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Preface

’-l—h‘e academic field of operations management has often been called production manage-
ment or production and operations management because of its close ties to manufacturing
management. Now, however, roughly 80% of the U.S. economy falls within the “services”
domain, giving a new perspective to operations management. The future careers of business
school students tend to be even more extreme in their tilt toward services. Further, even
traditional manufacturers such as Ford and General Electric now derive large portions of
their revenue from their service businesses, rather than from their physical products.

The challenge before the operations management community is to keep our field
growing and relevant by embracing the service economy. This book is written in response
to that challenge.

Many traditional operations management tools and techniques presented by text-
books with manufacturing examples are also valuable in services firms, such as project
management, process analysis, or inventory management. However, even with these tra-
ditional tools, the context and emphasis of their application in a service business often
differs radically from a manufacturer. Consequently, this book contains many topics
found in general operations management texts, but discusses those topics exclusively
from the viewpoint of a service sector manager.

Other tools and concepts, such as yield management, data envelopment analysis,
experience management, and scoring systems, are used nearly exclusively in services.
Not only are these topics not found in traditional operations textbooks, but the major case
study writing institutions also ignore them, leading to a general dearth of teaching mate-
rial for these topics. Here, we not only include explanatory material for these topics, but
also provide original case studies to offer the decision-oriented learning environment
favored by many students.

The book is organized around both qualitative and quantitative themes, starting
from a “top down” look at operations. The first half of the book is largely qualitative and
presents conceptual frameworks to guide strategic operational decisions. The second half
of the book is largely quantitative and focuses on using techniques to achieve the goals
set forth in the strategically oriented material.

This book contains the following features:

Learning objectives precede every chapter to keep students focused on key concepts.

Ten original case studies are included. Four of these case studies are class-length
cases that have been classroom tested in several business schools. Collectively, the class-
length cases in Chapters 9, 14, 15, and 16 have been used in at least 20 business schools,
including Stanford, University of Calgary, University of Pennsylvania, University of South-
ern California, INSEAD, Oregon State University, and many others. Four of the shorter
case studies have also been extensively classroom tested in several business schools.

Classroom tested quantitative chapters. Many faculty are surprised that such difficult
quantitative topics as Data Envelopment Analysis, scoring systems, and yield manage-
ment can be taught to non-Ph.D. candidates. Even though this book is a first edition, the
quantitatively oriented chapters have been classroom tested in a course that received
high student ratings.
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Boxed features throughout the text, Service Operations Management Practices,
provide practical contexts for theoretical points.

The Student CD-ROM contains the data and calculations for the examples in
the text, as well as data for the case studies.

The Instructor’s Resource CD (ISBN 0-324-13559-9) includes answers to
chapter-end problems, discussion of cases, and PowerPoint® presentations.

Special thanks go to Michael Ketzenberg, Colorado State University, for writ-
ing the chapter on project management, and Steve Walton, Emory University, for
writing the chapter on environmental strategies. Sherry Oh, University of Calgary,
and Vicente Vargas, University of San Diego, also provided valuable additions to
this work.

We would also like to thank our publishing team at South-Western/Thomson
Learning: Charles E. McCormick, Jr., Senior Acquisitions Editor; Mardell Toomey,
Developmental Editor; Larry Qualls, Marketing Manager; and Tamborah Moore,
Production Editor.

Finally, we would like to thank the following reviewers for contributing their
wisdom:

Elliot Bendoly
Emory University

Ken Boyer
Michigan State University

Alan R. Cannon
Appalachian State University

Barb Flynn
Wake Forest University

David Ho
Oklahoma State

Kenneth J. Klassen
California State University, Northridge

Ted Klastorin
University of Washington

Renato de Matta
University of lowa

Behnam Nakhai
Millersville University

Timothy Vaughan
University of Wisconsin-Eau Clair

Rohit Verma
University of Utah
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Introduction: Services
in the Economy

Learning Objectives

The material in this chapter e Define “operations.” e Categorize services
prepares students to: according to the “customer
e Delineate the differences contact model” and the
* Understand how and why between goods and services. “service process matrix” and
services dominate the U.S. understand the managerial
economy. ramifications of those

conceptual models.

Why study service operations?

Several reasons make services, and the operations of services in particular, wor-
thy of study:

® Service firms constitute an overwhelmingly large percentage of the economy of
every industrialized nation, the size will only increase, and it is by far the most
likely economic sector in which business school graduates will be employed.

* Despite the size of the service economy, academic research has largely ignored
services. The relative lack of attention given to services provides a competitive
edge to those students who pursue its study.

® Many services have characteristics that are strongly different from goods. Conse-
quently, specialized and different managerial techniques are employed in ser-
vices than are employed in many manufacturing firms, and knowledge and expe-
rience gained from studying manufacturing settings does not always transfer to
services.

This chapter sets the stage for the study of service operations. Here, we will dis-
cuss the what, why, and how of service operations: What services are, why service
operations should be studied, and two different views of how to look at service firms
in frameworks that can help in organizing thought.



