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Abstract

This paper analyses the means by which major innovations in the operations
management (OM) practice develop. It describes the process as having a life cycle
pattern that starts with a big idea. The big idea concept promises breakthrough
operating results, ultimately providing lower price, better quality, faster delivery, or
combinations of these and other attributes that add value for the customer. A
successful big idea goes through the phases of provenance, experimentation,
penetration, consolidation, and absorption. At that point, it is being incorporated
into business operations throughout the industry. If the original idea reaches the end
of its useful life or proves unsuccessful during development, it is supplanted.
Materials requirements planning (MRP) and supply chain management (SCM) are
used to illustrate the general life cycle model. The analysis of these two successful
major OM innovations discloses a similar development pattern but different final
absorption outcomes. While MRP became an everyday tool for tactical level
operations, SCM is an important strategic tool for integrated company management.
The similarity of their development patterns, however, supports the general nature of
the life cycle model introduced.
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Introduction
One of the characteristic features of business is permanent change. There are no two

days in the life of a company that would be identical. Some of the changes are minor

and reversible; others are major, having a long lasting effect on company operations.

Some changes may be unexpected consequences of random events while some are

intended, perhaps even planned, for a long period of time. Through these changes,

there is a more or less common objective, however, toward which managers direct

their operations. They are developing ways of meeting customer requirements more

effectively, with higher productivity, lower cost, or other performance measures appro-

priate to the times and business environments.

In this paper, we analyze some aspects of the seemingly chaotic process of develop-

ing a major innovation in operations management using a conceptual model of the life

cycle of new business ideas. Of course, every case is different; however, we find that

there are some common features that frequently appear with more or less the same

characteristics in the origination and fate of new ideas. In this paper, we first analyze

the development process in general, gradually building up and discussing the
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conceptual model and then we use two important cases to illustrate the model: (1) the

emergence, spread, and gradual expansion of the materials requirements planning

(MRP) concept and (2) the change from a purely technical distribution function to sup-

ply chain management (SCM) systems, one of the key strategic approaches to contem-

porary integrated company management. Both MRP and SCM have a fundamental

influence on how operations are managed in business today. The history of the two is

rather different but both illustrate the validity of our conceptual model.

“The big idea concept” section presents the “big idea” concept (an innovative idea

that promises to fundamentally change the operations and performance of an

organization). The reasons and sources of emerging a big idea and the conditions of its

successful implementation are discussed. “The life cycle approach to developing OM

practice innovation” section describes the life cycle approach to the development

process of OM innovations which eventually leads to either absorption or rejection of

the original idea. In the “Two examples to illustrate the development process” section,

the history of two major innovation processes, the introduction of the MRP and the

SCM concepts into practice, are analyzed. The “Conclusions” section summarizes the

conclusions, comparing similarities and differences of the two life cycles and their

actual impact on OM practice.

The big idea concept
The trigger for the development of a major innovation in managing operations is an

idea: a big idea. In this paper, our interest is on ideas that, at the time of their emer-

gence, seem to bear the promise of breakthrough results. Big ideas can have fundamen-

tal effects on a company’s operations and performance, thus attracting other firms in

the industry to use the idea. Such big ideas can appear in a variety of forms: as a

method of doing things, a technique for planning, using a new technology for solving

problems, a system of connecting activities, or a philosophy offering new approaches. It

is a common characteristic of these big ideas that even experts believe that they can

revolutionize some aspects or areas of business activity. They promise to lead to per-

formance improvement but they may not have yet gone through a conscious, planned

development process.

We believe that big ideas can be very important factors of business development.

Since they promise important positive outcomes, it is important to analyze the process

by which they are developed. Big ideas can affect an entire industry, so we focus our

attention on big ideas. Also, there is a body of literature that describes the big idea in

the general development process. (For a discussion of these processes, see Letscher [1],

Spell [2], and Williams [3]).

Since we are interested in the way that big ideas develop, we consider why and how

they emerge. Here are some reasons that have been suggested:

– The most important reason is probably the pressure that originates from the

constant changes in business mentioned in the introduction. There is an urge to

respond to those changes proactively and grab the ideas that seem to help handling

both the internal pressure (arising usually in the form of performance gaps and

dissatisfaction with processes and/or results) and the external pressure (stemming

from some competitiveness gaps or change in the market).
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– Management wants to be seen as innovative. It is a natural expectation inside

the company and socially conforming if they can meet this requirement that

they should come up with new ideas. It is, at least in many cases, also the

internal need of the managers who themselves seek new results. (Of course, not

only managers can come up with the big ideas—other professionals of the

company may also do so).

– Last, but not least, generating new ideas is part of the culture of competitive

companies. They certainly know that they can stay competitive only if they do so.

They learn from their own experience and by watching others that if they want to

differentiate themselves they cannot just follow industry trends.

Big ideas comply with these conditions, as they promise great (sometimes dispropor-

tionately high) results and often require relatively little effort to generate. The big ques-

tion, of course, is whether their acceptance and implementation can actually deliver the

results or not. The proof of this usually does not occur immediately but is a result of

the development process. For those who are able to implement the big idea, it becomes

a source of innovation and competitive advantage. But early discovery of unsuccessful

big ideas is important to save development costs and time for working on other big

ideas.

It is not easy to advance from a big idea to a successful innovation. Letscher [1] lists

a number of conditions that must be met to achieve this. These conditions may be

summarized as follows:

– To prove successful the big idea must fit the basic culture of the company and,

more generally, the society where it is applied. (Think of the difficulties and

differentiated results of spreading the Japanese management ideas and techniques

throughout the world.)

– It must offer significant benefits and the payoff must be proven by objective

assessment of the results.

– It must be supported and promoted by key users and influential leaders.

– It must get to the essence of the problem(s) it addresses, not just scratch the

surface. For this to occur it must be adaptable to the specific needs of the

companies applying the idea.

Of course, during the development of a new big idea, a company can tell whether

these conditions are met or not. Most major innovations stem from big ideas that

address fundamental, systemic components of operations management while other

ideas touch some specific (though perhaps important) limited activity. One should not

neglect these other ideas. For example, the Japanese car industry benefitted vastly from

the idea of “continuous improvement,” which means the serial application of many

“small” ideas. The spread of any successful idea, big or small, is not limited to

in-company processes, but may spread throughout the industry, as did the continual

improvement idea.

We acknowledge the importance of “small” ideas, but still concentrate in this paper

on big ideas that demonstrate the possibility of management breakthroughs. The

development process may not be substantially different between the small and big
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ideas. The adaptation by a company, the industry, and, ultimately, the OM profession

may be quite different, however. The application of a special tool, changing a process

in a specific way, or using some new material may lead to a better product or a less ex-

pensive process but rarely transforms the management of operations. For these reasons,

we will analyze the development process in terms of big ideas and will illustrate the full

life cycle with two very big ideas: MRP and SCM.

The life cycle approach to developing OM practice innovation
Businesses are among the most dynamic institutions in today’s society. Under the pres-

sure of fierce competition business, managers must quickly come up with new ideas in

order to survive. This is the main reason why most innovations in management origin-

ate in business itself rather than follow research results. Innovations that change

systems, modify processes, revolutionize business functions, have far-reaching impacts,

and otherwise affect general management practices are usually based on a big idea.

Thus the birth of a big idea is the first phase of the development life cycle.

The birth of a big idea

As shown in Fig. 1, the birth of a big idea initiates the life cycle of the development of

an operations management practice innovation. The big idea itself is often an answer

to some important question(s) arising from the changing requirements of business

operations. (A similar approach is found in Voss [4]) Once the development process is

initiated, it moves to the next phase: provenance.

Provenance

In the provenance phase, the big idea is put into practice and provides a competitive

advantage (the first mover advantage) for the company that introduced it. In this phase,

the idea has been shown to be successful; otherwise, the company would quickly

Fig. 1 Life cycle of OM practice development

Chikán and Sprague International Journal of Quality Innovation             (2019) 5:5 Page 4 of 13



abandon it. Regardless of whether the company developed the new practice for its own

internal or an external requirement, the competitive advantage is virtually impossible

to keep secret. Business partners, customers, suppliers, or competitors, or maybe all of

them, will learn of the new development.

In many cases, in order to make partnership improvements or to enhance their image

for marketing purposes, the originator company itself tells the story about the develop-

ment. The dissemination of information on the development continues during the

provenance phase, so other firms listen and learn about the innovation, thus leading to

the next phase of the life cycle, experimentation.

Experimentation

In the experimentation phase, other companies, often competitors in the same industry,

start imitating, copying, and modifying the new practice. The success or failure of these

new applications depends on the availability of details on the implementation, a correct

understanding of the innovation, and the similarity of circumstances of application.

Accordingly, this phase is characterized by the appearance of positive and negative

feedback about the new approach. As word spreads, new companies and circumstances

enter the scene and bring new resources to the experimentation.

As an example, consultants see business opportunities in understanding the

innovation and applying it among their clients. They give advice on how to use or

modify the new approach for their clients’ businesses. In the process, the consultants

are learning the real essence of the new approach. As knowledge is gained, the experi-

mentation phase gradually slips into the next phase, which is penetration.

Penetration

During the penetration phase, dissemination of information about the innovation con-

tinues and sparks additional interest among companies and consultants. If consultants

find the new approach adds value for their clients, they are ready to invest serious

resources to uncover the actual conditions under which the new system, method, or

approach can be successfully applied. They attend conferences, seminars, and other

professional events giving accounts of their results and relating their success stories.

In many cases professional associations, whose mission usually includes the dissemin-

ation of new knowledge, support these conferences. If the feedback is mostly positive,

they start to include this knowledge in their professional development programs’ syllabi,

seminars, and courses. The professional association sponsorship activities provide

credibility for the new approach which can lead to a positive spiral in implementations.

As penetration increases, the application of the new approach is less a source of

competitive advantage, but more a competitive necessity. If the new approach is not yet

fully deployed through the industry, however, those that do apply it can still enjoy an

advantage in the market.

Of course the new developments catch the attention of academics as well. As

evidence of the innovations’ popularity mounts, research projects are started to learn

the answer to an important question that cannot be asked before there are some coun-

ter examples: Why are some companies successful at implementation while others fail?
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It is in the penetration phase that the embedment of the innovation into the body of

knowledge starts. Answers to questions, like how is the new approach related to the “old”

ones, what is really new in it, what consequences can be drawn from our new knowledge

for future developments, are being incorporated. The turbulent processes of knowledge

gaining and generalization lead to the next phase of the life cycle: consolidation.

Consolidation

The consolidation phase is the result of accumulation of knowledge, both practical and

theoretical, that starts as early as the birth phase. This knowledge has made basically

clear the essence of the innovation, under what circumstances it is successful, how it

relates to previous practices, and how it is related to the other professional activities of

the company. At some point, the conditions appropriate the market to expect all

companies in the industry to use the new approach. Once the innovation becomes part

of the common body of knowledge, it is the subject of academic textbooks and

professional associations’ development programs. Once there is deep penetration and

widespread successful use, the approach continues smoothly and it becomes soil for the

life cycle to start again and the next phase: absorption.

Absorption

Absorption is the last phase of the life cycle. If successful, the one-time big idea

operates as part of everyday practice throughout the industry. It is discussed as part of

the common body of knowledge in professional meetings, university classrooms, and in

client engagements by consultants. Ultimately, another big idea will come along to

supplant the current innovation, its useful life will be over, and the life cycle will come

to an end even though some elements of the current practice may appear in future

innovations.

But not all big ideas lead to absorption. Negative experiences in any of the earlier

phases can lead to declaring the big idea unsuccessful. When a big idea does not

succeed, researchers will still work on understanding the reasons for failure in order to

provide insights that could be useful for the next big idea. It may turn out that any

early success of the new approach was the result of some unique circumstances or had

unexpected side effects later. It can happen that not all conditions for successful appli-

cations were revealed in previous phases or the new approach cannot be combined

with other, perhaps better emerging big ideas. In these and other cases, the big idea

fails and the life cycle finishes with decline and abandonment of the new approach.

Two examples to illustrate the development process
In this section, we describe two big ideas that are well known in operations management

(OM), material requirements planning and supply chain management. Both of them arose

from a big idea and are now well absorbed into the body of OM knowledge. In the next

pages, we describe them, using the life cycle model to illustrate their development. Both

have had a major influence on how operations are managed today, especially in the

production aspect of business where new value for the customer is physically created. We

will also point out how big ideas in operations management evolve and that there is

considerable continuity as new concepts are built on previous big ideas [5].
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Material requirements planning (MRP)

The planning of materials requirements as an engineering/business activity is as old as

industrial production itself. The materials and components to be used for creating a

product always have to be determined and scheduled to arrive in advance of use in

production. However, we had to wait until the late 1960s when the development of

information technology made talking about material requirements planning (MRP)

“systems” possible. These systems made possible an integrated management approach

to solve the ancient problem.

There is a rich literature describing the development of MRP (see Mabert [6] for

example). We use this literature and the life cycle model (Fig. 1) to trace the growth of

MRP into a fully absorbed operations management practice. The big idea that launched

the development was to use emerging computing power to do three things. The first

was to calculate the total number of all the parts needed to complete the products to

be produced. Secondly, manufacturing or purchasing times were then used to schedule

the arrival or production of these parts in time for their use in production. Finally, the

plans would be recalculated frequently to adjust the schedules to changing conditions.

The provenance phase was the early and mid-1960s when IBM promoted material

planning software applications. They also joined with J.I. Case, a relatively small tractor

manufacturer, to introduce an MRP like system for the company. The experimentation

phase started in the late 1960s when George Plossl, Joseph Orlicky, and Oliver Wight,

consultants with manufacturing management experience, began working with compan-

ies to implement MRP systems. As they worked with different companies in different

industries, they gained knowledge about limitations, variations, and modifications that

improved the generality of the concept and increased interest.

The penetration phase was boosted at the national convention of the influential

American Production and Inventory Control Society (APICS) where the consultants

were given program space. Moreover, the consultants convinced APICS to initiate

an “MRP crusade,” thereby spreading the idea throughout American manufacturing.

As the MRP development moved into the consolidation phase, interest was growing

among academics and textbooks began to appear [7, 8]. In 1974 and 1975, IBM

sponsored a seminar for leading academics. These led to an improved understand-

ing between academics and practitioners about the nature and significance of MRP.

The amount of penetration and consolidation was underscored by the sale of

several hundred thousand copies of a 1975 MRP article in the Harvard Business

Review [9].

At this point with the absorption phase of MRP expanding, another big idea arose. It

was sparked by the question “Can the MRP concept be extended to resources other

than materials?” The provenance phase of this big idea was characterized by two factors

in the economy. First was the rapid development of information technology that accel-

erated the availability of new computer capabilities. The second was the need for more

integration of business processes to meet the Japanese productivity challenge. As

experimentation with different resources (e.g., financial and human) and penetration

into non-manufacturing industries occurred, there was a consolidation around the

concept of MRP II. This was an integration of the planning of material and other

(mainly financial) resources. Thus, we see the emergence of another big idea emerging

from the MRP development life cycle.
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Academicians played a crucial role in the experimentation and penetration phases of

the follow on of both the MRP and MRP II concept. Their research activity was very

practice oriented, helping to understand and explain the operation of MRP and its ex-

tensions. Even though the theoretical background can be traced back to the 1950s [10],

truly theoretical research came much later than related areas like inventory manage-

ment or service systems (queuing systems). It is clear now that the strict mathematical

analysis of MRP systems came only very recently, first of all by the works of

Grubbström (The latest of a long list of papers is Grubbström [11], for newest develop-

ments and extensions see Bogataj-Grubbström [12, 13]).

Despite some arguments about the breadth of integration possible, consolidation

around the concept of MRP II continued. This led to charges of “MRP imperial-

ism” (i.e. that advocates were trying to include all operations management activities

in MRP II) and others concerns about the highly appreciated just in time (JIT)

systems, which could be connected to the success of Japanese manufacturers.

(Indeed, at the First World Congress of APICS in Geneva, 1985 there was a

session “MRP and JIT: friends or enemies?”) Nevertheless, the experimentation with

MRP II involved incorporating not only additional resources but also other manu-

facturing practices into MRP II.

Now MRP is part of practically all major management software packages as well as of

all operations management textbooks. It is a natural part of company operations and is

absorbed into the common body of management knowledge. The integration of

additional resources and management practices into the MRP framework continues.

We can follow the process of its development leading to MRP II and, ultimately, the

development of Enterprise Resource Planning (ERP) (see Jacobs-Weston [14] and

Samson-Singh [15]). The MRP development life cycle is presented in Fig. 2.

Supply chain management (SCM)

As with materials requirements planning, supply chain management has existed as a

business function since the industrial revolution. The coordination of the flow of mate-

rials between suppliers and users, parts and assemblies between plants providing differ-

ent aspects of production, and finished goods between producers and consumers has

always been necessary. Independent organizational units (e.g., inventory management,

transportation, warehousing, etc.) performed this task in the early part of the twentieth

century. The big idea that launched the development of supply chain management

(SCM) was that of integrating these independent units to achieve synergies [16].

Again, like MRP, it took some technical, competitive, and international changes to

move SCM development to the provenance and experimentation phases. Among these

changes were the advances in information technology in the mid-twentieth century

that, in addition to increased computing power, enabled improved communication

between units. The competitive pressures led to two big ideas in business strategy. One

was the concept of core competencies; in which companies concentrate resources on

those areas of activity in which they have competitive advantage. This led many com-

panies to outsource non-core functions. Another was the increasing focus on customer

satisfaction, which led to “marketing warfare,” separating of marketing and sales, and

disclosing the importance of the physical flows in satisfying customers properly.
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Increasing international activity in both sales and sourcing led to more complex

coordination requirements.

In Fig. 3, Ballou [17] has a depiction of the development of SCM that shows the

sequence of activity integration over time. Prior to 1960, coordination is performed by

a collection of independent activities. By the late 1900s, those activities related to

production are integrated in a pattern similar to the development of MRP. During the

same time period those activities associated with getting the product to the customer

are integrated into Physical Distribution (PD). The early development of PD was

focused on outbound shipments and the integration of internal activities. A detailed

description of the classical PD processes can be found in McKinnon [18] and for

references on the connection between production, physical distribution, and purchasing

see Spekman et al. [19].

In Fig. 3, one can see an example of big ideas in Operations Management evolving

over time. As economies were found in the early phases (i.e., provenance and experi-

mentation) of PD development, the next big idea, the logistics concept, entered the

provenance phase. The logistics concept was to integrate the material flows with the

customer flows. As experience with logistics increased, the next big idea was to

integrate the other company functions and the customer into the supply chain manage-

ment system. These big ideas evolved with considerable continuity and now are in the

realm of the next big idea: integrating SCM into ERP.

Fig. 2 The MRP life cycle
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As these developments moved forward, the professional association was changing as

well. Prior to 1960, the various independent activities, like warehousing and transporta-

tion, had their own individual professional associations. The National Council of

Physical Distribution (NCPDM) arose to accommodate the Physical Distribution

concept, taking in many members from the individual associations. The NCPDM

evolved into the Council of Logistics Management (CLM) to accommodate the logistics

concept. The organization is now known as the Council of Supply Chain Management

Professionals (CSCMP) [20].

During the 1990s, the concept of SCM was already in the penetration and consolida-

tion phases. It was already widely known and was a common topic in both practitioner

and academic conferences. There still are discussions about its contents, questions

about what it should be called, whether there is anybody that actually manages the

chain, and whether it is a chain or network. Through more integrated operations and

concentrating on core competences (hence building strong external relations), we have

reached a point where no company can seek success without being part of an efficient

supply chain (network). Concrete real world examples, however, tend to describe only

dyadic relationships and no longer chains of multi-level, multi-company activities.

As for researching SCM, one cannot see any major impact of academics on practical

development since most academic research also tends to be restricted to the dyad.

After decades of research, there is still some academic debate about SCM: What is it,

what is included, and where are its boundaries within and between companies. The

literature is vast, with many attempts to synthesize knowledge–with partial success.

Since the SCM concept itself has become broader and broader, new aspects of analysis

became necessary [21]. There are also indications of new need in the practice-oriented

Fig. 3 Evolution of supply chain management
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literature (see Cousins et al. [22]). Johnson-Borger [23] argue that the development is

organic and means just extending the original big idea (Physical Distribution) to a com-

prehensive, integrated (almost all-inclusive) function. Still the SCM life cycle develop-

ment process can be illustrated as shown in Fig. 4.

Conclusions
Our conclusions are based on the comparison of the two life cycles (Figs. 2 and 4),

which show the same pattern but the contents and consequences are rather different.

Both their big ideas were born in practice. Both were developed during their experi-

mentation and penetration phases. Both are results of developments in computer

capability and well-identified business needs. Both had the support of academics and

consultants as well as professional associations. Moreover, both have been absorbed

into the fabric of everyday business activity. As such, their development over time

basically followed the same life cycle through their widespread distribution.

However, there are important differences. MRP, for instance today, basically exists

deep inside sophisticated computerized systems as a tool for tactical operations. The in-

formation generated by MRP is used to determine when and how many parts are to be

produced on a particular machine. On the other hand, SCM is considerably more stra-

tegic in its scope and can involve suppliers and customers in coordinating the flow of

material. Interestingly, despite the magnitude of change in practice and the breadth of

implementation of both innovations, many of the individual physical activities remain

the same as before. For example, parts are still produced on machines and trucks are

loaded or unloaded today just like 50 years ago. Nevertheless, these big ideas have

transformed the landscape of business practices for the better by adding value for the

customer.

Fig. 4 Life cycle of SCM

Chikán and Sprague International Journal of Quality Innovation             (2019) 5:5 Page 11 of 13



The prospects for further innovations in operations management is indicated by two

features we discovered during the analysis of the life cycles. The first is that, during the

development of both MRP and SCM, there were several “offspring” (like MRP II and

ERP from MRP and logistics and outsourcing from SCM), which are based on new big

ideas. These and others open up the possibility for the start of new life cycles. The

second important observation is the increasing integration of using MRP and SCM.

This is reflected both in the practitioners’ approach (illustrated by the merger of two of

the most powerful professional associations in the management of operations, APICS

and SCC) and in the supporting literature [24]. These developments may point to the

future of integration within and among firms in a number of industries. This integra-

tion is elevated to an even higher level with the appearance of cyber-physical systems.

The analysis of these processes is still in the initial stage (see for example Klötzer and

Pflaum [25] and Oborski [26]). The developments until now seem to support the

message of this paper.
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