Operations

The effectiveness of the Operations function can be determined using indicators - performance objectives. Performance objectives will determine if the strategic role of Operations —i.e. a competitive advantage
is being achieved.

sTEP 1 INFLUENCES

sTEP 2 PROCESSES

sTEP3 INDICATORS -

STEP 4 STRATEGIC ROLE

PERFORMANCE OBJECTIVES

Factors inside and outside the business that shape Input = Transformation - Output — how The indicators used to judge how well Achieving the objectives builds competitive
decisions the work gets done operations performs advantage through:
* Globalisation ¢ Inputs — transformed resources * Quality * Cost leadership — lowest cost
e Technology (materials, information, customers); * Speed producer in the industry
« Quality expectations transforming resources (human « Dependability » Good/service differentiation —
+ Cost-based competition SIS, s * Flexibility offering something competitors do
+ Government policies ¢ Transformation — influence of volume, W GUStomisation not
« Legal regulation variety, variation in demand, visibility « Cost
¢ Environmental sustainability ‘ Seq“e“df“? el N SEliia)
. - . charts, critical path analysis

* Corporate social responsibility — legal compliance vs .

N [ ¢ Technology, task design & process

layout
> » Monitoring, control & improvement . >
¢ Outputs — customer service, warranties

What management chooses to do in response
* New product/service — design and development
¢ Supply chain management — logistics, e-commerce,

global sourcing
¢ Outsourcing — advantages and disadvantages
* Technology — leading edge, established
* Inventory management — LIFO, FIFO, JIT
* Quality management — control, assurance,

improvement
* Overcoming resistance to change — costs, new

equipment, redundancy, retraining, layout, inertia
* Global factors — global sourcing, economies of scale,

scanning & learning, R&D

EXAMPLE INFLUENCE STRATEGY PROCES.S i OBJECTIVE S ROLE
CHAIN cost-based competition JIT inventory management || fewer |n.puts held, tighter | 2 !ower cost .(but dependability risk  » supports cost leadership.
scheduling if supply fails)

LU [ Marketing Sets what customers want (quality, variety)
FUNCTIONS : P T

Finance Funds equipment, technology and inventory.

Human resources Supplies skilled, trained staff as a

transforming resource.



Marketing

The effectiveness of the Marketing function can be determined using indicators — market objectives. Market objectives will determine if the strategic role of Marketing —i.e. increased sales revenue is being

achieved.

sTEP 1 INFLUENCES

sTEP 2 PROCESSES

SsTEP 3 INDICATORS:

STEP4 STRATEGIC ROLE

Factors inside and outside the business that shape decisions

* Factors influencing customer choice — psychological,
sociocultural, economic, government

¢ Consumer laws — deceptive and misleading
advertising, price discrimination, implied conditions,
warranties

¢ Ethical — truth, accuracy and good taste in
advertising; products that may damage health; fair
competition; sugging

STEP 1 STRATEGIES ‘

What management chooses to do in response

* Segmentation, differentiation — and positioning

* Products — goods/services, branding, packaging

¢ Price — cost, market, competition-based; skimming,
penetration, loss leaders, price points; price—quality
interaction

¢ Promotion — advertising, personal selling &
relationship marketing, sales promotions, publicity &
PR; opinion leaders, word of mouth

» Place/distribution — channels; intensive, selective,
exclusive; transport, warehousing, inventory

* People, processes & physical evidence

* E-marketing

* Global marketing — global branding, standardisation,
customisation, global pricing, competitive positioning

The marketing plan — how the work gets done

* Situational analysis — SWOT, product life
cycle

¢ Market research

¢ Establishing market objectives

¢ Identifying target markets

¢ Developing marketing strategies

¢ Implementation, monitoring &
controlling — financial forecast; compare
actual vs planned results; revise the
marketing strategy

MARKET OBJECTIVES

Set in the marketing process; judged

by comparing actual vs planned

results. Common examples (not listed

in the syllabus):

* Increase market share

¢ Increase sales / revenue

¢ Expand product range

* Improve brand awareness and
image

* Improve customer satisfaction
and loyalty

Meeting market objectives fulfils the role of

marketing:

* Achieving market objectives, in other
words, to obtain an increased sales
revenue.

INFLUENCE
economic downturn lowers | 4

EXAMPLE

CHAIN

customer spending

LINKS TO OTHER
FUNCTIONS

Operations Produces the goods/services being marketed.

STRATEGY PROCESS
penetration pricing + sales
promotion revise strategy

Finance Funds the marketing budget and forecasts.

OBIJECTIVE
grow market share

> § monitor actual vs planned sales,

service and sell.

ROLE
> To achieve an increased sales
revenue

Human resources Provides the people who deliver the




The effectiveness of the Finance function can be determined using indicators -financial ratios. Financial Ratios will determine if the strategic role of Finance —i.e. financial objectives are being achieved.

sTEP1 INFLUENCES

sTEP 2 PROCESSES

sTEP 3 INDICATORS -
RATIOS

sTEP4 STRATEGIC ROLE

Factors inside and outside the business that shape decisions

* Internal sources of finance — retained profits

¢ External — debt — short-term (overdraft, commercial
bills, factoring); long-term (mortgage, debentures,
unsecured notes, leasing)

¢ External — equity — ordinary shares (new issues,
rights issues, placements, share purchase plans),
private equity

¢ Financial institutions

* Government — ASIC, company taxation

¢ Global market — economic outlook, availability of
funds, interest rates

STEP 1 STRATEGIES ‘

What management chooses to do in response

¢ Cash flow management — cash flow statements,
distribution of payments, discounts for early
payment, factoring

¢ Working capital management — control of current
assets & current liabilities; leasing, sale and lease
back

¢ Profitability management — cost controls
(fixed/variable, cost centres, expense minimisation);
revenue controls

¢ Global financial management — exchange rates,
interest rates, methods of international payment,
hedging, derivatives

Plan - Finance - Monitor & control — how

the work gets done

* Planning & implementing — financial
needs, budgets, record systems,
financial risks, financial controls

* Debt and equity financing

* Matching terms and source of finance to
purpose

* Monitoring & controlling — cash flow
statement, income statement, balance
sheet

 Financial ratios & comparative ratio

> analysis

» Limitations of financial reports; ethical
issues

Short-term and long-term; measured
using financial ratios

* Gross profit ratio

* Net profit ratio

* Return on equity ratio

* Expense ratio

* Account receivable turnover

ratio
e Current ratio
» Debt to equity ratio (gearing)

Achieving the financial objectives fulfils:
 Profitability — gross profit, net profit,
return on equity ratios
e Growth —increase in size over time

» Efficiency — expense ratio, accounts
receivable turnover

¢ Liquidity — current ratio
* Solvency — debt to equity (gearing)
ratio

EXAMPLE

INFLUENCE
CHAIN rising interest rates

LINKS TO OTHER Operations Needs fi f i tandi t
FUNCTIONS P eedas finance ror equipment ana inventory.

PROCESS
STRATEGY

sale and lease back of property

| cash inflow recorded; balance >
sheet changes

Marketing Drives revenue and needs a budget.

OBJECTIVE

improved current ratio

ROLE
Improved liquidity

Human resources Wages and training are major costs to
control.




Human Resources

The effectiveness of the HR function can be determined using indicators - KPI. Financial Ratios will determine if the strategic role of Finance —i.e. financial objectives are being achieved.

sTEP1 INFLUENCES sTEP 2 PROCESSES sTEP 4 STRATEGIC ROLE

Factors inside and outside the business that shape decisions The HR cycle — how the work gets done How the business knows HR Effective HR management fulfils:
» Stakeholders — employers, employees, employer  Acquisition — getting the right staff management is working  Improved workplace/worker
associations, unions, government organisations, » Development — building skills » Corporate culture productivity.
society * Maintenance — keeping and motivating ° Benchmarking key variables
¢ Legal — employment contract (common law, staff e Changes in staff turnover
minimum standards, minimum wages, awards, * Separation — managing staff leaving * Absenteeism

enterprise agreements); WHS & workers
compensation; anti-discrimination & EEO
e Economic
¢ Technological
* Social — changing work patterns, living standards
¢ Ethics and corporate social responsibility

ST > > >

What management chooses to do in response

* Accidents
* Levels of disputation
* Worker satisfaction

¢ Leadership style

¢ Job design — general or specific tasks

¢ Recruitment — internal or external; general or specific
skills

¢ Training & development — current or future skills

¢ Performance management — developmental or
administrative

* Rewards — monetary/non-monetary;
individual/group; performance pay

¢ Global — costs, skills, supply

* Workplace disputes — resolution — negotiation,
mediation, grievance procedures, courts and
tribunals

STRATEGY INDICATOR ROLE
EXAMPLE INFLUENCE .. . PROCESS . . .
. ) p- || training for future skills + . I lower staff turnover, higher b || HR contributes to business
CHAIN skills shortage in the economy development and maintenance . .
performance pay worker satisfaction performance.

LINKS TO OTHER . . . . . . . . . -
FUNCTIONS Operations Relies on skilled staff to transform inputs. Marketing Relies on staff for service and selling. Finance Sets the budget for wages, rewards and training.



