

[image: Business-Management-1&2-4-Edition-v1]

Chapter 1 Role of operations management

Activity 1.1 Comprehension
1 Identify TWO alternative terms that can be used instead of ‘transformation’.
																																																																		

2 Explain how a business can use operations to achieve a competitive advantage.
																																																																		

Examine the advertisement for the operations manager below to answer questions 3 and 4.
[image: ../../../../../../../../../../../Users/bxjones/Desktop/Pages%]



3 [bookmark: _GoBack]Identify skills that the operations manager will need for this position. Explain why these skills are needed.
																																																																		

4 Describe an example of the strategic decision-making that the job requires.
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Cost leadership
A cost leadership strategy is one in which a business 
aims to be the lowest-cost manufacturer within its 
industry. The products are basic with fewer features, 
perhaps lower quality and using low-cost packaging. 
Low costs can be achieved through economies 
of scale in production and distribution, access to 
cheaper raw materials or by using technology. The 
business will expect a small profi t margin on each 
item it sells, balanced by a high volume of sales to 
generate revenue. 



Other areas in operations where low costs may be 
achieved include: 



• outsourcing product servicing so that the business
focuses on its core function rather than after-sales
service and warranty administration



• exclusive access to a large source of low-cost
inputs



• distributing the product using dealers who
work with lower profi t margins. 



If the business is able to achieve cost
leadership and sustain it over the long term, 
and is also able to sell its products at prices 
below those of its competitors, then it will be an 
above-average performer with healthy sales and 
profi ts. Australian businesses need to use a cost 
leadership approach to be competitive against 
cheaper imported products.



Activity 1.1 Comprehension
1 Identify TWO alternative terms that can be used instead of ‘transformation’.



2 Explain how a business can use operations to achieve a competitive advantage.



Examine the advertisement for the operations manager below to answer questions 3 and 4.



Operations manager
Hunter Valley Coal Ltd is seeking a talented operations manager with a background 
in mineral processing facilities. Applicants will need eff ective communication, 
organisation and negotiation skills as well as the ability to take a hands-on, practical 
approach to work.



Technical knowledge of operations and related equipment is essential. Key areas of 
responsibility include implementation of health, safety and environmental policies 
and ensuring production meets targets. Th e role will oversee the expansion and 
automation of key aspects of coal processing.



Industry-leading remuneration and compensation for relocation will be provided. 



Applications are to be directly submitted to the CEO of Hunter Valley Coal, 
Newcastle, NSW. 



3 Identify skills that the operations managers will need for this position. 
Explain why these skills are needed. 



4 Describe an example of the strategic decision-making that the job requires. 



Economies of scale 
By increasing the scale of 
operations, a business can 
lower the cost of producing 
each individual output as a 
result of cost savings and 
greater effi ciency.



Profi t margin The 
difference between the sale 
price of a product and the 
cost to make the good or 
supply the service.
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