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preestablished standards to measure the crunchiness of its chips and monitor their salt content during 
the production process.

Measuring and monitoring the quality of a service is much more difficult because the view of what 
constitutes good quality in a service is much more subjective. Consider times when you shopped at a 
high-end department store. At some stores, a salesperson will greet you immediately, whereas in other 
stores, employees are advised not to intrude on you too quickly as it might seem invasive and pushy. 
Clearly, in the case of services, no uniform standard of quality can be applied to all individuals.

Operations management is a system that transforms inputs into outputs. As Figure 1.3 shows, the 
inputs may be raw materials, machines, labor, management, capital, or energy. Such inputs are trans-
formed into outputs to produce the desired products and services. Value is created in the transformation 
process. In an automobile factory, sheets of steel transformed into different shapes and sizes are assem-
bled together with thousands of component parts and are then painted and finished to create a brand 
new automobile. In a bakery, flour, yeast, and other ingredients are converted into dough and baked to 
produce a loaf of bread. In service operations, such as hospitals, doctors help restore sick patients to 
health through diagnosis, medication, and surgical procedures. In each situation, the transformation 
process of the operations system creates value—a new automobile, a loaf of bread, or a healthy person.

TABLE 1.2: Differences Between Goods and Services

GOODS SERVICES

Tangible physical entity Intangible bundle of benefits

Can be stored for future use Cannot be stored—the service is produced and consumed 
simultaneously

Often capital intensive Often labor intensive

Low level of customer contact High level of customer contact

Quality assurance and control are relatively easy Quality assurance and control relatively more difficult

Physical transformation of materials Physical or psychological transformation of customer
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FIGURE 1.2: Goods-Services Continuum

SOURCE: Adapted from Economypedia.com. Retrieved June 16, 2015, from http://www.economypedia.com/wiki/index.php?title=Goods_and_services


