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00 O O There are several dimensions along which one can evaluate productionl] operationsstrategy.Here are the
most significant[] 1.Cost.Were pricing is a kev to market difierentiation and competitiveness.a maiormeans of
strategy evaluation is the cost of products delivered to the customer.Direclcosts ofproduction include costs
ofmaterials.equipment.and labor.Costs ofdistributioninvolve inventory carrying costsC] particularly inventory in
the pipelinel transportation] and distribution costs.Cost ofplant and process overhead also must be factored into
thecost calculmion.Overhead costs of new processes may be the most difficult to evaluatebecause ofthe
uncertainties ofboth the process reliability and the usefullifetime.2.Quality.In markets where product quality is a
major determinant ofproduct suc-cess in the marketplaceld or high reliability is required to meet product
specifications[] strategy should be evaluated along the quality dimension.For example[d product qual—ity is the
primary means of evaluating manufacturing performance in Japan.3.Profitability. Ultimately,it is the profitabilitv Of
a product line that determinesthe success of the strategy undertaken to produce and to sell it. However,as
notedabovel] short.term profit maximization could be a poor strategy for the firm ifit entailsreductions in the
investment in new capacity and technology.If the time horizon asso.elated with the evaluation of any particular
strategy is not correct[] top managementcould be making poor decisions.Strategies that achieve short.term
profitability maynot necessarily be in the best interests of the firrn in the long term.4.Customer
satisfaction.Successful firms have come to realize that ultimatesuccess is achieved only by maintaining a satisfied
and loyal customer base. Thismeans that the customer must not only be satisfied with a product when
purchased,butmust have confidence that the firm will stand behind its guarantees by supplying effi.cient and cost
(] effective service after a sale is made.Market-driven quality is a term weoften hear these days.Its recent emphasis
shows that companies are becoming moreaware that customer service must be made an explicit part of the product
deliveryprocess.
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