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            Chapter 02 - Competitiveness, Strategy, and Productivity CHAPTER 02 COMPETITIVENESS, STRATEGY, AND PRODUCTIVITY Teaching Notes The topics covered in this chapter can be used to help get your course in OM off to an interesting start. Most of your students are aware that U.S. firms are having a difficult time competing with foreign firms in both the domestic and international markets. Many of them have grown up using products produced by foreign firms on an everyday basis and they have developed a great deal of respect for the quality of their products. Students are probably as familiar with names like Minolta, Honda, Toyota, Sony, BP Oil, Nestlé & BIC as they are with Ford, GM, GE, IBM, Texaco, Hershey, and Parker. I think students will relate to the fact that companies must be productive to be competitive and that to be competitive they must have some well thought out approach, plan, or strategy on how to achieve this position. In other words, students will be able to understand why it is important to learn what productivity really is, how we measure it, what factors affect it, and how firms can improve their productivity. Students will become aware that business firms compete with each other in a variety of ways and will study the key competitive factors, which are of primary concern in today’s global business environment. Finally, the students will focus on operations strategy with special attention being given to some of the newer strategies based on quality, time, and lean production systems. Reading: Why Productivity Matters 2-1 Copyright © 2015 McGraw-Hill Education. All rights reserved. No reproduction or distribution without the prior written consent of McGraw-Hill Education. 
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                            Chapter 02 - Competitiveness, Strategy, and ProductivityCHAPTER
02COMPETITIVENESS, STRATEGY, AND PRODUCTIVITYTeaching NotesThe
topics covered in this chapter can be used to help get your course
in OM off to an interesting start Most of your students are a!are
that "S firms are having a difficult time competing !ith foreign
firms in both the domestic and international mar#ets Many of them
have gro!n up using products produced by foreign firms on an
everyday basis and they have developed a great deal of respect for
the $uality of their products Students are probably as familiar
!ith names li#e Minolta, %onda, Toyota, Sony, &P Oil, 'estl()
&*C as they are !ith +ord, ,M, ,-, *&M, Te.aco, %ershey,
and Par#er* thin# students !ill relate to the fact that companies
must be productive to be competitive and that to be competitive
they must have some !ell thought out approach, plan, or strategy on
ho! to achieve this position *n other !ords, students !ill be able
to understand !hy it is important to learn !hat productivityreally
is, ho! !e measure it, !hat factors affect it, and ho! firms can
improve their productivity Students !ill become a!are that business
firms compete !ith each other in a variety of !ays and !ill study
the #ey competitive factors, !hich are of primary concern in
today/s global business environment +inally, the students !ill
focus on operations strategy !ith special attention being given to
some of the ne!er strategies based on $uality, time, and lean
production systemsReaing! "h# P$o%cti&it# Matte$s0 %igher
productivity relative to competitors is very important for a nation
because it provides the nation !ith a competitive advantage in the
mar#etplace Productivity increases add value to the economy !hile
controlling inflation *n addition, higher productivity provides the
basis for a sustainable long-term gro!th in the economy *t allo!s
companies to undercut competitors/ pricesto improve their mar#et
share or to reali1e higher profit margin at the same price level
2elative higher productivity also ma#es it more difficult for
foreign companies to compete2 *n general, service 3obs have lo!er
productivity than their manufacturing counterparts do
becauseservice productivity is very difficult to measure and,
conse$uently, difficult to improve *n many cases, service 3obs
include intellectual activities and a high degree of variability,
!hich ma#es productivity improvements difficult to achieve
Manufacturing 3obs, on the other hand, lend themselves to
productivity improvements mainly because they are able to utili1e
computer-based technology such as robotics to increase !or#er
productivity 4 %igher productivity allo!s companies to undercut
competitors/ prices to improve their mar#et share, or to reali1e
higher profit margin at the same price level 2elative higher
productivity also ma#es it more difficult for foreign companies to
enter a ne! mar#et because it is difficult for them to compete
against companies that have relatively higher
productivity2-0Copyright 5 2006 Mc,ra!-%ill -ducation 7ll rights
reserved 'o reproduction or distribution !ithout the prior !ritten
consent of Mc,ra!-%ill-ducationChapter 02 - Competitiveness,
Strategy, and ProductivityReaing! D%tch To'ato G$o(e$s
P$o%cti&it# A&antage0The factors that enable 8utch tomato
gro!ers to achieve much higher productivity than *talian and ,ree#
gro!ers include the follo!ing9Computeri1ed, climate controlled
greenhouses and soil spun from basalt and chal# that allo!
forprecise control of humidity and nutrition and enable gro!ers to
produce their crops year round2The 8utch gro!ers/ supply chain is
an important factor because a 8utch trading company !or#sclosely
!ith supermar#et chains in -urope so that farmers are able to sell
their output in highvolume, !hich enables 8utch farmers to match
supply and demand closely Ans(e$s to Disc%ssion an Re&ie(
)%estions0 They !ould be helpful in the sense that they !ould give
"S manufacturers time to step up the use of industrial robots and
other measures, !hich !ould ma#e them better able to compete in
domestic and !orld mar#ets The higher profits possible from reduced
competition or higher prices on foreign cars could be used for
research and development costs Possible pitfalls include higher
prices and less choice, !hich "S consumers !ould have to endure,
and the possibility that "S companies !ould not use this as an
opportunity to improve, but merely as a crutch +rom the :apanese
standpoint, they !ould be penali1ed for doing !hat many !ould see
as a good3ob2 &usiness organi1ations compete !ith one another
in a variety of !ays ;ey among these !ays areprice, $uality,
product differentiation, fle.ibility, and delivery time4
Characteristics such as price, $uality, delivery speed, delivery
reliability all can be order $ualifiersor order !inners *t is
important to determine the set of order $ualifier and order !inner
characteristics so that companies can emphasi1e or de-emphasi1e a
given characteristic based on its classification of importance
Mar#eting must play a ma3or role in determining order $ualifiers
and order !inners *n classifying order !inners and order
$ualifiers, mar#eting and operations must !or# together to match
the mar#et needs !ith the operational capability of the firm<
One store that many of us shop at is =al-Mart *n the last decade,
=al-Mart has been gro!ing steadily and gaining mar#et share There
are numerous reasons !hy =al-Mart has been successful in a very
competitive mar#et =al-Mart/s ability to provide a very !ide
variety of goods !ith reasonable prices gives the company a
competitive edge 7nother reason involves the firm/s ability to
integrate various aspects of its operations !ith suppliers *n other
!ords, successful supply chain management provides =al-Mart !ith
another competitive advantageMany of us travel around the country
and the !orld and stay at various hotels>motels One of the hotel
chains that has been successful is Super ? The company is able to
compete successfully because it is able to offer a safe, clean
overnight stay at very reasonable prices in small mar#ets The
specific tactics follo!ed by the company are consistent !ith the
basic niche that the companyhas carved out for itself2-2Copyright 5
2006 Mc,ra!-%ill -ducation 7ll rights reserved 'o reproduction or
distribution !ithout the prior !ritten consent of
Mc,ra!-%ill-ducationChapter 02 - Competitiveness, Strategy, and
Productivity6 The balanced scorecard is a top-do!n management
system that helps managers focus attention onstrategic issues
related to finance, internal processes, customers, and learning and
gro!th@ Strategy is the basic approach used by an organi1ation to
achieve its goal Tactics are the methodsand actions that are ta#en
to accomplish strategies and carry out operations2-4Copyright 5
2006 Mc,ra!-%ill -ducation 7ll rights reserved 'o reproduction or
distribution !ithout the prior !ritten consent of
Mc,ra!-%ill-ducationChapter 02 - Competitiveness, Strategy, and
ProductivityA Organi1ation strategy provides the overall direction
for the organi1ation and is broad in scope, eg, lo! cost,
scale-based strategies, speciali1ation, ne!ness, fle.ible
operations, high $uality, service, or sustainability Operations
strategy is narro!er in scope, dealing primarily !ith the
operations aspect of the organi1ation Operations strategy must be
consistent !ith organi1ation strategy and deals !ith products,
processes, methods, operating resources, $uality, costs, lead
times, and scheduling? Time-based strategies are approaches that
focus on reducing the time needed to conduct the various activities
in a process The rationale is that by reducing time, costs are
generally lo!er, productivity is higher, $uality tends to be
higher, product innovations appear on the mar#et earlier, and
customer service is improved -.amples of time-based strategies
include reductions in any three of the follo!ing9 planning time,
product>service design time, processing time, changeover time,
delivery time, or response time for complaintsB a Productivity is
the ratio of output to inputb Productivity measures are used to
3udge the effective use of resources by countries, companies, and
units !ithin companiesc %igh productivity rates relative to
competitors can mean competitive advantages for companies +or
countries, high productivity rates can reduce the ris# of inflation
and generatehigh standards of living for the country as a !holed
Operationse -fficiency relates to a fi.ed set of tools or
conditions Productivity is !ider in scope -fficiency can be
improved by better use of e.isting labor and e$uipment Productivity
can be improved by changing !or# methods, but also by changing
e$uipment or conditions The e.ample of cutting grass !ith a pair of
scissors is a good one9 7n efficiency approach !ould focus on the
best !ay to use the scissorsC a productivity approach !ould focus
on use of a la!n mo!er 'ote9 "se of a mo!er, !hile more productive
than the use of scissors, still may have room for improvement in
its efficiency00 +actors affecting productivity include the
follo!ing9 Methods, capital, $uality, technology, and
management=ays productivity can be improved include the follo!ing9
"sing productivity measures for all operationsC eliminating
bottlenec#sC soliciting ideas from !or#ersC forming !or# teamsC
studying other firmsC ree.amining !or# methodsC establishing
reasonable goals for improvementC obtaining support from
managementC measuring, re!arding, and publici1ing improvementsC and
finally, not confusing productivity !ith efficiency because
productivity is a much broader conceptthan efficiency is00 The
:apanese !or#er is probably !or#ing smarter, if not harder, than "S
!or#ers are &y !or#ing smarter, !e mean the :apanese are using
more productive !or# methods than 7merican !or#ers are One !ay that
the :apanese accomplish this is by using time-based strategies that
focus on reducing the time needed to accomplish various tas#s Some
of the areas in !hich their organi1ations benefit from time
reduction are planning time, design time, processing time,
changeover time, delivery time, and response time for
complaints2-
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