
 

 

 

 

 

INTRODUCTION 

 

Operation Strategy across the organization 

Operations strategy is bounded in dealing primarily with the operations aspect of 

the organization. Operations strategy relates to products, processes, methods, 

operating resources, quality, costs, lead times, and scheduling etc. In order for 

operations strategy to be truly effective, it is important to link it to organization 

strategy which is broad in scope and provides the overall direction for an 

organization. Formulation of organization strategy should take into account the 

realities of operations' strengths and weaknesses, capitalizing on strengths and 

dealing with weaknesses. Similarly, operations strategy must be consistent with 

the overall strategy of the organization, and with the other functional units of the 

organization. This requires that senior managers work with functional units to 

formulate strategies that will support, rather than conflict with, each other and the 

overall strategy of the organization. 

 

Operations strategy can have a major influence on the competitiveness of an 
organization. If it is well designed and well executed, there is a good chance that 
the organization will be successful; if it is not well designed or executed, the 
chances are much less that the organization will be successful. 

 

Perspectives of operations strategies are as follows: 

 Operation strategy is a top-down reflection of what the whole group or 

business wants to do; 

 Operations strategy is a bottom-up activity where operations 

improvements cumulatively build strategy; 

 Operations strategy involves translating market requirements into 

operations decisions; 



OPERATIONS MANAGEMENT 

 

 Operations strategy involves exploiting the capabilities of operations 

resources in chosen markets. 

 

Strategic operations management decisions:  

 

 

Operations management people play a strategic role in many strategic decisions in 

a business organization. Traditional strategies of business organizations have 

tended to emphasize cost minimization or product differentiation.  Two factors 

that tend to have universal strategic operations importance relate to quality and 

time. 

Quality based strategies focus on maintaining or improving the quality of an 

organization's products or services. Quality is generally a factor in both attracting 

and retaining customers. Quality-based strategies may reflect an effort to 

overcome an image of poor quality, a desire to catch up with the competition, a 

desire to maintain an existing image of high quality, or some combination of these 

and other factors. Interestingly, quality-based strategies can be part of another 

strategy such as cost reduction, increased productivity, or time, all of which benefit 

from higher quality. 

 

Time based strategies focus on reducing the time required to accomplish various 

activities (e.g., develop new products or services and market them, respond to a 

change in customer demand, or deliver a product or perform a service). By doing 

so, organizations seek to improve service to the customer and to gain a competitive 
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advantage over rivals who take more time to accomplish the same tasks. The 

rationale is that by reducing time, costs are generally less, productivity is higher, 

quality tends to be higher, product innovations appear on the market sooner, and 

customer service is improved.  

 

Organizations focus to achieve time reduction in some of the following: 

Planning time: The time needed to react to a competitive threat, to develop 

strategies and select tactics, to approve proposed changes to facilities, to adopt 

new technologies, and so on. 

Product/service design time: The time needed to develop and market new or 

redesigned products or services. 

Processing time: The time needed to produce goods or provide services. This can 

involve scheduling, repairing equipment, methods used, inventories, quality, 

training, and the like. Changeover time: The time needed to change from 

producing one type of product or service to another. This may involve new 

equipment settings and attachments, different methods, equipment, schedules, or 

materials.  

Delivery time: The time needed to fill orders. 

Response time for complaints: These might be customer complaints about 

quality, timing of deliveries, and incorrect shipments. These might also be 

complaints from employees about working conditions (e.g., safety, lighting, heat or 

cold), equipment problems, or quality problems. 

It is essential for marketing and operations personnel to collaborate on strategy 

formulation in order to ensure that the buying criteria of the most important 

customers in each market segment are addressed. 

Agile operation is a strategic approach for competitive advantage that emphasizes 

the use of flexibility to adapt and prosper in an environment of change. Agility 

involves a blending of several distinct competencies such as cost, quality, and 

reliability along with flexibility. Processing aspects of flexibility include quick 

equipment changeovers, scheduling, and innovation. Product or service aspects 

include varying output volumes and product mix. 

Successful agile operation requires careful planning to achieve a system that 

includes people, flexible equipment, and information technology. Reducing the 

time needed to perform work is one of the ways an organization can improve a key 

metric: productivity. 
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Developing a customer driver operation strategy 

How do the customers decide which product or service to buy? Different 

customers are attracted by different attributes. Some are attracted by the price or 

quality while others are towards the durable or aesthetics. The major competitive 

dimensions that form the competitive position of a firm include the following. 

1. Cost or price  

Objective:  Make the product or deliver the service cheap.  

There in the every industry, a segment of the market always preferred products or 

services on the basis of low cost. Every firm must strive to be the low-cost 

producer however it does not always guarantee profitability and success. Low cost 

products or services are always remains ahead in those commodities which cannot 

be distinguished by the customers.  Since the portion of market is large so by mass 

production and sale, organizations get benefitted by this economy of scale.  

2.  Quality 

Objective: Make a great product or deliver a great services 

Companies such as BMW seek to attract the those who want higher quality in 

terms of performance, appearance or features than that available in the market 

even though accompanied by a higher price. There are two set of features of 

quality-design quality and process quality. Design quality relates to the design of 

products and services. The products or services are designed for different 

customers need. Overdesigned products and services with toom many 

inappropriate features are viewed as prohibitively expensive.   

Process quality relates directly to the reliability of the product or services. 

Whatever be the products – cheap or expensive, customers want without defects. 

Thus, the goal of process quality is to produce defect free products and services. 

Adherence to the specification or consistent products which ensures products or 

services within the dimensional tolerances is achieved through process quality. 

3. Delivery speed/Reliability  

Objective: Make the product or deliver the service quickly or deliver when promized.  

A firm’s ability to deliver more quickly than its competitors may be critical. Prompt 

response is pre-requisite in some of the businesses. A company that can offer an 

on-site repair service in few hours have a competitive advantage over who offers 

next day only. DHL, FedEx and UPS are the global leaders because of their fast 

delivery speed of parcels. 
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4. Coping with changes in demand 

Objective: Change its volume 

Ability to respond to increase or decrease in volume is important to compete.  
Increased demand enforces to the large scale production which in turn helps to 
reduce the operating cost. But decrease in scale obliges the management to reduce 
the assets or layoff of emplpoyees. The ability to effectively deal with dynamic 
market demand over the long term an essential element of operations strategy.   

5. Flexibility and New products introduction speed 

Objective: Change 

Flexibility refers to the the ability of a company to offer a wide variety of products 

or services to its customers. The most important element of this ability to offer 

different products is the time required for a company to develop a new product 

and to convert its processes to offer the new products. 

6. Other product/service specific criteria 

Objective: Support 

The competitive dimensions often relate to specific products or situations. Often 

special services are provided to augment the sales of manufactured products.  

1. Technical liaison and support : A supplier may be expected to provide 

technical assistance for product development, particularly during the early 

stages of design and manufacturing. 

2. Meeting a launch date: A firm may be required to coordinate with other 

firms on a complex project. In such cases, manufacturing may take place 

while development work is still being completed. Coordinating work 

between firms and working on a project will reduce the total time required 

to complete the project. 

3. Supplier after sale service: An important competitive dimension may be 

the ability of a firm to support its products after the sale. This covers 

availability of spare parts, modification of existing products to new 

performance levels and speed of respose if required. 

4. Other dimensions: This covers other factors such as colors available, size, 

weight, location of the site, customization availability and product mix 

option etc.  
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Corporate strategy 

Corporate strategy is a comprehensive strategy which is formulated integrating 

the Finance, Marketing and Operations functions. It is a complex strategy. It 

focuses on the customer value proposition and increases awareness that internal 

processes, competencies and technologies must be linked to that value 

proposition. The purpose is to foster a cause and effect mentality that encourages 

more innovative approaches to strategy implementation. 

Robert Kaplan and David Norton developed a template to assist in corporate 

strategy. It explains the coverage of corporate strategies in the following 

perspectives: 

The financial perspective 

High level financial objectives are the return on investment, return on capital 

employed, economic value added or some value based metrrics. There are basic 

two strategies for driving financial performances: Growth and productivity.   

The revenue growth strategy focuses on developing new sources of revenue and 

profitability. It has two basic components: 

a. Buid the franchise – developing new sources of revenue from new markets, 

new products or new customers. This requies the greatest amount of chane 

and requires the longest time to execute. 

b.  Increase customer value – Work with current customers to expand their 

relationship with the company. This takes intermediate time duration and 

focuses on processes that integrate the firm’s systems with the customers 

to make processes more efficient. 

 

 The productivity strategy features the efficient execution of operational 

activities.  Productivity strategies focus on cost reduction and efficiency.  It has also 

two components:  

a. Improve the cost structure: Lower the direct costs of prodcts and servicesm 

reduce indirect costs and share common resources with other  business 

units. 

b. Improve asset utilization: By efficient utilization, more careful acquisition or 

disposal of parts of the current and fixed asset base. 

The productivity strategies yield results sooner that the revenue growth strategies.  
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The Customer perspective 

It is the heart of the strategy and defines how growth will be achieved. It is a 

specific strategy to compete for new customers of an increased share of existing 

customer businesses. This is the value proposition how a company differntiate 

itself in the marketplace. The following are the ways to diffentiate: 

a. Product leadership – Companies push their products into the unknown, 
untried and highly desirable territory. Sony and Intel corporation have used 
this strategy. 

b. Customer intimacy – It builds bond with the customers. It knows the 
customers to whom it sells and the products and services it needs. Airtel, 
Standard Chartered bank has executed this type of strategy. 

c. Operational excellence – Operationally excellent firms delivers a combination 
of quality, price and ease of purchase that no one can match. Dell computers, 
McDonald etc. are the examples.   

The internal perspective  

The organization must master to support the customers value proposition. The 

essence of strategy is in the activities – choosing to perform activities differently or 

to perform different activities than rivals. The activities of an organization are 

embeded in the internal business processes that comprese its value chain. 

Operations management is all about the design of effective business processes. 

These strategies align with the three customer value perspectives (product 

leadership, customer intimacy and operational excellence) additing fouth 

regulatory and environmental considerations.  

A product leadership strategy would require a leading-edge innovation process that 

creates new products with best-in-class functionality and brings them to market 

rapidly and catching the customers who are new-movers.  

A customer intimacy strategy requires relationship management and solution 

development. Innovation process would be motivated by the needs of targeted 

customers focusing on new products developmentand service enhancements that 

contribute to better customer solutions.  

A strategy of operational excellence emphasizes cost, qualitym quickness of 

operating processes, excellent  supplier relationships and speed and efficiency of 

supply and distribution processes.  

A strategy of regulatory and environmental excellence is important for social 

acceptance. It should comply with the local legal requirements and should to 

congruent to the enviroment protection and should provide safe and healthy 

working environment to its employees.  
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The learning and growth Perspective 

Employees of an organization are the intangible assets needed to enable activites 

and customers relationships for high level of performance. There are three 

principle categories: 

a. Strategic competencies – are the strategic skills and knowledge required by 
the workforce to support the strategy. 

b. Strategic technologies – are the materials and process technologies, 
information systems, databases, tools and network required to support the 
strategy. 

c. Climate for action – provides the cultural shifts needed to motivate, 
empower and align the workforce behind the strategy. 

Learning and growth strategies are imporatnt for the firm’s long term 

development. It is vital that a firm align human resources, information technology, 

corporate climate and research activities with requirements from the strategic 

business processes and customer differentiation strategies.  

 

Fig: Kaplan and Norton’s corporate strategy template 
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Global Strategy 

Identifying opportunities and threats today requires a global perspective. A global 

strategy may include buying foreign services or parts, combating threats from 

foreign competitors and the planning ways to enter a market beyond traditional 

national boundaries.  Two effective global strategies are strategic alliances and 

locating abroad. 

Strategic alliance is an agreement with another firm that may take 

 Collaborative effort, which often arises when one firm has core competencies 

which it cannot copy. Such arrangements come out in buyer-supplier relations.  

Joint venture is another form of strategic alliance in which two firms agree to 

produce a product or service jointly. 

Technologies licensing is a strategic alliance in which one company licenses its 

service or production methods to another. 

Locating operations in the foreign countries is another way to enter global 

markets. To be successful, economic political situation of the host countries should 

be taken care. Also corporate strategies must recognize customs, preferences, legal 

provisions etc. 

Market analysis 

Customer driven operations strategy becomes successful if it is guided by 

customers wants. A market analysis first divides the firm’s customers into market 

segments and then identifies the needs of each segment. 

Market Segmentation is the process of identifying the group of customers that 

have need and want of the services or products offered. To identify the market 

segments, it is required to determine the characteristics that clearly differentiate 

each segment. The company then can develop a sound marketing program and an 

effective operating strategy to support it. e.g. Shrestha tailoring focuses to the 

upper middle class customers while Bhrikuti mandap focuses to the lower and 

lower middle class customers.  

Needs assessment is the second step of market analysis which identifies the needs 

of each segment and assesses how well the competitors are addressing those 

needs. Each market needs can be related to the service or product and its value 

chain. Market needs should include both the tangible and intangible attributes and 

features of products and services that a customer desires. Market needs may be 
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grouped as follows: 

 Service or products needs: Attributes of service or products such as price, 

quality and degree of customization. 

 Delivery system needs: Attributes if the processes and the supporting 

systems and resources needed to deliver the service or product such as 

availability, convenience, courtesy, safety, accuracy, reliability, delivery 

speed and delivery dependability. 

 Volume needs: covers high or low volume, degree of variability in volume 

and degree of predictability in volume. 

 Other needs: This includes reputation and number of years in business, 

after sale technical services and competent legal services. 

 

Once the assessment is made, the firm can incorporate the needs of customers into 

the design of the service or product and the supply chain that must deliver it.   

Competitive priority and capabilities 

A customer-driven operations strategy requires a cross functional effort by all the 
areas of a firm. Firms are to understand the needs of the external customers and to 
specify the operating capabilities required to outperform competitors. Firm’s 
strategy also addresses the performance of its core and supporting processes, 
which must be coordinated to provide the overall desirable outcome for the 
external customers. 

Competitive priorities are the critical operational dimension which a process or 
the supply chain must possess to satisfy internal customers or current and 
potential external customers. These priorities must be present to maintain or build 
market share or to allow other internal processes to be successful. Only selected 
most important and critical priorities are selected by the management. The 
following are some of the competitive priorities: 

 

1. Low cost operations: Delivering a service or a product at lowest possible 
cost to the satisfaction of external or internal customers of the process or 
supply chain. 

2. Top quality: Delivering an outstanding service or product. 
3. Consistent quality: Producing services or products that meet design 

specification (set based on the customers need) on a consistent basis. 
4. Delivery speed: Quickly filing a customer’s orders be decreasing lead time, 

keeping backup capacity cushions, storing inventory and using premier 
transportation options. 
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5. On-time delivery: Meeting delivery time promises to increase the 
percentage of customers orders shipped when promised. 

6. Development speed: Quickly introducing a new products or a new service. 
7. Customization: Satisfying the unique needs of the customers by changing 

the service or product design. 
8. Variety: Handling wide assortment of services or products efficiently. 
9. Volume flexibility: Accelerating or decelerating the rate of production of 

services or products quickly to handle large fluctuation in demand.   
 

Competitive capabilities are the cost, quality and time and flexibility dimensions 
that a process or a supply chain possesses and is able to deliver. When the 
capabilities falls short of priority attached to it, management must find ways to 
close the gap or revise the priority through corrective actions taken.    

 

 

EXERCISE – 2 

1.  What do you mean by operation strategy? Describe implication across the 

organization. 

2.  Why corporate strategy should be associated with operation management? 

Explain its importance. 

3.  What are the customers driven operation strategies? Describe it.  

4.  Why market analysis is important for developing the operational strategy? 

5.  Discuss the different trends can observed in operation management. 

6.  List out some competitive priorities of operational strategy. 

7.  Describe the condition of global threats regarding the operational strategy in 

the context of Nepal. 

 

   


