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volume produced. Each doubling of volume reduces cost by the amount of the
experience rate. Competitive advantage can be gained, in some cases, by following
the experience curve.

Operations effectiveness can be described by the following four stages: internally
neutral, externally neutral, internally supportive, or externally supportive. An
operations strategy is required for a business to achieve stage 3 or 4 status.

QUESTIONS

1. What are the reasons for formulating and implementing an operations strategy?

2. Describe a possible mission for operations and some associated strategies that would fit
the following business situations.

a. Ambulance service
b. Production of standard automobile batteries
c. Production of electronics products that have a short product life cycle.

3. An operations manager was heard to be complaining, “The boss never listens to
me—all the boss wants from me is to avoid making waves. [ rarely get any capital to
improve operations.”

a. What stage is operations probably in?
b. What should be done about the situation?

4. Define the following terms: experience curve, focused operations, mission of opera-
tions, and distinctive competence.

5. How would you determine whether a company had an operations strategy or not?
What specific questions would you ask, and what information would you gather?

6. What are some of the classic signs of an unfocused operation?

7. Describe the differences between a stage 1 and a stage 4 operation,

8. Evaluate your local hospital in terms of its emphasis on the four objectives of
operations: cost, quality, delivery, and flexibility. Are all departments focused on the
same objectives?

9, Define some of the strategic decisions that might be required in grocery store operations
depending on whether the mission was emphasizing cost or quality.

10. What are the pros and cons of organizing a plant within a plant?
11. What kinds of external factors might affect the following types of operations:
a. Airline
b. Bank
c. Semiconductor manufacturing
12. Using newspapers and magazines, find examples of operations strategies. Write a few
paragraphs describing the situation and the strategies which are being pursued.
13. Suppose that you are producing calculators on an 85 percent experience curve and the
eighth unit costs $100 to produce.
a. How much did the first unit cost?
b. How much will unit number 500 cost?

14. A 90 percent experience curve can be used for the production of air
costs $100,000,

a. How much will the tenth unit cost?
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a. How much of a cost advantage does company B have by |
produces 1000 units?

b. What would you suggest that company A do aboul thi

c. What if company A preduces 1000 units by the time thi
units. Which company has the advantage in this cane!

16. The Piper Cub aircraft company produced a new line ol ai

for the first unit produced and $300,000 for the eighth wnil

a. What is the company’s experience curve rate?

b. What will the twentieth unit cost at the present rate of «

SELECTED BIBLIOGRAPHY

ANDERSON, Joun C, Gary CLEVELAND and Rocer G. 5¢
Literature Review,” Working Paper, Operations Ma
Management, University of Minnesota, April 1986.

BuDE, AMAR: “Hustle as Strategy,” Harvard Business Revicw, tw
59-65.

Burra, ELwooD S.: Meeting the Competitive Challenge. Homewood, 11

Cook, Davip T “Why GM's Small Car Experts Threw in the Wi
June 2, 1982.

GHEMAWAT, Panka): “Building Strategy on the Exper
March-April 1985, pp. 143-149.

Haas, ELizaBsTH A.: “‘Breakthrough Manufacturing,” Haroard [
1987, pp. 75-81.

Haves, RoserT H. “Strategic Planning—Forward in Reverne!
November—December 1985, pp. 111-119.

and STevEN C. WHEELWRIGHT: Restoring Our Competilior Lilyi
turing, New York: Wiley, 1984.

ML, TERRY: Manufacturing Strategy—The Strategic Managenent of [
York: Macmillan, 1985.

PEeTERS, THOMAS J.. and ROBERT WATERMAN, JR.: In Search of Fucelliin
1982.

PoORTER, MicHAEL E.: Competitive Strategy: Techniques for Anaflyziiy 11
York: Free Press, 1980.

Ruwe, DEAN M., and WickHAM SKINNER: “Reviving a Rust Belt Facl
May-June 1987, pp. 70-76.

ScHROEDER, ROGER G., JoHN C. ANDERSON, and GARY C
ing Strategy: An Empirical Study,” Journal of Opi
1986, pp. 405-416.

SKINNER, WickHAM: “Manufacturing— Missing Link in Corporat
Review, May—June 1969, pp. 136--145.

——: “The Focused Factory,” Harvard B

Review, May - |
n Now Yo
, SrEveEN C.i “Japan—Where Operations Really A
y-August 1981, pp. 67-74.
Bl Haxmsr “Ce

lactunh

and Re
January - F




