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Preface

The focus of this book

This book is about the management of operations in service organisations. Our
objective is to help students and managers understand how service performance
can be improved by studying service delivery and associated management issues.
Service delivery is the focus of this book, yet we recognise that success depends not
only on the obvious territory of operations in managing processes and resources,
but also in understanding how operations managers must be involved in aspects of
the organisation’s strategy, the service concept, organisational culture and the way
in which employees are motivated and managed. How well a service is delivered
reflects the ability of the organisation to pull all these strands together, providing a
service that meets the demands of its various stakeholders, providing appropriate
and achievable service to customers while meeting required financial targets.

The book also focuses on the service sector. This sector encompasses many types
of organisation: public sector, voluntary, mass transport services, professional
services, business-to-business services, retailers, internet services, tourism and hos-
pitality, for example. We do not focus on any particular type of service but seek to
cover the many decisions operations managers in all these organisations face.

We also refer to many aspects of ‘business performance’, not simply ‘profit’.
Although many organisations are motivated by profit, most operations are also
assessed on their costs, revenues and adherence to budgets, customer loyalty and
technological leadership, for example. We have sought to provide examples and
illustrations from many different organisations and many countries and areas to
reflect the diversity of service organisations.

Who should read this book?

This book is intended as a textbook for those who want to build on knowledge of
the basic principles of operations management. It will also serve as a handbook for
operations managers in service organisations as they seek to develop and
implement operations strategies. Specifically, it is intended for:

e Undergraduates on business studies or joint studies degrees or those specialising
in hospitality, tourism or the public sector, for example, who wish to enhance
their understanding of service operations management.

» MBA students who are managing service organisations and want to stretch their
understanding of the area and assess and improve their operations.

e Executives who want to focus on certain aspects of service delivery, such as design,
capacity, recovery, performance measurement or service strategy development, for
example, in order to challenge and change their own organisations.
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Distinctive features

Operations focused. This text has a clear operations focus and is concerned with
managing operations. It explores operational issues, problems and decisions. It
exposes undergraduates to the problems faced by service operations managers
and helps practising managers deal with those issues.

Frameworks and tools. Each chapter provides tools, frameworks and techniques
that will help students and managers not only analyse existing operations but
also understand better how they can deal with the issues that operations
managers face. The frameworks, approaches and techniques will vary from topic
to topic and will include, for example:

— a list of key points to bear in mind when making decisions in a particular area

- a diagram or chart showing the relationship between two variables or sets of
variables to help position an operation or help identify the nature of the
relationships

— a list of questions, checks or tests that can be applied to a situation
- ways of quantifying or assessing qualitative variables
- the key stages in undertaking a particular activity.

Real-world illustrations. Operations management is an applied subject so each
chapter includes a number of short illustrations, case examples, from around the
world that show how organisations have either identified or dealt with the par-
ticular issues being discussed.

Underpinned by theory. Appropriate theoretical underpinning and devel-
opments are included and we have tried to explain them in an unobtrusive and
accessible way. References, web links and suggestions for further reading are
provided for anyone wishing to undertake more work in any particular area.

Managing people. A key task for operations managers is managing people and so
this book contains a significant ‘managing people’ element. This includes not
only employees but also customers, as well as managing and changing the
culture of the organisation as a whole.

E-service. Information technology, e-service and virtual operations are integrated
into the book and their operational implications explored in detail.

State of the art. The book contains some of the most recent ideas and
information, covering in particular world-class service, performance management,
service concept, service recovery, guarantees, satisfaction and service processes.

Summaries. Each chapter concludes with a bullet-point checklist summarising
the key points in terms of the chapter’s objectives.

Web links. We have provided some web links at the end of each chapter which
will provide further information about the subject material or suggest some
service organisations that are demonstrating interesting service operations
approaches.

Questions for managers. At the end of each chapter there are some questions
aimed at practising managers, which they can ask of their/an operation. We
hope that these questions will encourage you to apply the material in the
chapter to your situation and allow you to understand better, challenge and
improve your service operations.

Discussion questions and further readings. We have also provided some general
discussion questions, aimed at undergraduates, to help them both assess and
apply the material to a variety of situations. There are also some suggestions for
further reading.

Case exercises. Fach chapter, with the exception of the final chapter, concludes
with a case exercise suitable for class discussion. The cases are short but focused
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on the topic and are a rich source of material for debate and development.

e Instructor’s manual. An instructor’s manual is available to lecturers adopting
this textbook. It can be downloaded from www.pearsoned.co.uk/johnston and
includes PowerPoint slides of the figures in the book, which are also available on
disk. It provides detailed questions to go with the cases and bullet-point answers
to the questions. Suggested teaching schemes are also provided.

Feedback and ideas

We would welcome feedback and suggestions to help us develop our textbook. In
particular we would like to know how you use the book, and if you have any sug-
gestions for web links, readings or case examples, for example. Please do not
hesitate to contact us: bob.johnston@wbs.ac.uk; g.clark@cranfield.ac.uk.
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Chapter 1

Introduction to service
operations management

Chapter objectives

@ to explain what we mean by service
operations management

@ to define ‘service’

@ to describe some of the key challenges
faced by service operations managers

e to identify different types of service and
service process

® to discuss how to judge the success of a
service operation

@ to explain the structure of the book.

1.1 Introduction

We come into contact with service operations every single day. We are customers or
users of a wide range of commercial and public services, such as childcare services,
hospitals, shops, schools, holiday firms, police services, restaurants, television and the
internet. Indeed, many of us are responsible for delivering service not only as part of
our jobs, in organisations such as those just mentioned, but also as part of daily life for
our friends and families: providing cooking and cleaning services, ‘taxi’ services,
organising holidays and providing emotional support services.

Service operations management is concerned with delivering service to the
customers or users of the service. It involves understanding the needs of our
customers, managing the processes that deliver the services, ensuring our objectives
are met, while also paying attention to the continual improvement of our services. As
such, operations management is a central organisational function and one that is
critical to organisational success.
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It is important to note at the start of this book that service operations covers a far
broader field than simply those services that are provided by businesses for
consumers. The principles we describe apply to all operations that deploy resources in
order to deliver some form of service. These services will include:

e business-to-consumer services (e.g. financial services, retail, leisure)

® business-to-business services (e.g. consultants, office equipment provision and
support, communications)

e internal services (e.g. personnel, information technology (IT) services)
s public services (e.g. police, education, health services)
» not-for-profit services (e.g. charities, faith organisations, aid organisations).

In this book, we give a detailed coverage of service operations issues and we provide
many tools and frameworks that managers can use to understand, assess and improve
the performance of their operations. While the development of operations management
as a discipline has its roots in production management,! this text concentrates on the
service operations issues, although many of the concepts are equally relevant to manu-
facturing organisations. Indeed, all manufacturing companies provide services, such as
customer support through the provision of aftersales service and customer training or
internal service functions such as human resources (HR) or IT or business-to-business
services with organisations in their supply chain.

In this introductory chapter, we will introduce some key concepts and share the main
problems and challenges facing many service operations managers.

We need to be clear about what we mean by service and service operations man-
agement. We will start with service operations management.

operations management

Service operations management is the term that is used to cover the activities,
decisions and responsibilities of operations managers in service organisations.
These managers are often called operations managers but many other titles are
used, such as managing partners in consultancy firms, nursing managers in
hospitals, headteachers in schools, fleet managers in transport companies, call
centre managers, customer service managers, restaurant managers and so on.

All these people have a number of things in common:

e They are responsible for the service operation - the configuration of resources
and processes that create and deliver service to the customer (see Figure 1.1).

¢ They are responsible for some of the organisation’s resources (we refer to these as
inputs — see Figure 1.1), including materials, equipment, staff, technology and
facilities. These resources often account for a very large proportion of an organ-
isation’s total assets, so service operations managers are responsible for much of
an organisation’s cost base.

e They are responsible for some or all of the organisation’s customers (sometimes
referred to as clients, patients or students, for example) and/or the things
belonging to their customers, such as their parcels or orders.

e They are responsible for ‘processing’ their customers or their parcels or orders.
For the managing partner in a consultancy firm this might involve overseeing
meetings with clients, data gathering, analysis and report writing. For the
nursing manager it might involve overseeing patient admissions, tests, treatment
and discharge. (The service process is the set of activities or steps in the delivery
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e They are also responsible for the goods and services delivered to their customers.
The nursing manager delivers (discharges) recovering patients together with their
prescriptions for medicines and outpatient appointments. The managing partner
delivers the final report and the solution to a problem to the client. Thus service
operations managers are responsible for generating most, if not all, of an organ-
isation’s revenue/income.

Service means many different things in many different contexts. When we talk to
managers it is clear that the word service conjures up many different images. For
some it is synonymous with complaints or customer care, for others it is the
equivalent of the logistics function or internal services such as accounting or
personnel. For others it means the 10,000 mile check-up on their car. The word
‘service’ is used to describe around 80 per cent of economic activity in developed
nations, including, for instance: retail and hospitality services, corporate legal
services, banking services, social services, television and radio services, even
massage services. Little wonder ‘service’ can be tricky to define.2

Let us use the example of a hospital to provide some clarity.

A hospital is a very complex service organisation. A hospital employs large
numbers of staff, from cleaners and porters to highly skilled surgeons. It will care
for hundreds of patients each day, through many different specialists departments,
each providing a range of treatments. Managing this service operation is extremely
challenging. The complexity is in part due to the volumes of patients and the wide
range of treatments available, but also due to the fact that, like many service organ-
isations, hospitals comprise many different service operations that must be
coordinated and linked together in order to deliver healthcare to their customers.
For the hospital, these include reception services, diagnostics, pharmacy, theatres
(Where operations on people are carried out), restaurants, physiotherapy, security
and so forth. In addition, there are the internal services such as information
systems support and finance. Case example 1.1 about Singapore General Hospital
contains a description from the chief executive officer who explains what is meant
by service and how he tries to achieve it. :

From the customers’ perspective, service is the combination of the customers’
experience and their perception of the outcome of the service. The customer
experience at a theme park, for example, includes the experience of the rides and the
restaurants and the outcomes will include the food and drink, the emotions of
enjoyment and exhilaration and the customers’ view of value for money at the end of



