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Operations Strategy - Introduction
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Transformed resources

Transforming resources

People
Facilities (technology, 
buildings, etc.)

Materials
Information
Customers

Transforming resources (people and facilities) 
are organised to form processes

Products and services

Transformed resources (materials, information 
and customers) have value added as they 
move through the operation’s processes

All operations transform input resources into 
products and services
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‘… the total pattern of decisions …

… whilst managing the risks of misalignment’.

… through the on-going reconciliation of market 
requirements and operations resources …

… and their contribution to overall strategy…

… of any type of operation ...

… that shape the long-term capabilities …

… so as to achieve a sustainable fit between the two …

Operations strategy is…
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VolumeLow High

VarietyHigh Low

VariationHigh Low

VisibilityHigh Low

OcadoConventional 
supermarket

The Four Vs analysis for a conventional 
supermarket and Ocado
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Products or services?

Manufacturing or non-manufacturing?

What is Operations Strategy about?

For profit or not-for-profit?

The sectoral scope of Operations Strategy
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Operational 
operations

Operational 
finance

Marketing 
strategy

Operations 
strategy

Finance 
strategy

Technology 
strategy

The ‘business 
model’

The ‘operating 
model’

Business strategy

Functional strategies

Operational 
marketing

Operational 
technology

…sets the 
overall 

purpose and 
objectives 

for…

…defines how 
the business 
model will be 
achieved…

The relationship between the concepts of ‘the 
business model’ and the ‘operating model’
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Top-down 

Operations 
strategy should 
interpret higher 
level-strategy

Operations resources 

Operations strategy 
should build operations 

capabilities

Bottom-up

Operations 
strategy should 

learn from day-to-
day experience

Market requirements

Operations strategy 
should satisfy the 

organisation’s markets

OPERATIONS 
STRATEGY

Four perspectives on operations strategy – top-down, 
bottom-up, market requirements and operations resources
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Top-down 

Bottom-up 

Corporate strategy 

Business strategy 

Emergent sense of 
what the strategy 

should be

Operational 
experience

Operations 
resources

Capacity
Supply networks
Process technology
Development and 
organisation

Market 
requirements

Quality
Speed

Dependability
Flexibility

Cost

The four perspectives on operations strategy – top-down, 
bottom-up, market requirements and operations resources 

(Continued)
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Top-down and bottom-up perspectives of strategy 
for the metrology company

Corporate objectives, impact on 
business objectives which, in turn, 

influence operations strategy

To
p

-d
o

w
n Corporate strategy

Business strategy

B
o

tt
o

m
-u

p
Day-to-day experience of providing products 
and services to the market reveals problems 

and potential solutions that become 
formalised into operations strategy

Emergent sense of what the 
strategy should be

Operational experience

Operations strategy
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Corporate objectives impact on business 
objectives which, in turn, influence 

operations strategy

To
p-

do
w

n
B

ot
to

m
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p

Day-to-day experience of providing products and 
services to the market reveals problems and 

potential solutions that become formalised into 
operations strategy

Group building corporate capability in high-
technology products and services

Metrology division competes on ‘fast-to-market’ 
innovations

Experiment with ‘modular’ design of key 
products and components

Customers confused by continual product innovation 
and costs are increasing

Operations must have fast and flexible 
technology, supply relationships, 

process and staff

Modular strategy provides flexibility and 
innovation at relatively low cost

Top-down and bottom-up perspectives of strategy 
for the metrology company (Continued)
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Operations 
resources

Market requirements

Strategic 
reconciliation

Operations 
strategy

Operations strategy reconciles the requirements 
of the market with the capabilities of 

operations resources 
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Tangible and 
intangible 
resources

Operations 
capabilities

Operations 
processes

Operations 
strategy 

decision areas

Customer 
needs

Market 
positioning

Competitors’ 
actions

Performance 
objectives

Understanding 
resources    

and processes

Strategic decisions
Capacity
Supply networks
Process technology
Development and 
organisation

Required performance
Quality
Speed
Dependability
Flexibility
Cost

Understanding 
markets

Operations strategy reconciles the requirements of the 
market with the capabilities of operations resources 
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Resources
Equipment
Staff
Reputation
Relationships (internal 
and external)
Experience

Capabilities
Application of leading-
edge lighting and sound 
technology
Articulation of client 
requirements

Processes
Integration of equipment 
supply and client 
requirements
Design process
Supplier liaison process

Operations strategy 
decisions

Location
Virtual reality technology
Supplier development
Equipment tracking system
Organisational structure
Staff meetings

Customers
Professional theatres 
(static, low margins)
Exhibitions (slow growth, 
low margins)
Conferences, etc. (fast 
growth, higher margins

Market position
Traditionally differentiated 
on high service level in 
theatre and exhibition 
markets, innovation and 
service in conference 
market

Competitors
Big groups dominating 
professional theatres
In-house operations 
growing in exhibitions 
market
Conference market still 
fragmented

Performance objectives

Aesthetically innovative 
designs
Presentation advice
High customisation of 
lighting solutions
Fast and dependable supply

The ‘market requirements’ and ‘operations resource’ 
analysis of the lighting company
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Operations strategy…

‘… the decisions which shape the long-term 

capabilities of the company’s operations and their 

contribution to overall strategy through the on-

going reconciliation of market requirements and 

operations resources …’

13

14



8

Slide 1.15

© 2017, 2015, 2012 Pearson education, Inc. All Rights Reserved

Profit
Total assets

Output
Total assets

Profit
Output= ×

Decomposing the ratio profit/total assets to derive 
the four strategic decision areas of operations strategy

Output
Total assets

Output
Capacity

Fixed assets
Total assets

Capacity
Fixed assets

Utilisation Working capital Productivity of 
fixed assets

= × ×

Operations strategy 
decision areas

Capacity Supply 
network

Process 
technology

Development 
and organisation

Profit
Output

Revenue
Output

Cost
Output

Average 
revenue

Average 
cost

= −
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Operations strategy
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Speed

Dependability

Flexibility

Cost

Development 
and 

organisation
Capacity

Supply 
network

Process 
technology

Decision areas
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The operations strategy matrix

Resource usage
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