
 

Operations 

Role of operations management 

Strategic role of 
operations 
management 

Cost leadership 
Involves aiming to have the lowest costs or to be the most price-competitive in the market 

- A key aspect to cost leadership is that although trading with the lowest cost, the overall business should
still be profitable

Economies of scale refers to cost advantages that can be created as a result of increase in scale of business 
operations. 

- Typically, the cost savings come from being able to purchase low cost per unit of input and from
efficiencies created through improved use of technology and machinery

Good/service differentiation 
Good differentiation: 

- Varying the actual product features
- Varying product quality
- Varying any augmented features

Service differentiation: 
- Varying the amount of time spent on the service
- Varying the level of expertise brought to a service
- Varying the qualifications and experience of the service provider
- Varying the quality of materials/technology used in service delivery

Cross-branding: 
Differentiation can be created cross branding or strategic alliances ¬ adds value by offering added benefits 

McDonalds-  
Due to its large volume of 
purchases Mc Donald’s can 
employ economies of scale 

Global training program 
known as the ‘Hamburger 
University’ ensures 
consistent operations 
procedures that promote 
efficiency and reduce 
overall costs 

Goods and 
services in 

Goods in different industries 
- Standardised goods or customised goods
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Supply chain 
management 

- Involves integrating and managing the flow of supplies throughout the inputs, transformation processes 
and outputs in order to best meet the needs of customers 

- It’s goals include reducing inventory, increasing the speed of transactions and increasing revenue for a 
business by satisfying customer demands. 

 
Sourcing 
 

- Sourcing is all about acquiring, purchasing or procuring the inputs needed for the transformation process. 
- When choosing which sources to use, supply chain, managers think about the following: 

 
Global sourcing 

- A broad term that refers to businesses purchasing supplies or services without being constrained by 
location. In the supply chain management activity, global sourcing means buying or sourcing from 
wherever the suppliers are that best meet the sourcing requirements. 

 

22 of 172

This file was downloaded from StudyLast.com. It is not allowed to publish it elsewhere. Only the buyer can use this file.



   

Refunds and exchanges (returns): 
A business is required by law to offer a refund:  

- If the products provided are faulty  
- Do not match the description or a sample  
- Fail to do the job they were supposed to do. 

 
There is no obligation to offer a refund if the customer has simply changed their mind, has found the same product at a cheaper 
price in another store, or damage has occurred after the purchase was made. 

Ethical 1. Creation of needs  
- Materialism 
Materialism is an individual’s desire to constantly acquire possessions. Critics of product promotion feel that most businesses, 
especially large businesses, use sophisticated and powerful promotional strategies (particularly advertisements) to persuade and 
manipulate customers to buy whatever the firm wants to sell.  

2. Stereotypical images of males and females. In most advertisements it tends to be the male who uses the power tools, or who 
watches sport with his mates. Females, on the other hand, are portrayed preparing meals, cleaning the house or caring for the 
children.  

3. Use of sex to sell products. There is often an overuse of sexual themes and connotations to sell products. Unrealistic images are 
portrayed as attainable. Advertisers use sex appeal to suggest to consumers that the product will increase the attractiveness or 
charm of the user. Although many people are sceptical of such claims, advertisements that use sex appeal can have subtle and 
persuasive impacts  

4. Product placement. The inclusion of advertising in entertainment is a promotion strategy referred to as product placement. 
Generally, the insertion of these products is subtle: an Omega watch on the celebrity’s arm or an Apple laptop when a computer 
is used; while at other times they are prominently displayed. Businesses are keen to use this promotional technique because it 
allows them to reach savvy, but advertisement-weary, consumers. However, critics of product placement argue that, because of 
its ‘concealed’ nature, this type of advertising blurs the line between what is advertising and what is entertainment. 

5. Invasion of privacy. The recent growth in online advertising is raising a number of ethical issues, with the most serious being the 
tracking of web users and using this information to target them with advertisements. Collection of data in this way may breach 
consumer privacy. Presently, because most websites infer consent (the consumer agrees to their web searches being tracked 
unless the person opts out by ticking a box), many consumers are unaware that data is being collected on them. This behavioural 
data is collected and resold by data exchange companies and then used by businesses for target advertising purposes. 
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more than what attracted them into the store to begin with. The business can recover the loss on the low-price item from the 
sale of the other items or services that the consumer buys. 
 
This successful pricing strategy is often used when the business: 

- Is overstocked or a product is slow to sell  
- Wants to increase the traffic flow in the expectation of gaining new customers  
- Wants to build a reputation of having low prices.  

However, the main danger of this practice is that if it is done incorrectly the business can actually lose money 
 
Price points 
 
Price points (or price lining) is selling products only at certain predetermined prices. 
 
This pricing strategy is used mainly by retailers, especially clothing stores and boutiques. The business chooses a limited 
number of key prices or price points for selected product lines. 
 
Using this pricing strategy makes it easier for the customer to find the type of product they need. It also makes it easier for the 
business to encourage the customer to ‘trade up’ to a more expensive model 
 
Price and quality interactions 
 
Normally, products of superior quality are sold at higher prices. This is usually due to the higher manufacturing cost involved 
in producing them. This perceived price–quality relationship helps determine the image customers have of products or brands 
This pricing strategy is referred to as prestige or premium pricing and is designed to encourage status-conscious consumers to 
buy the product. Premium or prestige pricing is based on the tendency for consumers to assume that expensive products are of 
superior quality and distinction. If a business that uses premium pricing lowered their prices dramatically, it would damage 
their reputation because it is inconsistent with the perceived images of such products. 
 

 
 
 
 
 
 

Promotion Elements of the promotion mix 
 
Advertising 
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Cost - normally cost effective because a lot of it is offshore and 
cheaper labour. Also, you often pay for service (only when you 
use them vs people on the payroll full time) 
 
Independence- a complete objective point of view. Very helpful 
when running mediation so that there is no bias in the process 
 
Reduced complexity - full time staff don’t have to consider this 
in their remit. Those functions you outline are largely 
transactional low value work so by outsourcing it allows the full 
time employees to focus on high value work 
 

Outplacement- When an organisation makes a person redundant often times they provide and pay for outplacement. This means they 
work with a professionals to help them find another job.  This means help writing a resume, help them get ready for interviews, provide 
office space for them to come in to use computers to search for jobs etc 
 
Using contractors  
 
A contractor is an external provider of services to a business. It may be an individual or a business. 
 
contractors are primarily used by most businesses to create costs savings or to access greater expertise and capabilities to improve 
competitiveness. Contractors can be obtained for most business functions, but they are particularly used for processing functions. These 
are the functions that are repetitive and easily measured, which makes it easy for businesses to determine the cost savings and 
productivity gain. 
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Development Development focuses on enhancing the skills of the employee through:  
- further professional learning  
- mentoring or coaching  
- performance appraisal and management to allow them to take advantage of opportunities to develop a career with 

the business. 
 A major role of the human resource manager is to establish effective training and development programs, train managers to 
implement them, and then evaluate training programs to determine whether performance has improved as a result of these 
programs 
 
Induction 
A well-prepared induction program: 

- gives employees a positive attitude to the job and the business  
- builds a new employee’s confidence in the job  
- stresses the major safety policies and procedures, and explains their application  
- helps establish good working relationships with co-workers and supervisors. 

 
Training 
The aim of training is to seek a long-term change in employees’ skills, knowledge, attitudes and behaviour in order to 
improve work performance in the business. 
 
It is essential in overcoming business weaknesses, building on strengths and maintaining staff commitment. 
 
Step 1 

- assess the needs: 
o of the individual- skills knowledge, attitudes 
o of the job- competencies required 
o of the business- culture, goals, etc. 

Step 2 
- determine the objectives of the training program. 

Step 3 

 

138 of 172

This file was downloaded from StudyLast.com. It is not allowed to publish it elsewhere. Only the buyer can use this file.



   

Negotiation 
 
 
Negotiation- when discussions between the parties result in a compromise and a formal/informal agreement->benefit the parties 
involved by ^ their knowledge of company policy, businesses objectives, workers concerns and issues involved in implementing change.  
 
Mediation 
 
•Mediation is a strategy whereby an independent third party steps in to assist in resolving the dispute. The mediator 
offers a fresh and impartial perspective, usually in a formal, structured form.  
The mediator can be someone else from the business or they could be from a government agency such as Fair Work 
Australia or the Anti-Discrimination Board.  
The mediator cannot however make a binding decision; they can only help guide the parties towards making one they agree 
to follow themselves.  
•Sometimes outside bodies are called in to settle a dispute where negotiation and/or mediation is unsuitable or has failed to 
find a solution.  
 
Grievance procedures 
 
•Grievance procedures are a strategy for dispute resolution whereby employers have the opportunity to have their 
complaints and concerns formally heard and dealt with.  
This may be handled by a special complaints committee which is able to take a consistent approach for investigating and 
addressing these problems. It is properly documented to ensure transparency, allowing all stakeholders to trust the system.  
Around 70 per cent of managers are involved in grievance handling, and cite the most common issues as personality 
conflicts, allowances and pay, and discipline. 
•When it comes to resolving workplace disputes, negotiation is usually the first step. This involves discussions between the 
parties hoping to reach a compromise agreement. This will obviously only solve some disagreements, with major ones or 
those about improper behaviour, such as harassment, not likely to be suitable to be solved in this manner.  
 
Involvement of courts and tribunals 
 
•Courts and tribunals make binding decisions that all parties must follow. Disputes are settled impartially, but the 
process can be costly and disruptive and often will not resolve tension in the workplace.  
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If accident levels are high, it indicates that HRM needs to become more effective. It also indicates that the workplace may not be 
providing a safe working environment. Some of Australia's common workplace accidents according to Safe Work Australia include: 
Fatigue, trips and falls, stress and mental health, falling from heights and falling objects. 
 
all businesses need to adopt a systematic, legally compliant approach to managing OHS. These are benchmarked internationally using 
a number of indicators including: 

• Lost Time Injury Frequency Rates (LTIFRs). A lost-time injury is an event that results in a fatality, permanent disability or time of 
one day/shift or more lost from work. The LTIFR is the number of lost-time injuries per million hours worked, calculated as: 

 
• Safe Work Australia rates based on accepted workers’ compensation claims that involved the loss of one or more working weeks 

(termed serious claims). Claims for shorter periods are not counted in this rate. 

Best practice businesses: 
• have regular safety audits and comprehensive safety programs, and use data to improve 
• build a culture of safety- communicate effectively about health and safety using visible policy statements, safety signs and reminders 
• provide careful induction and regular ongoing training for staff to ensure they are aware of safety rules and prepared for emergencies 
• consult employees and health and safety personnel on the implications of changes in the workplace. 

Such businesses save on compensation claims, absenteeism, lost work time, replacement costs for damaged equipment, and loss of morale. 
Customers appreciate the effort businesses make in producing a safer product; thus, such businesses also improve their image to their 
customers. 

Levels of disputation 
 
This indicates how many disputes or types of industrial action are taking place. These could include: strikes, go slows, work to rule by 
employees or lockouts by employers. These disputes are very disruptive, create tension and can badly damage the business's 
reputation. High levels of disputation indicate ineffectiveness, suggesting that employees may feel insufficiently rewarded or have 
poor working conditions. It also indicates tension or a breakdown of the relationship between the employer and employees.  
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