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Kaizen
This Japanese term means ‘continuous improvement’. It sums up 
a people-centred philosophy based on using staff ideas on how to 
make production steadily more efficient. A new UK chief executive 
may insist on an automation strategy that makes 20 people 
redundant and boosts productivity sharply; kaizen means steady 
improvements of perhaps 2% a month, with the idea that the tortoise 
catches the hare.

TROUBLESOME TERMS

Competitive advantage
A sustainable element of superiority over rivals, which can be 
from differentiation (even uniqueness) or the result of aggressive 
cost-cutting, making the product/service the lowest-cost provider 
in the marketplace (see pp. 20–22). Business guru Michael Porter 
emphasises that unless the advantage is sustainable, it’s not a 
meaningful competitive advantage.

Critical path
The longest path through a project, found by adding up the durations 
of the activities on that path. This tells you the minimum time the 
project will take until completion, and shows managers the activities 
they must supervise most carefully. Any activity off the critical path 
has an element of float time, i.e. spare time.

First-mover advantage
The benefits of being the first to find a new gap in the market. These 
include the chance to establish high distribution levels before rivals 
arrive, making it hard for them to get onto shop shelves. There are 
also image benefits, especially for a business in the technology 
sector. But some talk of ‘second-mover advantage’ — taking your 
time to learn from the mistakes made by the first mover.

Labour-intensive production
This is production based on labour skills and effort rather than 
machinery (capital). It is based on a job production system in which 
one-off orders are produced by hand and therefore tailored to the 
customer, such as a hand-made wedding dress. Such a system will 
have high labour costs per unit, but benefit from flexibility and 
responsiveness to the customer.

Minimum average cost
This occurs when a firm is operating at the production level that 
minimises its costs per unit. This is likely to be at around 90–95% of 
capacity utilisation.

Overutilisation
Overutilisation of capacity is when customer demand is greater than 
the available output level. This occurs in the National Health Service 
(NHS) when demand for beds outstrips supply, which may lead to 
patients lying uncomfortably in corridors while waiting for proper 
beds. In a more conventional business setting, it could mean queues 
outside a restaurant on a Saturday night, risking the loss of some 
customers.
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Operations

Quality assurance
Measuring the quality of materials as they arrive and again at 
every stage of production to ensure that no flaws are built in to 
the product. This sounds impressive, but is often no more than a 
box-ticking exercise eliminating bad quality without ensuring that 
standards are great. Total quality management may be a better way 
to ensure great quality.

Quality circles
A 1980s approach in imitation of Japanese practices, in which 
representatives of different departments of a business would 
meet regularly (in their own time) to discuss ways to improve 
quality. It was an aspect of kaizen and therefore lean production. 
Rarely mentioned these days, presumably because other forms of 
consultation have proved more effective.

Resource management strategy
A medium-to-long-term plan of action to make a significant 
improvement in resource/operations management within a business, 
thereby helping to meet the company’s objectives.

Total quality management (TQM)
Creating a culture of quality in which every employee tries to provide 
excellent service to every ‘customer’, whether within the business 
or outside it. So staff should do all they can to work to their highest 
standard, whether they are helping a colleague or a valued customer.

Waste minimisation
Using a lean production mindset to not only minimise waste of staff 
time and other resources, but also to minimise the waste of physical 
resources such as steel and paper, to align the business with a 
modern, environmentally friendly business agenda.

Competitive advantage 
to waste minimisation

Each of the following terms in operations (resource) 
management causes problems for students in exams. You may 
think you know flow production and quality control. But do 
you know them well enough to impress an examiner?

Flow production
Producing an unending sea of identical items, in response to 
customer desire for uniformity and low costs. The flow process might 
be achieved via an assembly line or by a literal flow of a product such 
as baked beans. Flow production is likely to be highly automated and 
therefore have low labour costs per unit.


