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Operations Finance/ accounting Marketing
Ground support equipment Accounting Traffic administration
Maintenance Accounts payable Reservations
Ground operations Accounts receivable Schedules

Flight operations General ledger Tariffs (pricing)

Catering Finance Sales
Flight operations Cash control Advertising

Crew scheduling International

Flying exchange

Communications

Dispatching
Management science

Manufacturing

f | |
Finance/ accounting Marketing
Disbursements/ credits Sales promotion
Accounts receivable Advertising
Accounts payable Sales
General ledger Market research
Funds management
Money market

Operations
Facilities
Construction; maintenance
Production and inventory control
Scheduling; materials control
Quality assurance and control
Supply-chain management

Manufgcturing o International exchange
Tooling; fabrication; assembly Capital requirements
Design Stock issue

Product development and design
Detailed product specifications
Industrial engineering
Efficient use of machines, space,
and personnel
Process analysis
Development and installation of
production tools and equipment

Bond issue and recall
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Marketing  Finance Production
option (a) option (b) option (¢)
Current Increase Reduce Reduce
Sales 50% Finance production
costs 50% costs 20%
Sales $100,000 $150,000 $100,000 $100,000
Cost of goods -80,000 -120,000 -80,000 -64,000
Cross margin 20,000 30,000 20,000 36,000
Finance cost -6,000 -6,000 -3,000 -6,000
14,000 24,000 17,000 30,000
Taxes at 25%  -3,500 -6,000 -4,250 -7,000

Contribution(d) $ 10,500 $ 18,000 $ 12,750 $ 22,500

a- Increasing sales 50% increases contribution by $ 75,000, or
71.0% ((18000-10500)/10500)

b- Reducing finance cost 50% increases contribution by $ 2,250 or
21.0% ((12750-10500)/10500).

c- Reducing production costs 20% increases contribution by $ 12,000 or
114.0% ((22500-10500)/10500).

d- Contribution to fixed cost (excluding finance cost and profit
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Ten Decision Areas Issues

Service and product What product or service should we offer?

Design How should we design these products and
services?

Quality management Who is responsible for quality?

How do we define the quality we want in our
service or product?

Process and capacity What process will these products require and
design in what order?

What equipment and technology is necessary
for these processes?

Location Where should we put the facility?
On what criteria should we base the location
decision?
Layout design How should we arrange the facility?
How large must the facility be to meet our
plan?
Human resources and job | How do we provide a reasonable work
design environment?
How much can we expect our employees to
produce?
Supply- chain Should we make or buy this component?
management Who are our suppliers and who can integrate
into our e-commerce program?
Inventory, material How much inventory of each item should we
requirements planning, have?

and JIT(“just- in — time”) | When do we reorder?

Intermediate, short — term, | Is subcontracting production a good idea?

and project scheduling Are we better off keeping people on the
payroll during slowdowns?
Maintenance Who is responsible for maintenance?
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Future

Past ‘ Causes

H

Local or national wssssp Low — cost, reliable Global focus
focus Worldwide Communication and

Transportation networks

Batch (large) ; Cost of capital puts Just — in — time shipments

) . ——)

Shipments pressure on reducing
Investment in inventory

Low — bid purchasing Quality emphasis Supply — chain partners,

— requires that suppliers — Enterprise Resource planning,

be engaged in product improvement. € — commerce

Lengthy product — Sho.rtf.:r life cycles, internet, — Rapid product development,

Development rapid international alliances

collaboration, Computer-aided design,
And International collaboration

Standardized ~ =  Affluence and worldwide — —fpy
products markets; Increasingly flexible Mass customization
production processes.

Job mmmp  Changing socioculture — Empowered employees, teams,
specialization milieu; increasingly and lean production
a knowledge and information society.

T o T Wigy g 4bds™ 55 Oldos o pto Sladller V-1 S
up
(Operations in Service Sectors) Shas b w0 Oldes
Ca 5 0T (gl 0 0T Cgs g 05 Calises (ol (glyls (Service Sectors) Sledst zdw
(33 LS T (6,8 LT jbs i 51 Sladst e (sLa iy Sl 03,5 611 28
oo e Sl (sl 3T ¢ Il Solockst ¢ 5 s sl cOlays 5 Coblig ¢ Sy 5 isseT

.@\Jﬁij

'_ US Bureau of Labour statistics



WWW.20FILE.ORG

Oloas 9 Y™ g ST

Sladst ol 0s HU g Jram BB ool 4 5 48ls e L5 SS 55 Conle Y game YIS
V¥ g s Slads 5 YUS (Nt |l 0s U1 5 o b6 8 5 o gokel Y sana
ROW PRPRINEY

Sloos § LY -y SMS1 1T Jous

Attributes of Goods Attributes of Services
(Tangible product) (Intangible product)
Product can be resold. Reselling a service is unusual.
Product can be inventoried. Many services cannot be inventoried.
Some aspects of quality are measurable. Many aspects of quality are difficult to measure.
Selling is distinct from production Selling is often a part of the service.
Product is transportable. Provider, not product, is often transportable.
Site of facility is important for cost. Site of facility is important for customer contact.
Often easy to automate. Service is often difficult to automate.
Revenue is generated primarily from Revenue is generated primarily from
The tangible product. the intangible services.
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Services as %% of GDP
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' Bureau of Labour Statistics, U. S. Department of Labour (1999).

>~ H. Stein and M. Foss, The New Iffustrated Guide to the American Economy, Wachington DC:
the AIE press, 1995.



