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1.4 An Integrated Perspective on 
Operations and Supply Chain Management
In Section 1.2, we examined operations management, and we described it as managing a set of processes 
required to design, produce, and deliver products or services that add value throughout the supply 
chain and, ultimately, to the final consumer. Then in Section 1.3, we saw that successful supply chain 
management requires the firm to manage its business processes, relationships, and flows of materials, 
information, money, and people, with the ultimate goal of creating value to customers and stakehold-
ers. Both operations management and supply chain management have the same goal of producing and 
delivering products or services that create value for customers. Firms integrate the two, and we describe 
how that is done for firms producing products and firms producing services. First, however, we start with 
an overview of the kinds of decisions firms must make in managing their operations and supply chains.

Decisions in Operations and Supply Chain Management
There are three general types of decisions in operations and supply chain management: the strategic 
decisions, tactical decisions, and operational decisions. These types of decisions fall into a hierarchy, 
as shown in Figure 1.7. The decisions at a higher level in the pyramid will set the constraints for lower 
level decisions. Strategic decisions have a long-term impact on the firm, whereas tactical decisions are 
made for the medium term and operational decisions are short-term, day-to-day decisions.

Here are some examples of tasks that fall into each decision category:

Strategic Decisions: Product and service design, process design, plant and warehouse loca-
tion, layout planning, supplier selection, outsourcing and offshoring, choosing transportation 
modes, and quality management.

Tactical Decisions: Sales and operations planning, inventory management, master production 
scheduling, material requirements planning, distribution, and transportation planning.

Operational Decisions: Inventory control, quality control, production scheduling, supplier evalua-
tion, performance measurement, and customer relations management.

The tasks in this list are not all inclusive. In addition, deci-
sions about these tasks as indicated in Figure 1.7 are not as 
sharply delineated as the illustration implies. Strategic deci-
sions may be interrelated. For example, the strategic deci-
sions of choosing a transportation mode such as rail, water, 
truck, or air depend on the strategic decision of choosing a 
location for manufacturing plants.

In addition, there is no clear separation between tactical 
and operational decisions. Although managing customer rela-
tions is a day-to-day ongoing activity, customer relationship 
planning is often a tactical decision. Thus, decisions in the hier-
archy can subsequently affect other decisions.

Decisions at the strategic, tactical, and operational levels 
need to be aligned. That is, tactical and operational decisions 
have to conform to their higher order, strategic choices. The 
decision hierarchy requires that choices be naturally linked and 
internally coherent.

Operations Interfaces in a Product Supply Chain
Figure 1.8, which expands Figure 1.6, shows a detailed view of the interrelationship between opera-
tions and supply chain activities with operations at the core of a business. Three interfaces, or rela-
tionships, need to be managed effectively:

•• Upstream Interfaces: Supplier Management. Upstream interfaces typically include suppliers
that provide raw materials, components, and parts required in the downstream operations
process. The management activities in this interface include prequalifying suppliers, selecting
and negotiating contracts with them, and materials storage and planning—that is, purchasing
the materials, managing their inbound transportation, and inspecting and warehousing them.

Explain why it is 
important to have 
an integrated view 
of operations from a 
larger supply chain 
framework.
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FIGURE 1.7: Hierarchy of Supply Chain and 
Operations Decisions
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