Chapter 2 Competitiveness, Strategy,
and Productivity

Competitiveness
Operations Strategy
Productivity and Competitiveness

Competitiveness

Corporate Strategy

Operations Strategy: the means by which operations
implements the firm’s corporate strategy and helps to
build a customer-driven firm
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Service Strategy: Focus

Cost and differentiation for a particular target market,
not the entire market.

e Buyer Group: (USAA insurance and military officers)
e Service Offered: (Shouldice Hospital and hernia patients)

e Geographic Region: (B & EE)

Target market could be too small.

SWOT Analysis
o Strength, Weakness, Opportunities, and Threats

Core Competency
o Special attributes that give a company
a competitive edge.

Order(service) Qualifiers

Characteristics that customers perceive as minimum standards
of acceptability to be considered as a potential purchase.

Order(service) Winners
Characteristics of an organization’s goods or services that
cause it to be perceived as better than the competition.




| Service Innovation: Car Sharing

Best suited to urban locations
where there was a dense base
of potential users, parking was
expensive, and the need to
drive was limited.

ladies and gentlemen, e
start your iPhone. zipcar—........

4 simple steps

to zipcar freedom

®® 00

1,join 2.reserve 3.unlock 4.drive

Case Questions

¢ |dentify the target market.
e What is the service winner? ®

e What are the weakness and threats?




The Notion of Tradeoffs

Quality
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The Strategy and the Crisis
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The Tao of Timbuk2

¢ OPTIONS

B |[ndestructible bags that are ‘ i o
worn daily for a decade. o

® Each bag is custom designed. [

m Deliver directly to the customer in only two days.
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Operation Decisions vs. Strategy

Operation Decisions Affect

Product and service design Costs, quality, liability and environmental

Capacity Cost structure, flexibility

Process selection and layout Costs, flexibility, skill level, capacity

Work design Quality of work life, employee safety, productivity

Location Costs, visibility

Quality Ability to meet or exceed customer expectations

Inventory Costs, shortages

Maintenance Costs, equipment reliability, productivity

Scheduling Flexibility, efficiency

Competitiveness Supported by Operations

Low price Standardized work, material, and inventory
requirements. Maximum use of resources

High quality Higher cost for product and service design, and
process design, and more emphasis on supplier quality.

Quick response Extra capacity, and higher levels of some
inventory items.

Newness/innovation Entails large investment in R&D

Product or service variety Requires high variation in resource;
higher worker skills needed, inventory management more
complex; and matching supply to demand more difficult.




| Southwest Airlines ™ T ¥ 4 FH K% P £

Limited Service «——— Selected routes
\ \ between midsize cities

Productive  Lean and effective ___  Standardized
ground crews flight crews 737 aircraft

/

Frequent, High aircraft

—_—

reliable departures utilization

|

On Time (Convenience), Low Cost

Strategic Service Vision

Target Market Segment
Who is our intended customer?

Service Concept
What are the most important elements of our service from
the customer’s perspective

Operating Strategy
How will we differentiate ourselves from our competitors?

Service Delivery System
How will we provide this differentiated service?




Service Vision of Southwest

>

Service Delivery
System

Operating Strategy

Service Concept

Target Market
Segment

* State of Texas
residents

* Business
traveler who
drives because
of inadequate
service

* |Inexpensive
family travel on
weekends
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The Alamo Drafthouse
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| Case Questions

Identify the target market.
Define the service concept.
What is the operating strategy?

Describe the service delivery system.

Measuring Performance

o Key Performance Indicators link to operation
strategy/competitive dimensions and spot the need for
changes in operations




What Should We Measure?
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A Good Measure Should Be

Specific. Objectives should specify what they want to achieve.
Are they clear and unambiguous?

Measurable. Can we put a value on the KPI? Eg How much,
how long, how many?

Achievable. Are the targets you set achievable and attainable?

Relevant. Are the measures relevant to the overall goal and
strategy of the company?

Timely. Are the timescales realistic and how often do you
measure?
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Performance: a relative measure

Output
Input

o efficiency # effectiveness # productivity ﬂ
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How to Calculate Productivity

o Total measure
number of products

Labor($) +Materials($) + Energy($) + Overhead($) +...

Value of allproducts (S)

Labor($) +Materials($) + Energy($) + Overhead($) +...

o Partial measures

Output or Output or Output
Labor Capital Machine
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Lessons Learned

o What are important to customers? What are order winners?
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