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Figure 1.4 shows the internal interfaces between operations and the four primary functional areas of 
finance, accounting, marketing, and human resources.11

The operations function also interfaces with groups and organizations outside of the firm:12

•• External suppliers who provide the components and materials used by the operations group
•• In the case of services, the customer during the delivery of the service
•• Competitors so as to monitor their activities and improve the development of new products

and processes that lower the firm’s costs
•• External agencies such as regulators and trade associations to ensure the firm complies with

current laws and codes of practice

Figure 1.5 shows some external interfaces with the operations function.
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FIGURE 1.4: Operations Management Internal Interfaces
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FIGURE 1.5: Operations Management External Interfaces

1.3 What Does Supply Chain Management Entail?
Firms have many challenges when managing their supply chains globally. A company has to decide 
which functions it should outsource and which functions it should perform in-house. Companies that 
choose to locate their manufacturing facilities overseas face such logistical problems as deciding on 
the number of plants that will be needed and where they should be located. These companies must 
also examine these issues from the perspective of the global supply chain. For example, if a company 
uses several raw material suppliers around Dacca, Bangladesh, then it also might want to locate 
its manufacturing facilities in or around Dacca to avoid shipping the materials to other production 
facilities.

Trace the path of a 
raw material from 
the start of the 
supply chain to the 
final consumer.
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