Chapter 2 – Operations Strategy in a Global Economy

   ** Global Business Conditions

               Business Strategies – US,

                                                  European, and

                                                  Japanese corporations

   Operations Strategy

             **  Competitive Priorities

                    Positioning Strategies

* From efficiency-driven strategy to value seeking

 p. 28,

Efficiency?

Responsiveness / Flexibility ?

* Operational Effectiveness

1900s – 1970s

    US: mass markets, standard product designs, high 

           volume production

Late 1970s, 1980s 

    Japan: quality, reliability, flexibility, and low cost

     *1983, T. Levit, The Globalization of Markets, HBR

     *2006, T. Friedman,  The World Is Flat: A Brief History of the Twenty- 

               first Century

**Sustainable Competitive Advantage:

                 V    =  (  Q + F + S  )  /  C, and

                  Continuous Improvement (Kaisen)

Factors Affecting Today’s Global Business Conditions ( pp. 29 – 43)

Global Competition

Quality, Service and Cost Challenges

Advanced Technology 

Continued Growth of the US Service Sector

Scarcity of Operations Resources

Social Responsibilities Issues

Global Competition ( pp. 29-35)

   Foreign companies --- US market,

   Internationalization of US companies

   Large US MNCs       

   Stateless Corporation ? (Daimler-Chrysler?)

   Strategic Alliances ( p.32 )

 **  Underlying motives of international collaboration –

       Technology

       Market

       Capacity

       Capital

        Sourcing

        Joint Ventures

        Strategic alliances

        Virtual Corporations

         Network Alliances
 *  80s – Joint ventures, strategic alliances…

   90s, especially from  late 90s till now – mergers, acquisitions?

   Keiretsu (p.32)

   Production Sharing (Peter  Drucker, p. 32)

   International Financial Conditions

         Fluctuating exchange rates

         Impacts on prices and POM decisions.

             US$ and Japanese Yen:  70s - $1 to 360 Yen,

                                                       95 -   $1 to 85 Yen,

                                                      now?

   p. 35, Quality, Service and Cost Challenges

             TQM

             Corporate Culture

             Continuous Improvement (Kaizen)

             Speed and Flexibility

             Re-structuring: more horizontal organizations

             Greater subsidiary autonomy

             Better exchange of information and 

                        Worldwide learning

             Cost cutting – lean production

                                    offshore manufacturing

                                    lower labor rates (union?)

                                    automation

                                    reduce benefits

   Advanced Technologies (p.37)

          *CAD/CAM, CIM, FMS

           Automation

           Integrated Enterprise Resource planning

                (ERP) software systems

   Social Responsibility Issues

      “what is legally right” vs. “what is right”

* 3 driving forces:

       Consumer attitude

       Government regulations – EPA, OSHA

       Self-interests (p. 39 )

1. Environmental Impact 

         ( ISO 14000 website, http://www.iso.ch)

2. Employee Impact: ethics, fair hiring, day care, health care and other benefits.

(** discussion question: what standards to follow? Remember, this has a profound impact on POM decisions.)

Operations Strategy
Corporate Mission (p.43)

          The kind of business, customers, basic beliefs 

          and goals

Business Strategy (p.43)

         * SWOT analysis

Operations Strategy (p.44, figure. 2.1)

     *How to “operationalize” the mission strategy?

     (Example: Komatsu)

Competitive Priorities (p.45, table 267)

   *Determining factors of the positioning strategies

1. Nature of product (standardized or custom)

2. Market Demand (FG inventory policy)

   **Positioning Strategies in Manufacturing (pp. 46-47)

1. product-focused, produce-to-stock

2. product-focused, produce-to-order

3. process-focused, produce-to-stock

4. process-focused, produce-to-order

   Positioning Strategies and PLC  (p.53, figure 2.3)

   Services and Manufactured products    (p.50, table 2.7) 

   Positioning Strategies and Example    (p.54, table 2.8)

   *Competitiveness of US Manufacturers 

    *Survey Results:        Competitive priorities of US, Japan, 

                                              and  European CEOs                            

