Cost-effective Operations and Competitiveness
Productivity 

· Output per worker 

· Measures how much each worker produces over a given time 

· Productivity = total output/number of workers 

· Increased productivity leads to reduced cost per unit as spread wages over larger amount of produce
· This can make a business more competitive if they reduce prices  

· Methods to raise productivity:

1. Training 
2. Better equipment 
3. Motivating employees 

Reducing Costs

· Improving purchasing – change supplier to get lower prices or higher quality, negotiate lower price with existing supplier, bulk-buy to get lower prices 
· Relocation – relocate to reduce costs, e.g. to gain lower wages or tax benefits, however, workers may have lower skills, reduced quality, etc 

· Cutting overheads – reducing costs that are not related to the production process, e.g. R&D, administration, and marketing
Improving competitiveness – other methods 

· Improving products/services 

· Improving quality 
