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Operations Management



What is Operations Management?

•“Operations management is the activity of managing the 
resources which are devoted to the production and delivery 
of products and services.” (Slack et al, 2013)



Key Operations Management Activities 1

•Understanding the needs of customers

•Using information about customers to make better 
decisions

•Exploiting technology to improve productivity

•Building quality into goods, services and processes to 
improve business performance



Key Operations Management Activities 2

•Ensuring material flows are coordinated from supplier to 
customer

•Creating a high-performance workplace through 
developing and motivating staff

•Continually learning from co-workers, competitors, 
customers, etc.



•The operations function is one of the three core functions of 
any organization.

•There are the support functions which enable the core 
functions to operate effectively:
• the accounting and finance function, 
• the technical function, 
• the human resources function,
• the information systems function

Laudon and Laudon (2013)



•Operations function as comprising all the activities necessary 
for the day-to-day fulfilment of customer requests.
Example: Order Fulfilment Process

Laudon and Laudon (2013)



Input-Transformation-Output Model

Source: Slack  et al (2011)

All operations create and deliver 
services and products by changing 
inputs into outputs using
an ‘input–transformation–output’ 
process



Operations described in terms of their processes

Source: Slack  et al (2011)



Input-Transformation-Output Model- IKEA



Group Activity: Using Breakout Rooms

1. Summarize the Input-Process-Output model for Atokowa:
- What are the inputs? 
- What processes take place in the store? 
- What are the outputs? 

2. What is the role of the customer in the process whilst in the 
store?



INPUTS PROCESSES OUTPUTS
Transformed Resources:

Transforming Resources:

Input-Transformation-Output Model- Atokowa



Porter’s Value Chain Analysis



Value Chain Model Basics

•It highlights specific activities in the business where 
competitive strategies can best be applied 

•Therefore, it can be used to identify where information 
systems are most likely to have a strategic impact.

•The value chain model views the firm as a series or chain of 
basic activities that: 
• add a margin of value to a firm’s products or services for its 

customers



So What is Value?

•Today’s customers demand:
• High quality products
• Quick response times
• Excellent service
• Low prices

•Combined – these result in VALUE being created



Value Defined 

•Value is a perception by customers – for a good, service or 
combination of both (customer benefit package) in relation 
to what buyers are willing to pay for them

•Customers make decisions to buy based on perceived benefit 
against price

•Customer Value = perceived benefit / price



How to add a margin of Value?

•To increase value, an organisation must do one or more of 
the following:

• Increase benefits without increasing price
• Increase perceived benefits whilst reducing price
• Decrease price without decreasing perceived benefits

• Margin= Value Created– Cost of Creating that Value



Implication of IS

•For each element in the value chain it may be possible to use 
IS to increase the efficiency of resource usage in that area. 

•In addition, IS may be used between value chain activities to 
increase organizational efficiency.



Value Chain Model



Primary Activities
• Inbound logistics

• Receiving raw materials and/or partly finished goods; storing them; and 
transferring them to the manufacturing section

•Operations
• Producing finished goods from raw materials and/or partly finished 

goods
•Outbound logistics

• Storing finished goods and then distributing them to customers
•Marketing and sales

• Promoting the firm’s products; soliciting orders from prospective 
customers

•After-sales service
• Maintaining the value of the product to the customer after it has been 

delivered



Support Activities

•Firm infrastructure
• General management; accounting and finance; legal department; health 

and safety; etc.
•Human Resource Management

• Recruiting; training and developing; appraising; career planning; etc.
•Technology development

• Research and development, relating to both products and processes
•Procurement

• Acquiring the goods and services that the firm needs in order to operate 
effectively; applicable to both primary and support activities



Value Chain Model 



Example-Information Systems in Value Chain Activities

Laudon and Laudon (2013)



Steps to Value Chain Analysis for a Firm

•Step 1 – Identify sub-activities for each primary activity
•Step 2 – Identify sub-activities for each support activity
•Step 3 – Identify links between all value activities identified
•Step 4 – Look for problems to resolve and opportunities to 
increase value

•Step 5 – Identify Information Systems that can be used to 
increase value



•Task- Apply the Value Chain to Hotel Plaza Nouveau

• Analyze Hotel Plaza Nouveau using the value chain, show any 
problems and how they can improve processes and use of 
information systems

• Download the Value Chain Template and identify:
• What processes take place at Plaza Nouveau? 
• Indicate any problems/issues within their value chain
• Indicate how they might improve their value chain?  
• Consider processes and information systems
• You need to consider the different parts of the Hotel – reception; restaurant; etc.  

• It is best to start with the primary activities first
• Follow the steps to Value Chain Analysis

http://samuellearning.org/som/Value%20Chain%20Template.docx


Example of Complete VCA for Hotel Plaza

• When 
completing, use 
colours to 
differentiate your 
points:

• Black- list
activities

• Red- identify 
Issues

• Green- make
recommendations



Business Process Mapping



What is Business Process Management (B P M )?

• Technology alone is often not enough to improve business
• Organizational changes often necessary

• Minor changes in work habits
• Redesigning entire business processes

• Aims to continuously improve processes
• Uses variety of tools and methodologies to

• Understand existing processes
• Design and optimize new processes



Steps in B P M

1. Identify processes for change
2. Analyze existing processes
3. Design new process
4. Implement new process
5. Continuous measurement



Current Business Process for Purchasing a Book 
from a Physical Bookstore

Laudon and Laudon (2013)



Redesigned Process for Purchasing a Book 
Online

Laudon and Laudon (2013)



Delay (a wait, e.g. for 
materials)

Operation (an activity 
that directly adds value)

Inspection (a check of 
some sort)

Transport (a movement 
of something)

Storage (deliberate storage, 
as opposed to a delay)

Process mapping symbols 
derived from ‘Scientific 

Management’

Decision (exercising 
discretion)

Process mapping symbols 
derived from Systems Analysis

Direction of flow

Input or Output from the 
process

Activity

Beginning or end of 
process

Process mapping symbols



Example of Check-In Process at Hotel Plaza



Consider Atokowa Transaction Business Process

• What are the 
activities/processes?

• What are the
decision?

• Make a list before 
you start drawing
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