appendix A.
� The student DVD that includes PowerPoint slide outlines of each chapter, Excel® spreadsheets

for many of the solved problems and other examples, practice exams, electronic ScreenCam
tutorials, Internet links, and video clips that illustrate the application of operations concepts in
companies.

� Breakthrough Boxes to demonstrate leading-edge companies or practices that are innovative and
trailblazing.

Our aim is to cover the latest and the most important issues facing OM managers, as well as the
basic tools and techniques. We supply many examples of leading-edge companies and practices. We
have done our best to make the book interesting reading and, as we said at the outset, give you a com-
petitive advantage in your career.

We hope you enjoy it.

Plan of This Book
This book is about methods to effectively produce and distribute the goods and services sold by a
company. To develop a better understanding of the field, this book is organized into four major sec-
tions: Operations Strategy and Managing Change, Process Selection and Design, Supply Chain De-
sign, and Planning and Controlling the Supply Chain. In the following, we quickly describe the major
topics in the book.

Strategy is an important and recurring topic in the book. Any company must have a comprehensive
business plan that is supported by a marketing strategy, operations strategy, and financial strategy. It
is essential for a company to ensure that the three strategies support each other. Strategy is covered
from a high-level view in Chapter 2 (Operations Strategy and Competitiveness) and more details are
covered in three chapters: Chapter 10 (Supply Chain Strategy), Chapter 11 (Strategic Capacity Man-
agement), and Chapter 12 (Lean Production). Our reason for spreading the strategy material through-
out the book is to make things a bit more interesting. In general, we try to give you the “big picture”
and then fill in the details with following chapters.

Businesses have to change to remain competitive. The first section of the book is titled Operations
Strategy and Managing Change. The idea is to get you thinking early in your course about how to
organize projects that are needed to manage change. As a company’s strategy changes in response to
market demand and new technology, change is needed. Working on a project is a common assign-
ment in any company. The success of a project is frequently measured by our ability to complete the
project on time and within budget. How can we be confident we will meet the objectives? Becoming
proficient in managing projects is important to success in operations management. Project Manage-
ment is covered in Chapter 3. In Chapter 4, we discuss possibly the most complex project that most
firms face, the design of products.

viii PREFACE



The second section of the book, titled Process Selection and Design, focuses on the design of inter-
nal processes and products. Chapter 5, Process Analysis, is a nuts-and-bolts chapter on process flow
charting and static process analysis using some easily understood “real-life” examples. Chapters 6 and
7 cover the unique characteristics of manufacturing (Manufacturing Process Selection and Design) and
service (Product Design and Process Selection—Services) processes. Important technical material that
relates to these design activities are covered in three technical notes (Learning Curves, Facility Lay-
out, and Waiting Line Management).

An essential element of process design is quality. Quality Management is the topic of Chapter 8.
Here we cover Total Quality Management concepts, Six-Sigma Tools, and ISO 9000. A technical note
covering all the statistical aspects of quality is titled Process Capability and Statistical Quality Control
and follows the Quality Management chapter.

Chapter 9 (Operations Consulting and Reengineering) is designed to show how consultants pack-
age the material that is covered in the book. Many students that major in operations end up working
for consulting companies, so this insight is valuable. Synchronous Manufacturing and Theory of Con-
straints, the focus of Chapter 18, is also used by consultants, as well as being very popular among
practitioners. The basic idea is to add resources to production bottlenecks that are constraints or ob-
stacles to producing more profit. It is fairly complex material, so we positioned this at the end of the
book so that you would have the background to better understand the ideas.

The third section of the book, titled Supply Chain Design, expands our focus to the entire distribu-
tion system from the sourcing of material and other resources to the distribution of our products and
services. Many critical decisions need to be made. Where should we locate our facility? What equip-
ment should we buy or lease? How many people should we hire? We need the skills to make impor-
tant financial decisions related to the capacity of resources that we use.

Making fact-based decisions is what operations management is all about, so this book features ex-
tensive coverage of decision-making approaches and tools. One useful way to categorize decisions is
by the length of the planning horizon, or the period of time, that the decision maker must consider.
For example, building a new plant would be a longterm decision that a firm would need to be happy
with for 10 to 15 years into the future. At the other extreme, a decision about how much inventory for
a particular item should be ordered for tomorrow typically has a much shorter planning horizon of a
few months or, in many cases, only a few days. Such short-term decisions are usually automated using
computer programs. In the intermediate term are decisions that a company needs to live with for only
3 to 12 months. Often these decisions would correspond to yearly model changes for seasonal busi-
ness cycles.

A typical initial decision is the nature of a firm’s operations strategy. This comes from the mission
of the firm itself and is tried to the notion of achieving competitive advantage through operations—
the broad goal of this book. We introduce linear programming and the important product mix problem
in Technical Note 2 to get students thinking quantitatively about strategic decisions. Later we use lin-
ear programming in plant and warehouse location decisions, manpower planning, and scheduling.

Many different transformation processes are needed to put together a supply chain. In Chapter 12,
we discuss the concepts behind Lean Manufacturing and Just-in-Time processes. These ideas are used
by companies throughout the world and are key to efficient and quick-responding supply systems.

Section Four (Planning and Controlling the Supply Chain) covers the techniques required to actu-
ally run the system. This is at the heart of operations management. The basic building blocks are Fore-
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casting and Demand Management (Chapter 13), Sales and Operations Planning (Chapter 14), Inven-
tory Control (Chapters 15 and 16), and Scheduling (Chapter 17). These daily processes are often par-
tially automated with computer information systems. Coverage of enterprise resource planning systems
is included in a managerial briefing that starts this section.

A you can see from this discussion, this material is all interrelated. A company’s strategy dictates
how operations are designed. The design of the operation dictates how it needs to be managed. Fi-
nally, because businesses are constantly being presented with new opportunities through new markets,
products, and technologies, a business needs to be very good at managing change.
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