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Human and Organizational Factors in Operations
Management

With regard to the management of human resources in an organization, operations

management has traditionally focused its attention chiefly on the “resources” as opposed to

the “human” component, with everything that this entails. In an attempt to remedy that

shortcoming, this technical note seeks to accomplish two main objectives:

1) To review the critical role played by people in an operations system1 and the danger

resulting from ignoring the human and organizational factors in operations

management (section 1). To that end, we will analyze the main characteristics of

people as productive agents (section 2).

2) To analyze how operations management can contribute to improving employee

productivity and, as a result, contribute to the development of organizations in the short

and long term. In order to achieve this, we will refer to requirements for the design of

activities (section 3), the organizational model (sections 4 and 6) and the mechanisms for

measuring performance (section 5). In addition, we will look over key HR (human

resources) policies from the point of view of operations (section 7) and we will define the

elements that characterize a specific culture of operations (section 8).

1. People: A Differential Factor in Operations Systems

Operations management needs to contribute to business success in two different time frames.

In the short term, operations should make the company’s strategy a reality (implement it)

and, in addition, make sure that things are done correctly (management of the business’s

operations). On an operational level, this means the optimization of processes and an optimal

use of resources. In the case of people, this mainly is reflected in productivity improvements.

1 For more details on operations systems, see the note by Philip G. Moscoso, Alejandro Lago and Marc Sachon, “Fundamental

Concepts and Parameters of Operations Management,” PN-458, IESE, 2010.
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In addition, operations must also contribute to the company’s competitiveness in the

medium-to-long term, ideally serving as a source of competitive advantage. This translates

into a continued improvement of the way things are done, and into seeking out the more

radical innovations in the operations system.2 To the extent to which companies are facing

increasingly complex environments, the goals of operations management no longer consist

only of achieving specific results (times, costs or uses, for example) but in the development

of particular capabilities (agility, adaptability to changes in products, and reliability, for

example). From the point of view of people management, that implies establishing permanent

improvement and development processes that promote organizational learning.

At present, there is general consensus both in the academic world and in management practice

that in order for operations management to be successful in both the long and the short term, the

people who make up the operations system play a fundamental role.

“Superior performance is ultimately based on the people in an organization. The right

management principles, systems, and procedures play an essential role, but the capabilities

that create competitive advantage come from people – their skill, discipline and capacity to

solve problems and to learn.”3

There are three distinctive characteristics people possess that are fundamental in helping

operations achieve their objectives in terms of productivity and competitiveness:

 Their productivity depends on their motivation in undertaking the assigned task. As such,

there is an element of personal decision (autonomy), which can only be managed

indirectly.

 People have personal biases that can lead them to commit a series of systematic errors in

the decision-making process (for example, underestimating the length of projects). As

managers, we can attempt to correct some of those errors or at least mitigate their effects

using preventative measures.

 People have the ability to learn and develop over time. This is an innate quality, which,

nevertheless, can be managed through measures such as training. But it will not provide

the desired results if not accompanied, first of all, by the necessary motivation for

learning and development.

Therefore, managers need to understand these characteristics and know how to manage them

properly. In the short term, that means placing emphasis on designing tasks and an

organization that understands and leverages the characteristics of “human resources.” At the

same time, that requires overcoming the mechanistic vision of people, which has been

predominant in industrial practices for a long time.4 People can no longer be considered just

another resource in an organization, whose productivity can be improved through adequate

mechanical scope of the tasks and exhaustive control of working times and salaries linked to

2 See the technical note by Philip G. Moscoso, “Innovar en operaciones, fuente de ventaja competitiva” [Innovating in

Operations, a Source of Competitive Advantage], PN-438, IESE, 2005.

3 See Hayes et al. (1988), p. 242.

4 The mechanistic vision dates back to the beginning of modern management, specifically to early 20th century time and

motion studies, and too often is still present in industrial practice despite denials of every "modern" manager.
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production volume.5 Moreover, not taking into consideration the human and organizational

factors in operations management explains why many of the models elaborated in operations

literature (for example, methods to control productivity or to manage stocks) have not been

altogether successful in practice. Failing to take into account factors such as motivation,

trust, aversion to risk, or the lack of aligned incentives, for example, gives way to models

that are largely irrelevant in the context of business practices.

In the long term, a more humanistic view of operations means thinking beyond individual

productivity and designing processes to encourage continuous improvement and

development to promote the competitiveness of organizations. The complete separation

between executives, as designers and managers of the operations improvement process (and,

as a result, the future competitiveness of the business), and the workers, as mere recipients

and executors of those improvements, becomes invalid.

In conclusion, in order to better understand the role that people can and should play in

operations systems, all executives should:

1. Understand how people behave as operative resources. To that end, we will

emphasize two aspects: (a) what motivates people to work better, and (b) what causes

them to commit errors or suffer biases in their work.

2. Evaluate how the nature of people affects operations design. We will look over the

implications for task design, as well as for the design of associated organizational

structures and the measurement of performance.

3. Finally, analyze human resources policies that provide support for operations

management (selection, training, compensation and the development of an

operational culture). These are aspects that are traditionally detached from operations

management and are more often associated with people management.

We thus propose a dual approach to people management in operations. On the one hand, the

design of the operative structure (task design, organizational structure and mechanisms for

measuring performance); and on the other hand, the design of complementary people

management policies (selection, training, and communication, in addition to compensation and

professional development). Figure 1 represents this comprehensive view.

5 In the 1920s and 30s, the first systematic studies were undertaken in an attempt to understand which factors affected people’s

productivity in work environments. These early studies were carried out in the Western Electric factory, in Hawthorne, to look at

the effects of different working conditions (for example, the length of rest periods) on workers’ performance. The conclusions

drawn from those studies, which became known as the “Hawthorne effect,” showed, in a simplified version, that people’s

performance improves if they perceive an interest in their well-being and an attention to their motivation, as well as due to

changes in social conditions in the workplace.

A
bs

tr
ac

t f
or

 p
ro

m
ot

io
na

l u
se

 o
nl

y.
 F

ul
l v

er
si

on
 a

va
ila

bl
e 

at
 w

w
w

.ie
se

pu
bl

is
hi

ng
.c

om


