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Preface

This book represents a gauntlet—a challenge to those who administer, teach, and
learn in our colleges and universities. The future economic, social, and environ-
mental prosperity of the nation depends on creative management of services.

Services touch the lives of every person in this country every day: food ser-
vices, communication services, and emergency services, to name only a few. Our
welfare and the welfare of our economy are now based on services. The activi-
ties of manufacturing and agriculture will always be necessary, but we can eat
only so much food and we can use only so many goods. Services, however, are
largely experiential, and we will always have a limitless appetite for them.

Within the past decade, service operations management has been estab-
lished as a field of study that embraces all service industries. For example, under
the leadership of the senior author of this text, the discipline was recognized as
an academic field and designated as a separate track by the Decision Sciences
Institute (DSI) beginning with its 1987 Boston meeting. Next, in 1989, the Inter-
national Journal of Service Industry Management was inaugurated. Finally, the First
International Service Research Seminar in Service Management was held in
France in 1990, drawing participants from the fields of operations management,
marketing, and organizational behavior. This conference recognized the multi-
disciplinary nature of services and dropped the adjective “operations” in order
to emphasize the integrative nature of service management. Following the 1996
Orlando DSI meeting, a Web site (http:soma.byu.edu) was established to sup-
port faculty and students interested in the field of service management.

In this second edition, chapters on project management and managing ser-
vice inventories have been added to make the text appropriate for use in the in-
troductory course in operations management. Now all students of business can
have the opportunity of studying operations from the prospective of their future
employment in a service economy. As we discuss in the first chapter, only in ser-
vices are new jobs being created and many are in high-tech firms offering pro-
fessional salaries. Furthermore, entrepreneurial opportunities for creative stu-
dents abound in services.
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Preface

The second edition has been retitled to emphasize the three themes that run

throughout the book. First, this is a book devoted to the management of service
operations from an open systems view, which means that the customer is a par-
ticipant in the delivery process. Second, for services the “process is the product”
and, therefore, marketing and strategic issues cannot be separated from opera-
tions, which in turn cannot ignore behavioral issues associated with customer
contact. Finally, information technology is recognized as the enabler of continuous
improvement in productivity and quality in services.

This book acknowledges and emphasizes the essential uniqueness of service

management. These are some key features:

The book is written in an engaging literary style, makes extensive use of ex-
amples, and is based on the research and consulting experience of the au-
thors.

The theme of managing services for competitive advantage is emphasized
in each chapter and provides a focus for each management topic.

The integration of marketing, operations, and human behavior is recognized
as central to effective service management.

To dispel the common belief that manufacturing management principles
can be applied to services without recognizing the different operating envi-
ronments, the role of services in society and the uniqueness of service de-
livery systems are stressed.

Information technologies such as yield management and data envelopment
analysis are included as illustrations of the strategic role of information in
managing services.

Emphasis is placed on the need for continuous improvement in quality and
productivity in order to compete effectively in a global environment.

To facilitate pedagogical flexibility, all quantitative models are contained in
chapter supplements and in the final section of the book, Part VI.

To motivate the reader, a vignette of a well-known company starts each
chapter, illustrating the strategic nature of the topic to be covered.

Each chapter has a preview, a closing summary, topics for discussion, exer-
cises when appropriate, and one or more cases.

The instructor’s manual contains case analyses, exercise solutions, a video
library list, and supplementary cases and readings. For the second edition
PowerPoint lecture presentations are available on computer disks and com-
puter software to support two in-class games.

In the second edition the following pedagogical features have been added

to each chapter:

Learning objectives to help students focus on the key concepts to be explored
in the chapter.

Service Benchmarks to illustrate an outstanding example of excellence in ser-
vice.

Key Terms and Definitions are listed at the conclusion of the chapter as a quick
reference and reminder of the new vocabulary just presented.

Solved Problems are provided before the exercises to illustrate in detail the
steps to resolve a quantitative problem.
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Overview of the Book

Part] begins with a discussion of the role of services in an economy. We first look
at the evolution of societies based on economic activity, beginning with agricul-
ture and moving to industrialization and finally to service economies. Next, we
consider the distinctive characteristics of the service operations which lead to an
open-systems view of services. This section sets the stage and examines the en-
vironment in which services now operate.

In Part II, we begin by developing the strategic service concept followed by
a discussion of the generic competitive service strategies of overall cost leader-
ship, differentiation, and focus. The necessity of integrating marketing and op-
erations in services is first realized when a market position is established and the
competitive service strategy is formulated. For services, information technology
plays a central strategic role by creating barriers to entry, generating revenue,
being an asset, and being a source for productivity improvement. The competi-
tive role of information is captured in the concept of the virtual value chain
which is a new topic of the second edition.

Structuring the service enterprise to support the competitive strategy is the
topic of Part III. The service delivery system is engineered through the use of a
process flowcharting concept called blueprinting, which explicitly recognizes the
front office, where customer contact occurs, and the behind-the-scenes back-
office operations. Questions concerning the facility design and layout are next
addressed from the perspective of both customer participation and operations
efficiency. Using analytical models, the critical decision of where to locate the ser-
vice facility is determined. Finally, a new chapter on managing service projects
has been included in the second edition.

Management of day-to-day operations is addressed in Part IV. We begin
with the notion of the service encounter, which describes the interaction be-
tween service provider and customer in the context of a service organization. A
treatment of service quality follows naturally once we have established a cus-
tomer service orientation. The question of managing waiting lines is addressed
from a psychological viewpoint. A new chapter on managing facilitating goods
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