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TABLE 2.1: Structural Decisions in Operations Management

DECISION AREA QUESTIONS ASKED
FUNCTIONAL INTERFACES 

WITH OPERATIONS

Process and 
Capacity

What type of production process should be selected?
What type of machine and labor capacity is needed?
How much of that capacity is needed and when?
When should it be expand or contracted and how?

Finance, Marketing

Facilities Where should facilities be located?
How many facilities are needed?
What size should each be?
What layout and design should each facility have?
What work should be done in each facility?

Finance, Marketing

Technology What kinds of technologies are needed?
How often should these technologies be upgraded?

Information Technology, Finance, 
Engineering, Human Resources

TABLE 2.2: Infrastructural Decisions in Operations Management

DECISION 
AREA QUESTIONS ASKED

FUNCTIONAL INTERFACES 
WITH OPERATIONS

Workforce What type of workers and how many are needed?
What skill levels and training do they need?
What should be the workforce policies, incentives and reward systems, and level of 
employment security? 

Human Resources 

Sales and 
Operations 
Planning

How should demand be managed?
What production planning procedures and decision rules should be in place?
What quantities should be produced to meet demand effectively?

Finance, Marketing

Control 
Systems

What cost-control mechanisms should be in place?
How should materials and inventory be managed and controlled?
How should the company assess and control quality?
How should performance be measured and monitored?
How should workflow be controlled?

Finance, Human Resources

Product/
Process 
Innovation

What product and process improvement programs should be devised?
How should knowledge be managed?
How should change be managed?
What is the timing and procedure for new product launches?
How should intellectual property be managed?

Engineering,
Human Resources 

Organization Should the organizational structure be centralized or decentralized?
How many levels should there be in the organizational hierarchy?
Who has the responsibility and authority for decision-making in each area?

Human Resources

example, an operations manager cannot make any capacity investment decision without the involve-
ment of managers within the finance function, which is responsible for all capital budgeting decisions.

Evaluating the Performance of an Operations Strategy
The performance of an operations strategy is judged by how well it supports the firm’s corporate and 
business strategies. A firm can use various performance measurement systems that combine financial 
and operational measures.

STRATEGIC PROFIT MODEL (SPM)
The strategic profit model (SPM), also known as the DuPont model, provides a visual representation 
of an organization’s financial performance in terms of its return on investment (ROI) and return on 

Strategic profit 
model (SPM): a model 
that provides a visual 
representation of an 
organization’s financial 
performance in terms of 
its return on investment 
and return on assets 
(also known as the 
DuPont model)


