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A COO’S GUIDE TO OPERATIONAL EFFICIENCY
How to Improve Organizational Efficiency in a Dynamic Manufacturing Environment 

AS A COO, YOUR CHALLENGE IS TO KEEP UP with the day-to-day operations of 
your manufacturing business, as well as stay competitive in a dynamic industry.  
The pressure to reduce costs and increase operational efficiency to grow the 
bottom line is constant. The key is to operate with constant efficiency so that your 
organization is Lean, and can respond to the changes of a dynamic business 
environment. 

Operational efficiency is the ratio between input to run a business operation and 
the output gained from the business. To improve operational efficiency, you need 
to improve your input to output ratio, using inputs more efficiently, in order to bring 
your products and services to market. How is this achieved? Operational efficiency 
is achieved by finding alternatives to existing inputs that will deliver the highest 
achievable performance. By maximizing cost-saving factors and minimizing less-
desirable factors, you will attain improved production from reduced resources. 

Doing more with less is every COO’s dream, but is it a feasible reality? The time it 
takes to assess business processes, eliminate unnecessary tasks and resources, in 
order to reduce costs—all while growing sales can be a challenge, but the rewards 
can be huge. 

The act of processing in a business operation consumes 20-30 cents of every 
revenue dollar earned and 50 percent of total processing costs can be eliminated 
through standardization, delegation, workflow improvement, account segmentation, 
and errors & omissions (E&O) exposure reduction.

INTRODUCTION i 
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HIGHER PROFITS
A reduction in inputs will reduce 
operating costs and grow profits

GREATER OUTPUT
Better efficiencies brings more 
output per labor hour

FEWER ERRORS
Greater efficiency will improve 
performance and result in fewer 
errors

LESS DOWNTIME
Evaluating every aspect of your 
operations will help uncover any 
equipment inefficiencies that can 
be improved to prevent machine 
and process breakdowns

BETTER INVENTORY SYSTEMS
Efficiency will help improve inventory 
levels to avoid stagnant stock and 
increase stock turnover

LESS INVENTORY
Less inventory means less real estate 
required for warehouse storage

INCREASED MORALE
Efficient operations bring improved 
employee morale and job 
satisfaction

GREATER CUSTOMER 
SATISFACTION
Efficient, well-run operations bring 
about better relationships with 
customers and suppliers

INTRODUCTION i 

The key to operational efficiency is to determine how efficient your operational 
processes are, and look for ways to reduce unnecessary time-spent performing 
unnecessary tasks—subsequently reducing costs and increasing profits. Reducing 
costs is a key motivation for operational efficiency, but an efficient operation boasts 
several business benefits that will directly or indirectly impact your bottom line. Benefits 
such as the ability to scale to the growth of your business, a benefit that will long 
supersede any short-term gains. 

AN EFFICIENT OPERATION WILL BRING BOTH SHORT AND LONG-TERM BENEFITS 
INCLUDING:

mailto:info%40ca.syspro.com?subject=
mailto:info%40ca.syspro.com?subject=
http://www.syspro.com/ca


 |  1 (888) 259-6666  |  3     info@ca.syspro.com www.syspro.com/ca

A COO’S GUIDE TO OPERATIONAL EFFICIENCY
How to Improve Organizational Efficiency in a Dynamic Manufacturing Environment 

INTRODUCTION i 

Becoming operationally efficient takes time and resources. 
However, the long-term business benefits far outweigh 
related costs associated to the initiative, in the short-term.

THIS WHITE PAPER COVERS FIVE STEPS THAT COO’S CAN USE TO IMPROVE 
ORGANIZATIONAL EFFICIENCY IN A DYNAMIC ENVIRONMENT, INCLUDING:

1. Defining the Business Problem

2. Measuring Operational Efficiency

3. Defining the Strategy 

4. Implementing the Plan

5. Key Performance Indicators (KPI’s) and Measuring Results
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DEFINING THE BUSINESS PROBLEM  1 

IDENTIFYING CHALLENGES THAT YOUR ORGANIZATION IS EXPERIENCING— 
or determining your business problem, is the first step towards operational efficiency. 
In a dynamic environment, there are several internal and external variables that can 
impact your operations. An example of an external variable may include a shift in the 
market that may alter the consumer demand for your product. This change in demand 
may lead to additional strain on your organization. An example of an internal variable 
may include using outdated equipment that could impede your ability to keep up with 
customer demand. Herein lies the business problem. Operational challenges can be 
few or plenty, so it is important that you look at your organization through a microscope 
to determine what needs improvement and identify any opportunities for change.

Common Operational Challenges

Bottlenecks in a workflow or an inefficient workforce that causes your operating costs 
to increase, are two of several possible variables impacting your operations—directly 
or indirectly. While it’s not possible to plan for all variables, as a COO, being able to 
mitigate some or all of them, will help you deal with a dynamic and competitive 
landscape.
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DEFINING THE BUSINESS PROBLEM  1 
COMMON OPERATIONAL CHALLENGES OR BUSINESS PROBLEMS MAY INCLUDE:  

MANAGEMENT
• INCONSISTENT MANAGERIAL PROCESSES – 

Vast differences between managers and non-
conformity between organizational objectives 
and strategies

• INCOMPETENT MANAGEMENT – Unclear 
objectives and inconsistent follow-through

• MERGERS AND ACQUISITIONS – Inefficiencies 
that occur during the timeframe after a  
company has been recently acquired 

RESOURCES
• LACK OF QUALIFIED LABOR – Skillset of 

resources don’t match the needs of the 
organization

• INCREASED LABOR COSTS – Increased costs of 
hiring additional resources or increased wages  
of growing departments

• LOW MORALE, HIGH TURNOVER – Monetary 
implications of workforce issues 

• DEPARTMENTAL SILOS – Departments that work 
in silos may suffer from inefficiencies due to from 
duplicative functions and lack of communication

• HUMAN ERROR – Human errors may impact 
productivity

FINANCIAL
• LACK OF PLANNING – Lack of a strategic plan 

• EXCESS SPENDING – Operating costs exceeds 
revenue

• MANUAL EXCHANGE RATE PROCESSES – 
Inability to stay up-to-date with current with 
currency fluctuations due to manual processes 

ECONOMIC
• RISING TAXES – Tax rate and/or minimum  

wage increase

• MARKET UNCERTAINTY – Slump or recession 

MARKET TRENDS
• INCREASED COMPETITION – New entrants into 

the market

• INCREASED CONSUMER DEMAND – Pressure  
to meet consumer demand

• FLUCTUATION IN DEMAND – Supply chain 
uncertainty 

TECHNOLOGICAL
• MINIMAL IT INTEGRATION – Obsolete systems 

and poor integration of software 

• LACK OF AUTOMATION – Additional resources 
required to complete tasks

• POOR DATA HYGIENE – Incomplete, inaccurate 
data in current systems due to manual processes

OPERATIONAL
• SUB-PAR OPERATIONS – Conformity with the 

status quo may cause sub-par operations to  
be the norm 

• NON-VALUE ADDED ACTIVITIES – Time-wasting 
activities that don’t provide an impact on 
operations 

• EXPENSIVE DISTRIBUTION CHANNEL MIX –  
High commissions 

OTHER
• NATURAL DISASTERS – Ensuring data protection 

and disaster recovery in the event of a natural 
disaster

• GLOBALIZATION AND LOCALIZATION 
REQUIREMENTS – Language, legal or behavioral

• COMPLIANCE REQUIREMENTS – Financial, legal, 
and regulatory
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DEFINING THE BUSINESS PROBLEM  1 

How to Identify your Business Problem

Reviewing existing operations is important for long-term strategic planning, for both 
stagnant and growing operations.  Whether your business problem is internal or 
external, there are some important steps for evaluating your operations to identify 
the root cause of your inefficiencies. Look at each business segment and ask the 
following questions:

ORGANIZATION
• How well is the business performing?

• Are you competitive in the market place?

• Are you happy with the direction the company 
is moving in?

• Is your organization slow to respond or 
unresponsive to market demands?

MARKET 
• What are the current conditions of the 

marketplace?

• What is the competition like? Are there new 
entrants to market? What is the possibility of 
large mergers/acquisitions in your industry?

• What is your competitive advantage or 
differentiators in the marketplace?

PRODUCTS
• What are you trying to market? What is your 

best/worst selling product? What is the most 
profitable/least profitable? Are you considering 
any new products in the short-term?

• How effective have the marketing strategies 
been over the past year, two years, five years? 
Has the money invested in marketing impacted 
sales? How does the competition’s marketing 
efforts compare?

• What makes your products and/or services 
successful?

• Does your products and/or services meet the 
needs of your customers?

• What is your key differentiator and how does it 
compare with competition?

• How can you improve your products and/or 
services?
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DEFINING THE BUSINESS PROBLEM  1 
TARGET CUSTOMER
• Who is the customer that you are targeting?

• What are the trends and predictions for future 
growth in the proposed customer segment?

• How well do your products satisfy your buyer 
personas and how can you improve products 
and/or services?

RESOURCES
• What resources do you have? Are they 

sufficient or lacking?

• What resources do you need to grow?

FINANCIAL 
• Do you review costs regularly? Can you lower 

costs? Can you negotiate better deals with 
suppliers?

• Have you achieved your strategic goals over 
the past one year, three years, five years?

EXTERNAL FACTORS
• Are there any external threats that could 

impact your operations?

EXAMPLE
A car manufacturer may determine that 
lead times are extremely long and that 
they aren’t able to determine customer 
demand, in order to increase production 
to get the finished product to the 
customer—in a timely manner, resulting 
in lost sales.

BUSINESS PROBLEM: Inefficient 
operations are causing bottlenecks and 
slow production. This may inadvertently 
impact sales.
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MEASURING OPERATIONAL EFFICIENCY 2 

ONCE YOU HAVE DETERMINED YOUR BUSINESS PROBLEM(S), the next challenge 
is to look at all of the internal variables of your organization to determine the factors 
that may impede growth. Some common internal factors to evaluate include:  

Internal Variables 

• LOCATION – Are there any growth constraints  
to your existing location? Is there room for you 
to expand operations if necessary, or downsize 
in the event of outsourcing operations? 

• EQUIPMENT – Can your equipment keep up 
with current and potential future demand and 
will it sustain a spike in sales? 

• IT SYSTEMS – Can your existing Information 
Technology systems expand with your 
operations and handle a growth in resources? 
Is your IT infrastructure outdated? Do you have 
an IT infrastructure in place that is scalable with 
your operations?

• RESOURCES – Do you have the right people, in 
the right place to reach your long-term goals? 
What is the moral and turnover rates, does this 
or will this impact operations? 

• MANAGEMENT – Do you have the 
management, with the right skills, in place to 
grow the organization? Do they have the right 
teams in place? 

• FINANCIAL – Do you have a significant cash 
flow, working capital, credit, and room to invest 
in growth?

• COMPETITION – Determine how you stand-up 
to the competition. Compare with a SWOT and 
Market Analysis.

• TRAINING – When was the last time you trained 
your sales people? When did you last train your 
support staff on your current systems? Is your 
staff cross-trained?

• ACCOUNTABILITY – Do all employees and 
consultants know what is expected of them 
and do they receive regular feedback on a 
regular occasion on how they are doing?

• CUSTOMER SERVICE – How are your vendor/
customer relationships?

• PROCESS REVIEW – Are your processes 
documented? How often do you evaluate and 
update them? Could you implement better 
processes?
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Value Stream Mapping 

If you’re a Lean organization, you will 
be familiar with Value Stream Mapping. 
If you’re not familiar with this practice, 
Value Stream Mapping, it is a very 
valuable tool that can be used to 
determine any bottlenecks in the flow of 
your processes. By detailing the specific 
actions that are taken throughout the 
entire course of a production process—
from raw material to customer delivery—
you will get a detailed look at the 
lifespan that your product takes, and 
you can identify any unnecessary steps 
that can be eliminated. 

If you use Value Stream Mapping to 
find inadequacies, you will look for 
non-value add steps and delays, and 
eliminate or reduce these steps that 
cost money and increase lead times. 
The value stream map can highlight 
stock levels, process times and other 
useful information used to analyze your 
overall process flow. This will better help 
you understand where you can reduce 
lead times. Once you have mapped 
out the current flow of operations from 
supplier to customer, you create a future 
state map of where you wish to get to 
within a fixed time frame. Lean or not, 
value stream mapping is a great way to 
identify inefficiencies, bottlenecks and 
waste in your organization. 

5S  

To eliminate waste from an organization, another 
Lean tool, 5S can be used to identify the 7 wastes 
of Lean Manufacturing.

WHAT ARE THE 7 TYPES OF WASTE?

• TRANSPORT – Transporting your product adds no 
value to the product

• INVENTORY – Excess inventory that needs to be stored 
until it is sold 

• MOTION – Unnecessary motions or movements of man 
or machine 

• WAITING – The time waiting for an answer, a delivery or 
a repair

• OVER-PROCESSING – The use of inappropriate 
techniques

• OVER-PRODUCTION – Making too much or too soon 

• DEFECTS – Errors that cause defects 

HOW DO YOU IDENTIFY THESE 7 TYPES OF 
WASTE?

The 5 steps are Sort, Straighten, Shine, Standardize, 
and Sustain. 

• SORT – Separate the clutter from the tools, equipment, 
materials and machines that you really need to have

• STRAIGHTEN – Begin to arrange your items in an 
efficient and ergonomic way to improve efficiencies 
quality and safety

• SWEEP – Clean the entire work area (and keep it that 
way) so that you can see when something has gone 
wrong such as an oil leak

• STANDARDIZE – Develop standard ways of working 
within your work cells, through the use of visual 
management and standard operating instructions

• SUSTAIN – Ensure that 5S becomes part of the culture 
of your organization

MEASURING OPERATIONAL EFFICIENCY 2 

mailto:info%40ca.syspro.com?subject=
mailto:info%40ca.syspro.com?subject=
http://www.syspro.com/ca
http://www.lean.org/whatslean/
http://leanmanufacturingtools.org/551/creating-a-value-stream-map/
http://leanmanufacturingtools.org/5s/
http://leanmanufacturingtools.org/5s/


 |  1 (888) 259-6666  |  10     info@ca.syspro.com www.syspro.com/ca

A COO’S GUIDE TO OPERATIONAL EFFICIENCY
How to Improve Organizational Efficiency in a Dynamic Manufacturing Environment 

Productivity 

The measure of historical performance data, 
factored in economic forecasts, to target 
productivity levels for each business unit. 

UNITS OUTPUT

UNITS INPUT (capital, labor and materials)

Efficiency

The measure of how well your organization uses 
its resources to achieve your organizational 
objectives. Ideally, how well your inputs maximize 
contribution to the outputs. Some measures to 
use when evaluating efficiency include: 

• PER UNIT COSTS – How many resources are 
consumed in producing a unit of service cycle  
time.  The amount of time it takes for a process  
to be completed

• RESPONSE TIME – The amount of time it takes to 
reply to a request for service  

• BACKLOG – The amount of work in queue, waiting  
to be processed  

• PER UNIT FULL-TIME EQUIVALENTS (FTE’S) –  
How many employees are required to fulfill a unit  
of work

• STAFFING RATIOS – A ratio of staffing to a particular 
function, or in comparison to the total organization

• PER UNIT EQUIPMENT UTILIZATION – The efficient 
use of equipment

MEASURING OPERATIONAL EFFICIENCY 2 

Costs

A simple cost ratio will help you identify 
the proportion of operational expenses, in 
relation to revenues. The basic ratio is: 

OPERATING EXPENSES

REVENUES

Lower ratio = greater level of efficiency
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Market analysis 

Before sitting down to create a strategic 
plan to improve organizational efficiency, 
it’s important to do a full market analysis to 
identify your current market conditions.  It’s 
important to determine what the market 
looks like for your products and/or services. 
What the potential growth looks like for the 
future, and how this market information 
can assist you in further developing your 
organization, and your products and/or 
services. 

THINGS TO LOOK FOR INCLUDE: 

• Changes in market

• New products or services

• Changes in customer needs

• Economic and technological changes

• Changes in competition

• Changes in compliance requirements

MEASURING OPERATIONAL EFFICIENCY 2 

Feedback

Conduct stakeholder interviews and gather 
feedback from customers, suppliers and 
employees. This will give you a wealth of 
information into what goes on day-to-day, 
and will provide insight over and above the 
ratios and calculations. 

Regardless of how you measure the 
efficiency of your organization, there are 
some good questions to ask yourself, as you 
are evaluating performance: 

• What are the trends you see? Is the 
organization’s efficiency improving? If not, why 
and how can you make changes to improve 
efficiency?

• How do the ratio’s relate to the effort? Are the 
ratios improving or becoming worse?

• How do you compare to other similar 
organizations?

• How can you make better use of our resources? 
How can you utilize our current resources and/
or technology to make improvements?
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DEFINING THE STRATEGY3 

THE NEXT PHASE INVOLVES SIFTING THROUGH THE IMMENSE DATA TO 
DETERMINE YOUR RECOMMENDATIONS FOR IMPROVEMENT. Look at your 
organization, as well as each business unit to identify potential areas for 
improvement. Sifting through the measurement of results will take some time. Before 
you define your strategy and implement best practices, it is important that there is 
buy-in from senior management and key stakeholders of the organization. Once 
you have buy-in, define your strategy:

1. Develop your vision, mission and objectives for the next one, two and five years

2. Create specific operational effectiveness objectives, including quantifying 
revenues and costs

3. Develop an action plan with measurements—who will do what, when and with 
what resources

4. Determine how success will be measured

86 percent of business owners and managers spend less than one hour per month 
discussing strategy and 95 percent of a typical workforce doesn’t understand their 
organization’s strategy. Make sure you spend sufficient time defining your strategy 
and communicating it with your employees. 
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IMPLEMENTING THE PLAN4 
THE BUSINESS PROBLEM HAS NOW 
BEEN ADDRESSED and you have 
determined the variables impacting 
your operation. Once the strategy and 
plan are in place, it’s time to introduce 
and implement the plan to the rest of 
the organization. When executing your 
plan, ensure that you apply the following 
measures: 

• DEFINE VISION – Identify and clearly 
communicate the goals and how each 
goal will be reached—step by step. Clearly 
communicate the expected results

• IDENTIFY TEAM MEMBERS – Make sure you 
have a team in place, and that you have 
proper buy-in from team members and 
management

• CONFIRM RESOURCES – Ensure that 
you have adequate time, budget and 
resources to achieve goals

• PROVIDE STRUCTURE – Schedule 
meetings to discuss progress of 
implementation

• TRACK PROGRESS – Use a scorecard or 
automated system to track milestones, and  
highlight areas that lack progress

• PROVIDE CLEAR COMMUNICATIONS – 
Ensure clear communications on all 
aspects of the implementation strategy—
from the vision to the results. Reward 
successes.

AVOID SOME COMMON 
IMPLEMENTATION PITFALLS:

• Lack of ownership and buy-in from 
management and team members

• Lack of clear and consistent 
communication on objectives,  
goals and progress

• Vague planning and unclear  
expectations

• To much focus on the day-to-day  
and losing sight of the overall plan  
and objectives

• Lack of accountability and  
ownership from team members

• A failure to report on progress
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KEY PERFORMANCE INDICATORS (KPI’S)  
AND MEASURING RESULTS5 

MEASURING RESULTS IS KEY TO THE SUCCESS OF YOUR PLAN, as it will track 
whether you have accomplished your goals and objectives, and help keep your 
organization accountable. It’s important to track progress by assigning a Key 
Performance Indicator (KPI) or measurement criteria to each objective you must 
accomplish. You should have a target assigned to each objective that you chose  
to measure. 

1. Example: Decreasing average 
customer wait times from five minutes 
to two minutes. A KPI measurement 
may be:

• Five minutes – poor

• Four minutes – average

• Three minutes – above average

• Two minutes – good

• One minute – excellent 

2. Determine the length of time that you 
will be measuring the KPI 

Example: Once weekly, once monthly, 
once annually

3. Lastly, assign values to the categories 
of the KPI range, for example:

• Five minutes – poor – 1 

• Four minutes – average – 2

• Three minutes – above average – 3 

• Two minutes – good – 4 

• One minute – excellent – 5 

Monitor your KPI targets regularly and revisit set-up, as required. Communicate on-
going results within the organization.
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20 QUICK TIPS FOR INCREASING 
EFFICIENCY IN YOUR BUSINESS 

1. Streamline operations

2. Improve individual productivity

3. Identify process improvements and re-
design end-to-end business processes 
and procedures

4. Redesign end-to-end business processes 
and procedures

5. Replace manual tasks with automation,  
where required

6. Restructure departments within the 
business unit, including job roles and 
responsibilities 

7. Upgrade or integrate current systems

8. Reduce operational costs—reduce  
input to output ratio

9. Decrease redundant support costs 

10. Eliminate non-value processes

11. Consolidate data for simplified access

12. Reduce risk of technology failure/
extended outages

13. Improve the customer experience 

14. Facilitate faster time to market for 
products & services

15. Employ skilled consultants where you are 
lacking in-house skillsets

16. Reduce labour costs by eliminating 
wasted time and improving process flow

17. Reduce inventory costs 

18. Optimize equipment usage and increase 
capacity

19. Improve delivery time of products and 
services

20. Consider implementing an Enterprise 
Resource Planning (ERP) solution
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CONCLUSIONC 

Regardless of your business problem or the objective of 
your organization’s strategy and implementation plan, 
an efficient organization will allow you to be competitive 
in a dynamic environment. 

The first step to operational efficiency is defining your business problem, and the 
operational challenges that impede operations and increase operating costs. 
Identifying these variables and measuring the impact on your organization will 
allow you to reduce them, improve operations, and your bottom line. A clearly 
defined strategy and solid implementation plan with buy-in from management 
and accountability, is the critical equation for operational efficiency success. An 
efficient organization will allow you to cope with challenges your business faces, in 
a changing market.

If you are interested in learning more about how SYSPRO can help your organization 
implement Enterprise Resource Planning (ERP), and integrate core business 
processes for operational efficiency, contact us today. ERP solutions can drive huge 
improvements in the effectiveness of any business by:

• Defining business processes and compiling them throughout the supply chain

• Protecting critical business data through well-defined roles and security access

• Enabling you to plan workloads based on existing orders and forecasts

• Providing tools to give a high-level of service to your customers

• Translating data into decision-making information
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A COO’S GUIDE TO OPERATIONAL EFFICIENCY
How to Improve Organizational Efficiency in a Dynamic Manufacturing Environment 

ABOUT SYSPRO 

SYSPRO is a global leader in providing 
Enterprise Resource Planning Solutions. 
We’re not just another ERP Vendor—we are The ERP Partner that simplifies your success. Your 
partnership with SYSPRO ERP ensures continued success from the discovery phase right 
throughout the implementation, training and on-going support of your system.

Why choose SYSPRO as your ERP Partner?

GLOBAL LEADER IN 
ERP  
SYSPRO is one of the 
longest-standing, 
independent, 
international vendors of 
ERP business software 
solutions and services.

37 YEARS' ERP 
EXPERIENCE 
We have a wealth of 
knowledge to assist you 
in configuring a system 
tailored specifically to 
your business needs.

OVER 1600 ERP 
PARTNERS  
SYSPRO has a proven 
track record of 
managed sustainable 
growth and is 
operational in over 60 
countries, across six 
continents with over 
1500 channel and 
support partners.

MORE THAN 15000 
CUSTOMERS  
Backed by a dedicated 
and professional team, 
SYSPRO provides ERP 
software solutions 
and services to more 
than 15000 customers 
within vertical 
markets ranging from 
manufacturing and 
distribution to financial 
services.

98% CUSTOMER 
RETENTION  
Human relations is 
key to our approach, 
and as such, we 
have a 98% customer 
retention rate and an 
equally impressive staff 
retention rate.

EFFICIENT ERP 
IMPLEMENTATION 
By building a strong 
relationship with the 
right people in your 
organization, we create 
the perfect marriage 
of skillsets to ensure a 
smooth and efficient 
ERP implementation.

CLOUD OR ON-
PREMISE ERP 
SOLUTION 
The SYSPRO Software 
solution is accessible 
for cloud or on-premise 
utilization.

FULL INTEGRATION 
SYSPRO's fully-
integrated ERP Solutions 
will simplify your 
business success.
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