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Introduction

This text is about how to manage and improve the operations in service organisations. The service sector is the largest part of most economies, and is growing. Furthermore, service is an idea that is not confined to the service sector; it has important implications for all types of organisations. And of all aspects of service, its operations activities are especially important. They are the parts of the organisation that create and deliver service to customers. The service could be that delivered to customers inside an organisation, such as staff in other functions, or the service provided by public sector organisations, voluntary organisations, mass transport services, professional services, business-to-business services, retailers, internet services, tourism and hospitality. In this text we do not focus on any particular type of service, but seek to cover the many decisions faced by operations managers in all these organisations. To illustrate this diversity, we have provided examples from many different types of service organisations and from many parts of the world.

Service operations management is important. Operations managers are, more often than not, the people who are responsible for most of the costs in an organisation and most of the revenues. After all, they manage most of the people and physical assets. Operations managers deliver the ‘profit’ (monetary or ‘social’). In this text, we refer to many aspects of ‘business performance’, not simply profit. Although many organisations are motivated by profit, most operations should also be assessed on broader criteria such as long-term costs, revenues, risk, adherence to budgets, customer loyalty and technological leadership.

Service operations management is also very challenging. We have captured many of the challenges that operations managers face every day, and the text is structured around how to deal with those challenges. Managing operations is also exciting because it crosses many conventional disciplines. Service operations often have to deal directly with customers, often in real time, so part of the excitement comes from the immediacy of operations; dealing with the needs of a stream of customers, managing the staff and making operational decisions to ensure the delivery of an appropriate quality of service at an appropriate cost.

The aim of this text

The aim of this text is to provide a clear, authoritative, well-structured, easy-to-read and interesting treatment of service operations management. But conventional management disciplines and functional boundaries are, to some extent, artificial. This is why the reader will find ideas and theories that come from marketing, strategy and human resource management, as well as conventional operations management. Our objective in writing this text 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 text, 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 employees and customers 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 and providing appropriate and achievable service to customers while meeting required financial targets.

The Covid-19 pandemic

This publication was written before the COVID-19 pandemic had its impact on the world and, significantly for this text, on the nature of many service operations. As we go to press, it is not possible to forecast with any degree of confidence how much the pandemic will have affected service operations. That there will be some impact is certain. Exactly what the impact will be, or how much it will affect the day-to-day lives of service operations managers, is less certain. By the time you read this, many service operations practices may have changed. Some ideas that, at the time of writing, were assumed to be fundamental, may have to be adapted. Some types of operation may even no longer exist in their old form. So, if there are the occasional ‘gaps’ between what we have written and current reality, please forgive us. However, be assured that the underlying philosophy of how service operations should be managed, and the central importance of the service sector, will not have altered.

Who should read this text?

This is intended as a text 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:

• 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.

• Executives who want to focus on certain aspects of service delivery, such as customer experience, process design, capacity management, improvement, creating high-performance teams, performance measurement, world-class service or service strategy development, in order to challenge and change their own organisations.

Distinctive features

• Operations focused. This text has a clear operations focus and is concerned with managing operations. It explores operations-based issues, problems and decisions. It exposes students to the problems faced by service operations managers and helps practising managers deal with those issues. Each of the main chapters addresses how to deal with a particular problem or challenge.

• 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 particular issues being discussed.

• International. The real-world illustrations – examples in the text, case examples and case exercises – are drawn from many countries to show the diversity and international nature of operations issues and activities. (We have included a list of the case examples later.)

• Underpinned by theory. Appropriate theoretical underpinning and developments 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 a particular area.

• Managing people. A key task for operations managers is managing people, and so this text 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.

• Technology-based service. Rarely have technologies had such an impact on services, so information and communications-based technology services are integrated into the text and their operations implications explored.

• State of the art. The text contains some of the most recent ideas and information, covering in particular world-class service, performance management, service concept, the customer experience and service processes.

• Summaries. Each chapter concludes with a checklist summarising the key points, structured using the main chapter sub-headings.

• Discussion questions and exercises. At the end of each chapter there are some questions aimed both at students and at practising managers. We hope that these questions will encourage readers both to test their understanding and to apply the material in the chapter.

• Further reading. The topic keeps developing, so we have also provided some suggestions for further reading that should both develop the basics of the topic further and extend its scope.

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

• Instructor’s manual. An instructor’s manual is available to lecturers adopting this text. It can be downloaded from www.servops.net and provides detailed questions to go with the cases and bullet-point answers to the questions.

• Servops.net is the instructor’s companion website for our text. Besides the instructor’s manual it provides a range of presentations in PowerPoint and Keynote formats to suit a range of teaching styles, experience and time constraints. The site also makes available a series of video screencasts in which the authors explain their approach to teaching each topic. Servops.net also gives instructors a series of lesson plans and handout designs.

Feedback and ideas

We would welcome feedback and suggestions to help us develop our text. In particular, we would like to know how you use the text, and if you have any suggestions for web links, readings or case examples. Please do not hesitate to contact either Michael Shulver at michael.shulver@me.com, or Nigel Slack at nigel.slack@wbs.ac.uk


New features for this edition
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Since the previous edition of this text, sadly our dear friend and colleague, Bob Johnston, has died. His inspiration and support are missed by all who worked with him. But his enthusiasm and love for service operations management is, hopefully, reflected in this new edition. We have incorporated some new topics and updated the content in several ways, many of which Bob was actively working on.

To help us with this task we welcome Professor Nigel Slack to the author team for this fifth edition of the text. Nigel worked with Bob for many years and brings a wealth of experience in authoring his market-leading texts in operations management and operations strategy.

The previous edition of this text was published in 2012 and the subjects of service operations management and service management have advanced in that time. As a result, we have made quite a few changes to this edition. In particular, we have changed the chapter order to reflect a more up-to-date and logical structure – our apologies in advance to those classes who are still using the fourth edition. This has allowed us to expand our coverage, especially of the topics that have become more prominent since the previous edition. There are more things we want to do in future editions and we always appreciate and welcome the feedback we have had, which has led to many of the changes we have made. In summary, the changes have included:

• A new chapter structure based around four groupings of topics – framing service operations, understanding customers, delivering service and improving service operations. Following on from which:

• A new, more helpful structure diagram.

• More emphasis on how the topic being discussed is applied specifically in service organisations.

• Coverage of the growth in the service sector generally, and the various types of service organisation.

• A new chapter on service innovation.

• Although a few of the more relevant case examples from the previous edition are retained, most case examples are new, while others have been updated.

• We have added ‘worked examples’ in most chapters to help understand how the concepts can be applied.

• The addition of ‘counterpoint’ features in most chapters that provide comments or criticisms of conventional theory and/or practice.

• Fourteen new end-of-chapter case exercises (the old ones from the previous edition can be accessed at servops.net).

• A new look and format.


Case examples and exercises
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Part I


Framing service operations
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The aim of Part I is to introduce some of the fundamentals of service operations that will form the foundation of later topics.

This part consists of four chapters:

Part I Contents

1 Introduction to service operations

2 The world of service

3 Service strategy

4 The service concept
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Chapter 1

Introduction to service operations
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This introductory chapter starts by exploring what is meant by service, as distinct from the manufacturing of physical goods, and then looks at the general contribution of operations management before exploring what is distinctive about operations management in service organisations, what its responsibilities are and why it is so important.

Learning objectives

• To define the characteristics of services and understand the implications and limitations of these characteristics

• To be able to explain what service operations management is

• To understand the importance of service operations management

• To be able to understand the multiple perspectives on service operations management

• To gain an appreciation of the challenges faced by service operations managers

Introduction

We all use service operations. Almost certainly we use them every day, and almost certainly they are important in our lives. Service operations treat us when we are ill, transport us to wherever we need to go, serve us meals, sell us goods, connect us to social media, entertain us and (hopefully) educate us. Service operations are everywhere, and we are their customers. Many of us are also responsible for serving others, not only as part of our jobs, 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 when needed. But if service is both widespread and important, why aren’t the services that we consume, as customers, better? Why do we wait too long to be seen at a doctor’s surgery? Why are we asked for the same information twice (or more) by the same organisation? Why does the parcel not arrive when it should?

As customers, we all have stories of those times when we have been let down by services and, hopefully, we also have stories of those times when services have delighted us. The difference between good and bad service is how well the services have designed, organised and run their service delivery operations. When service is poor, it is often because those responsible for creating and delivering service have not used their organisational resources effectively. In other words, it is a failure to deploy the principles of service operations management. That is what this text is about – the nature, character and challenges of managing service operations. The principles of service operations management that we describe in this text apply to all types of service organisation, indeed any organisation that uses resources in order to provide some form of service. We give detailed coverage of the main issues and challenges for service operations, and provide the 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,1 this text concentrates on those operations issues that are particularly relevant to service organisations.

However, every organisation, without exception, is involved in service to some degree, and so a knowledge and understanding of service operations management can make a real difference to their success. Many of the concepts are equally relevant to manufacturing organisations because all manufacturing companies provide services, such as after-sales service and customer training, and internal services such as HR or IT support. Furthermore, manufacturing organisations are increasingly under pressure to differentiate by enhancing the service aspects of their offering and to increase service revenues. The later sections and chapters of the text deal specifically with these challenges, but first we will introduce several key concepts, starting with what we mean by ‘service’.

1.1 What is ‘service’?

It may seem like an easy question, but answering ‘what is service?’ has proven to be remarkably difficult. One might reasonably reply, ‘as opposed to what?’. Most early definitions of ‘service’ took the question to mean, ‘what is a service, as opposed to a manufactured product?’. From the early 1980s, the main distinction between services and products (now disputed) was that services are characterised by the following:

• Intangibility, in that they are not physical items.

• Heterogeneity, in that they are difficult to standardise.

• Inseparability, in that their production and consumption are simultaneous.

• Perishability, in that they cannot be stored.

These four features of services are known as the ‘IHIP’ characteristics. They are worth studying, even though they have been the subject of some considerable academic debate.

Intangibility

The most obvious characteristic of a product, as opposed to a service, is that it has physical form – one can physically touch a motor vehicle, a garment or a burger. By contrast, a pure service, such as theatre performance, a consultation with a doctor or financial advice, cannot be touched as such. The resources that carry out these services may be tangible, palpable and material, but not the service they provide. As one authority put it, ‘a service is something that can be bought and sold, but which [you] cannot drop on your foot’.2 Certainly, when compared to physical products, it can be difficult to define the ‘boundary’ of a service. What a product is, and what it is not, is a relatively clear distinction, whereas the limits of what constitutes a service may need constant maintenance. Which is why service operations are frequently at pains to educate customers as to what they can and cannot expect from their services.

However, there are several problems with the idea that all services are intangible. First, many services have a tangible element as part of what they are offering. A motor vehicle service often involves (physical) replacement parts; meals and drinks are an essential element of an air journey; education services may include the provision of physical supplementary material such as (hopefully) books. Second, if we accept the argument that service is intangible, even if the resources providing the service are not, this does not mean that those physical resources are unimportant to how customers view the service. The life-support equipment in an intensive-care unit of a hospital is vital to the service provided, as is the state of the aircraft to an air journey. Third, and related to the last point, customers are unlikely to distinguish between the intangible and tangible elements of service. In fact, for many services, such as some retail services, the quality of service may be judged mostly on the tangible elements of the service. Finally, it could be argued that services involve some kinds of changes to customers (or their surrogates, such as their parcels sent by courier), and customers are certainly physical.

Heterogeneity

Heterogeneity means that each time a service is delivered, it will be different because the needs and behaviour of customers will, to some extent, vary. Customer behaviour is never totally predictable. No matter how well a service is designed, customers may still request a service beyond the limits of the service provider. Ask the operator of a bank’s contact (call) centre, or of a technical helpdesk, or emergency service, and they will report on customers asking for service well beyond their scope. Yet such services are directly exposed to their customers’ requests, and they must be dealt with. Moreover, when any service involves an interaction with the service staff of a provider, the exact nature of the contact will inevitably vary each time an interaction takes place. Even with considerable staff training, different staff will probably deal with different customers and their requests in different ways. In fact, neither customer nor service staff behaviour is either totally predictable or controllable, all of which makes achieving standardisation difficult. Yet there are significant cost efficiencies for any operation if it can achieve some degree of standardisation. However, heterogeneity is not exclusively a characteristic of services. Many physical products are valued for their variation. Customised products are valued for their lack of standardisation, as are craft or artistic products, which are idiosyncratic by nature.

Of course, service operations will attempt to reduce the range of possible interactions. They will signpost what a service can and cannot do, they will transfer ‘non-standard’ customers to a more appropriate service and they will provide guidance for staff, all of which can reduce, but not completely eliminate, variety. Such heterogeneity makes the full standardisation of services particularly difficult. Yet technology can help. For example, many years ago, financial services realised the value of ATMs in standardising service (in an admittedly limited way), after which the use of online (internet) banking allowed some scope for inappropriate requests to be filtered out. It is also worth noting that in some services, heterogeneity is welcomed because it can provide avenues for potential development of the service. For example, a customer request could provide the stimulus for a new variant in an organisation’s service offering, or perhaps even the development of a brand-new service.

Inseparability

Inseparability, in this context, means that the production of services and their consumption occurs simultaneously. In other words, the service provider (who ‘produces’ the service) is often physically present when its consumption by a customer takes place. In education services, a tutor explains concepts while students (attempt to) comprehend them, doctors listen to their patients, diagnose them and recommend treatment with the patient present, consultants provide analysis and guidance directly to their clients, and so forth. This is distinctly different to physical products that can be first produced and then consumed by the customer. The implication is that, unlike physical products, services cannot be consumed assynchronously, which, in turn, means that businesses that want to meet all demand for their services must have sufficient capacity in place to meet that demand as it occurs.

Yet, while this inseparability is true of those personal services such as some types of education, healthcare and consultancy, it has never been true for services where it is a customer’s possession or resources that are the ‘recipient’ of the service. So, for example, many widely used business or consumer services, such as transporting freight, laundering clothes or performing routine cleaning, are most commonly performed in the customer’s absence.3 Furthermore, technology has worked to reduce this characteristic in many services. In education, lectures can be recorded and viewed independent of their creation and student queries can be posted online, to be answered at a later time. Healthcare websites can help customers understand their conditions and advise on further diagnosis or treatment. Most organisations now understand the power of FAQs to decouple the production and consumption of information-based elements of service, and so on. For many services, the ubiquity of asynchronous communication tools such as SMS and email mean that previously face-to-face and immediate communication is now separated in time, to the mutual benefit of the server and the customer. (Asynchronous communications can be sent at any time, without regard to whether or not the receiver is ready.)

Perishability

A further consequence of the difficulty of storing service, and the idea of inseparability, is the characteristic of perishability. It means that services, in effect, have a very short ‘shelf life’. They may even perish in the very instant of their creation: the jokes in a stand-up comedian’s performance perish as they are told. Even if she tells the same joke on the next night, the performance and reaction could be different – it is a different service. Similarly, if a hotel room is not sold for a particular night, it has perished. The same room for sale on the next night is a different service. This means that matching capacity with demand, or managing demand to fit capacity, becomes particularly important to avoid underutilised resources and lost revenue. Often, ‘dynamic’ pricing is used to manage demand. So, for example, hotels will discount their rates in quiet times, or the comedy venue might offer discounted drinks and reduce entry fees in order to fill up demand in the early part of an evening.

However, again there is criticism of this characteristic. Whether one accepts the idea of perishability partly depends on what one regards as ‘stored services’, and partly on how one views the consumption of a service. First, let us deal with the issue of whether services can be stored. For example, the hotel’s ‘room for a night’ cannot be stored, but what is a hotel but a ‘store’ of rooms? All service operations ‘store’ many of the resources that they use to create their services. The resources do not necessarily ‘perish’. Hospitals ‘store’ medical technology, universities ‘store’ knowledge and so on. Second, what is meant by the ‘consumption’ of a service? If ‘consuming’ the performance of a stand-up comedian is simply experiencing the moment of the performance, then that particular service has indeed perished. However, if one treats the utility of the performance, say, in how it makes one feel, then the utility or value of the performance lasts longer. It might make one feel better for weeks or months. It might even change one’s life forever. Medical treatment may be over in hours or minutes, but the effect could sustain for far longer. So, perishability depends on whether it is treated as a time-defined issue, or by judging the continued benefits from a service.

Table 1.1 Summary of the IHIP characteristics of service










	IHIP service characteristic

	Meaning

	Example

	Definitional problems with the characteristic






	Intangibility

	Not having physical or material form

	Education services (e.g. universities) enhance students’ (intangible) knowledge

	
Many services include tangible as well as intangible elements

The resources that provide the service are important and tangible

‘Tangible’ customers are transformed by services





	Heterogeneity

	Every service is different, difficult to standardise

	Primary healthcare services should respond to each customer’s (patient’s) individual requirements and treat/advise accordingly

	Heterogeneity is not only a characteristic of services




	Inseparability

	Production and consumption are simultaneous

	When attending a live theatrical performance, the value lies in the ‘immediacy’ of its presentation

	May be true for personal services but has never been true for services where it is a customer’s possession or resources that are the ‘recipient’ of the service




	Perishability

	Service ceases to have value after a relatively short time

	If a passenger train service is half empty for a journey, in effect half of that service has ‘perished’; it cannot be used if it has not been used

	
Even if the activity of performing a service cannot be stored, the resources can

The value of a service can endure far longer that its consumption







Table 1.1 shows a summary of the IHIP characteristics of service, with an explanation of what each means and some of the definitional criticisms of using each characteristic to define service. From this, and the previous discussion, two points become clear:

• None of the IHIP characteristics is unique to services as opposed to physical products. They are all definitionally questionable to some extent, which explains why a very considerable amount of academic discussion has been generated by them. However, if one is concerned ‘broadly’ and ‘generally’ with how services are different to physical products, and the implications of those differences, then the characteristics are a reasonable starting point.

• Technology has had a significant effect – both on the extent to which the IHIP characteristics apply and how the limits that they place on service operations can be overcome. In particular, the development of information and communication technology has opened up many new types of service offerings. And although these technologies may have diluted the applicability of the IHIP characteristics, of far more importance is the potential they give to the development of services. (We deal with service technology in both Chapters 7 and 11.)

1.2 What is service operations management?

The principles of operations management (in any kind of organisation, service or non-service) are broadly the same. Essentially, operations management is concerned with transforming a set of inputs into outputs. This is usually illustrated as an input–transformation–output model, as shown in Figure 1.1. Some of these inputs, such as people (employees), technology and knowledge, are ‘transforming resources’, and they act on other inputs, such as materials, information and customers, that are ‘transformed resources’. The purpose of this transformation process is to produce some combination of products and services. Within the transformation process (which is normally referred to simply as ‘the operation’), transforming resources are organised into an interconnected network of processes, through which transformed resources progress.

Figure 1.1 The general input–transformation–output model of operations management
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However, note two important points about an operation’s resources. First, they include not just internal resources, but also those that can conveniently be accessed (usually through suppliers). This means that an operation need not necessarily own the resources that it uses. It could have supply agreements that allow it to access resources as and when there is the need. Second, an operation’s resources are more than the buildings, technology, equipment and facilities that form the physical fabric of the operation. They even include more than the physical presence of the people that staff the operation. They include all the intangible elements, such as skills and knowledge, together with the intrinsic capabilities, relationships and understandings that have developed, such as those with suppliers and customers. In other words, although the easily quantified resources such as technology, facilities and staff are clearly important, it is the knowledge, skills and capabilities that they embody that can be even more important. This concept of the centrality of service resources, and how they create value, is a fundamental principle in the idea of service dominant logic (SDL), which we will describe in the next chapter. SDL distinguishes between operant resources (skills and knowledge that are usually invisible and intangible) and operand resources (tangible assets). SDL views knowledge and skills as the primary basis of a firm’s competitive advantage.

Resources and processes

Resources and processes are the two vital ingredients of all operations, and much of operations management is concerned with how they are managed. Both resources and processes are fundamental to how any enterprise creates value. However, it is the interaction between resources and processes that is key to the effectiveness of any operation. They are not physically separate things; they are simply a way of thinking about what goes on in an operation. More importantly, resources and processes impact on each other. An operation’s resources will constrain what its processes are capable of doing. Just as important, the experience gained over time by an operation’s processes can add to the capability of its resources. This mutual dependency of resources and processes is a particularly important point that helps us understand how operations improve their capabilities over time. It is also a point that we shall return to when we examine service operations improvement (see Chapter 15).

How any principles, or any models, are applied in practice will depend on the context in which they are applied. A common principle (for example, that the quality of a product/service should be judged by how it affects its intended customers) can be interpreted in very different ways depending on the nature of the customers being served (for example, their expectations, previous experience, etc.).

How is service operations management different from general operations management?

The input–transformation–output model is a broadly applicable generic model that applies to all types of operation, whether service or manufacturing. So, what is it about service operations that is different? Put simply, it is the relative importance of the various inputs to the transformation process. Whereas in the generic model of operations management, the transformed inputs are classed as some combination of materials, information and customers, service operations management is characterised by the importance of the customer (or the customer’s surrogate) as the central input to the transformation process. So, service operations, such as entertainment, healthcare, education, passenger transport, banking contact centres and hairdressing, ‘transform’ their customers directly. Customers have some degree of ‘presence’ as the service is ‘produced’. These services change something about the customers themselves – for example, their state of mind, physical or mental health, knowledge, location, security or appearance. Other service operations still add value for their customers, but do so by working on (transforming) their customers’ surrogates. For example, most of the operations effort in banks consists of working on their customers’ financial information, mail and parcel delivery services move customers’ letters and packages and garages repair their customers’ vehicles. Because the work on customers’ surrogates does not make them any less of a service, their customers will still judge the performance of their operations in much the same way as in more direct services. Nevertheless, the degree of ‘visibility’ of the service that customers have is an important factor in how a service is managed, and we shall be returning to the issue.

If it is the importance of the customer’s presence in the operation that makes service operations management distinctive, it follows then that ‘service’ will mean different things depending on the type of customer being served and the nature of the service that is being provided. The service provided by a local restaurant or gym will be quite different to that provided by a large cloud computing service, such as Microsoft, to its business customers. Therefore, it is useful to consider service operations not just from the perspective of the operations resources and processes themselves, but also from the perspective of the customers who receive the service. This means that the generic operations management input–transformation–output model needs reconfiguring to reflect both operations and customer perspectives and, just as crucially, the overlap between them. This idea is shown in Figure 1.2. We will deal with each perspective, and then how they overlap.

Figure 1.2 The input–transformation–output model of operations management interpreted to reflect the high customer-contact nature of service operations management
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Service – the operations perspective

All operations tend to be complex. Service operations managers need to manage the interaction between all the various input resources and shape them into processes. For example, a hospital employs large numbers of staff (or employees – we use the terms interchangeably), with a variety of skills, from cleaners and porters to transplant surgeons. It will care for hundreds of patients each day, through many different specialist departments, each providing a range of treatments. Managing this type of service operation is extremely challenging, not only because managers are dealing with life-and-death situations every hour, but also because of the complexity of the operation. 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, as with many service organisations, hospitals comprise an internal ‘ecosystem’ of many different service processes that must be coordinated and linked together. In effect, a hospital is an extended network of services and processes. For the hospital, these processes include reception services, scanning and diagnostic services, pharmacy services, operating theatres (where procedures are carried out), catering, physiotherapy and so on. In addition, there are the support processes that may not deal with customers (patients) directly, but which indirectly contribute to the smooth running of the hospital. These processes include information systems support, equipment and building maintenance, human resource services, training and finance. Externally, the hospital interacts with other service organisations such as the local ambulance service, social care organisations, voluntary organisations, specialised laboratories and so on.

Services have different characteristics

The consequence of the customer (or surrogate) being present within the service and therefore having some visibility of the operation’s activities can be summarised by the IHIP characteristics that we described earlier. These are:

• Intangibility, in that they are not physical items.

• Heterogeneity, in that they are difficult to standardise.

• Inseparability, in that their production and consumption are simultaneous.

• Perishability, in that they cannot be stored.

And, although these characteristics are not ‘pure’ in the sense that all types of service fully conform to them, they do indicate some of the ways services are different to products.

Table 1.1 showed a summary of the IHIP characteristics of service, with an explanation of what each means and some of the definitional criticisms of using each characteristic to define service. Table 1.2 extends this to show some of the implications for service operations and how any potential negative impact could be limited for each characteristic.

But not all services exhibit these characteristics to the same extent. In fact, different services delivered by the same operation can vary considerably in how they conform to the IHIP characteristics. For example, a university might use a variety of ‘learning experiences’ to educate its customers (students). These might include:

Table 1.2 Some implications of the IHIP characteristics on service operations management










	IHIP service characteristic

	Meaning

	Implications for managing service operations

	Ways of limiting the operations impact






	Intangibility

	Not having physical or material form

	Difficult to define the ‘boundary’ of intangible elements of service

	Manage customers’ expectations as to what the service comprises




	Heterogeneity

	Every service is different, difficult to standardise

	
Customers could ask for elements of service that are difficult to predict and may be outside the operation’s capabilities

Difficult to achieve the significant cost efficiencies that result from some degree of standardisation


	
Manage customer expectations

Staff training to cope with a wide variety of requests

Transfer of ‘non-standard’ customers to a more appropriate service





	Inseparability

	Production and consumption are simultaneous

	
Services cannot be easily stored

To meet all demand, service operations must have sufficient capacity in place to meet demand as it occurs


	
The use of technology may be able to separate production and consumption

Customer guidance can reduce the need for contact (e.g. the use of FAQs on a website)





	Perishability

	Service ceases to have value after a relatively short time

	
Services cannot be easily stored

Matching capacity with demand (or vice versa) is important to avoid either underutilised resources or lost revenue


	
Accurate demand forecasting helps to plan service capacity

Capacity and/or demand management helps to match capacity and demand (e.g. through dynamic pricing)







• Conventional, non-interactive lectures, where a relatively large number of students listen to a lecturer give a lecture that she has (probably) given previously and where students take notes as they listen.

• Pre-recorded sessions, where an expert ‘talks to camera’, maybe including some illustrative material. Students can access these sessions online at their convenience.

• Small group tutorials, where students work on exercises and discuss them among themselves, guided by a tutor.

• Individual ‘counselling’ tutorials, where an individual student discusses their learning with a tutor who explores possible gaps in the student’s understanding.

The characteristics of these four services are illustrated in Figure 1.3. In none of the services are there many, if any, tangible elements, although notes may be available online that some students may prefer to print. However, on the other characteristics, the services differ widely. At one extreme, individual counselling tutorials are not at all standardised, occur when student and tutor are together and cannot be stored. They are a customised experience. By contrast, each pre-recorded session is totally standardised, students can experience it whenever they want and it is always available in its ‘stored’ state online. It is a ‘product-like’ service.

Figure 1.3 The ‘IHIP’ characteristics applied to four learning services at a university
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What is significant about this type of analysis is not simply that different services are, well, different, it is the implications of those differences that is significant. In this case, the pre-recorded session requires the provision of production and editing technology as well as the ability to view the session at any time and on any medium. The individual ‘counselling’ tutorial, by contrast, requires little, if any, technology, but does call for significant diagnostic and counselling skills from the tutor. Planning the availability of the pre-recorded sessions is largely a matter of scheduling their accessibility at the appropriate time to be viewed by students. However, planning the individual tutorials will be more complex. Many tutorials can be scheduled with students in advance, but there will always be the need to allow for ‘emergency’ tutorials for those students with problems. The tasks that operations managers need to engage with if they are to manage the competing requirements of different services include choosing and implementing appropriate technology and facilities, selecting and developing the people who staff the operation, making sure that there is sufficient capacity to meet some level of demand, designing the processes through which customers receive their service and running day-to-day activities.
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Case example

Sara Davies is the Team Manager at Scarlets Rugby Club – a service operations manager4
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It is enjoyed by millions, but managed by a few. Sport is a mass service that needs managing like any other service, and it has one of the most attentive and passionate groups of customers (fans) who are devoted to the team or individuals they support, sometimes fanatically. Managing this type of service requires dedication.

Sara Davies is the Team Manager at Scarlets Rugby Club, and she is a service operations manager. She was prepared for what is a demanding role, partly by her sports development and coaching degree but also by her early experiences in ‘Young Farmers’.5

I was a member of Young Farmers from eleven – so the things I learned there about public speaking, taking minutes, doing competitions, and so on, have been very helpful. Also, being club secretary for my university rugby team has been just as helpful as my formal education. I read for a Sports Development and Coaching degree because I thought I wanted to be a Rugby Development Officer, but I never dreamed that I’d be working in professional rugby. As I developed through my university days I was carrying out more of the off-field roles and really enjoyed them. What I like most about the job is the pressure. I may be calm on the outside, but, like the proverbial swan, I’m paddling away like mad underneath. In one of the early meetings with our coach, Brad Mooar, Brad asked us why we do what we do. Most people came back and said, ‘because I love it’, and that is true for me. It would be impossible to deal with the pressure, and the long hours, unless we loved what we do.’

The Scarlets are one of the four professional Welsh rugby union teams and are based at Parc y Scarlets stadium in Llanelli, South Wales. They play in the Pro14 and European Rugby Challenge Cup competitions. Scarlets’ 54-strong squad of players is supported by the head coach and his back-room staff, including playing coaches, strength and conditioning coaches, physiotherapists and analysts. The job of ensuring that the match squad, coaches, support staff, medics and the ‘kit man’ get to every fixture in one piece, in good condition and ready to play, falls to Sara. While the biggest part of Sara’s role concerns travel planning and logistics, and general administration, she is also responsible for player welfare, budget control, match day and match build-up operations, and scheduling player appearances, both for the team and for individual players.

Logistics is particularly important. About 50 per cent of the club’s fixtures take place ‘away’ (from home), with many Pro14 fixtures involving journeys to northern parts of the United Kingdom, Ireland and South Africa. European Challenge Cup fixtures could involve trips to anywhere in mainland Europe.

Nearly all flights are with regular commercial airlines but we will charter if we need to. Luckily most of the clubs that we play against in the Pro14 are adjacent to quite good airports, and we can reach these from Cardiff. We’re always looking for ‘high performance’ first, and if there is anything about the travel arrangements that might detract from that aim, then we will seek alternative arrangements such as a charter. Obviously, another aspect of the away fixtures is booking accommodation, meals, accommodating specific diets and so on. For the overseas games, all the equipment has to be packed onto the aircraft, and an important implication of flying with the equipment is that everything has to be inventoried in case the airline or airport security want to inspect any particular bag.

Sara manages several budgets, the biggest of which is for travel to fixtures.

I have my travel budget, but exactly how I spend it is up to me in terms of travel and logistics. I am also aware of staff and player salaries and the medical budgets, which vary considerably from season to season. For example, last season we had a huge number of game-related injuries, most of which we could not predict. However, there are some types of injury that we can predict to some extent, and we try to intervene to prevent these. These include training-based muscle pulls and strains. To try and keep our players in optimum physical condition, we try to mirror the same patterns and levels of activity in the non-playing and playing seasons.

Throughout the year, a great deal of Sara’s time is absorbed by coordinating ‘player appearances’. The range of player appearances is broad and complex. Players may appear at such events as TV interviews, public-speaking occasions, kids’ camps, local charity events, commercial (hospitality) events, shaking hands, kissing babies, leading mascots on to the field and so on.
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On every match day we have ‘the match day 23’ (a mix of players and coaching staff) who are involved in meeting children, signing photos, posing for selfies, meeting commercial partners and speaking at pre-match events. The public expectations around player appearances can be challenging. Nearly everyone on the street thinks they know the players, and that the players know them. Many players are good at remembering the names of the fans, but not all. A smile is often not enough, and a ‘not now’ to a selfie request is perceived as rude. This kind of interaction with fans can be especially difficult when the team has lost.

Everything that Sara and the team does has to be carefully planned and scheduled.

Google Calendar is our shared scheduling tool. I find I am literally routinely inputting every day manually all scheduling information into our calendar. Surprisingly, in the playing season things are simpler, because each week is very similar, but pre-season there is a greater variety of activities to be planned. We put in all this data and the schedule shows up on everyone’s phone. Normally, we schedule backwards from a game day. So we have, game day minus 1, game day minus 2 . . . , etc. For example, game day minus 1 is ‘captain’s run’ and a team meal. Game day minus 2 is double rugby, Game day minus 3 is a recovery and rest day, and so on.

On game day there is the formal handing in of ‘match cards’ to the referee. (Each team must fill in a match card listing the players’ and replacements’ names. The match cards are given to the referee prior to the commencement of the game and then held by the fourth official during the game.) During half time, and sometimes during play, Sara may be called by the live TV commentary team to speak about progress of the game. Even after the game, Sara’s job is not finished. There is a post-game management catch-up to organise, mostly looking at medical issues, and a ‘ward round’ to ensure that everyone is OK. This information is important because it will impact on Sara’s plans for the following week. She also has to ensure that players have their after-match meal, meet sponsors, etc. On a match day, depending on kick-off time, it can be 11.00 pm or later before Sara finally finishes work for the day.



Service – the customer perspective

It is the customer experience that gives service operations management its essential nature. By customer experience we mean the customer’s direct and personal interpretation of, and response to, their participation and interaction in the service process and its outputs. The experience involves the customer’s journey through a series of contact points and process steps. An experience is perceived purely from the point of view of an individual customer and is inherently personal, existing only in the customer’s mind. This means that no two people can have the same experience. And, while customers often experience service in social or work groups, the experience is essentially an individual one.

The customer experience is made up of many different aspects. Partly, it is a response to the degree and nature of personal interaction with service staff. Yet individual customers may also interpret a service based on the reaction of the social or work group within which they receive service. If your work group likes a service, it could influence your reaction to it. Customers will also react to their perception of the responsiveness and flexibility of customer-facing staff. Another influence on the customer experience is the perceived degree of intimacy with the service. Even those service settings that are mediated by information technology and which seem impersonal, such as internet-based services, may try to promote a convincing illusion of intimacy and service. Finally, the extent to which the customer feels valued by the service organisation can have a profound impact on the service experience. Value may be demonstrated by ‘qualifying behaviours’, such as the courtesy and competence of staff, but also in signals of friendliness and pleasure at serving the customer. A simple ‘Hello Mrs Phillips, nice to see you again!’ can be powerful in building positive service experiences.

Service outcomes

Service outcomes describe, from the customer perspective, the results of being processed and of having their ‘state’ (mental and/or physical) changed by their experience. The main categories of outcome are ‘products’, benefits, emotions, judgements and intentions (see Figure 1.2):

• Products. The qualifying outcome of service is the ‘functional’ output of the process and experience. Products are outputs such as the food and drink provided by a restaurant, or the ability of a delegate on a training course to construct a spreadsheet, or the new heart for the transplant patient. Products are qualifying in the sense that unless they are delivered up to a baseline or threshold level of performance, then the other outcomes are largely irrelevant.

• Benefits. Provided the service product is delivered confidently under specification, then the next outcome on which the customer judges service are the benefits provided. Benefits are one of the main reasons why a customer will have chosen the service provider. Benefits inform the customer perception or judgement on whether and to what degree they have ‘profited’ or gained from the service provided, their experience of it and the ‘products’ provided. The customer makes a judgement as to how well their requirements and needs have been met. Ultimately, the perception of benefits is a judgement about quite a broad conception of value. The patient who has undergone the heart operation will benefit from a longer and more active life. The benefits for students will be better job prospects or higher salaries and/or new capabilities and skills. The benefit of using a firm of consultants may be reduced costs and/or greater commercial success. The judgement about benefits includes consideration of the financial cost of invoking the service, the time committed by the customer and the relative and sometimes long-term advantage accrued.

• Emotions. Experiencing a service results in the customer feeling emotions, of which there are many hundreds, including joy, surprise, love, fear, anger, shame and sadness. In a hospital, the patient hopefully experiences a well-managed stay, where they feel at ease and assured throughout, with minimal pain and inconvenience. A student at a university may have an enjoyable and challenging experience, with some memorable lectures and seminars and exciting extra-curricular activities. A senior manager employing a firm of consultants will hopefully feel assured, with increased confidence to pursue a particular strategy. The latter example is quite important, as it is too easy to consider emotions only in the context of business-to-customer services. Recipients of internal service and business-to-business service can and will have feelings about their service provider, which in turn are derived from their experiences.

• Judgements. As was indicated in our earlier discussion of benefits, an outcome of the service from a customer’s point of view will be their conscious or unconscious assessment of the service provided, their experience and the perceived benefits gained. The customer will make judgements about their perceived value of the service received, but also about issues such as fairness (or equity). The idea of value is complicated, but here we will define it as the customer’s assessment of the service provided, their experience and the benefits derived, weighed against all the costs involved. These assessments and feelings, conscious or unconscious, will then be manifested as a feeling of satisfaction or dissatisfaction (an emotion) about the overall service as well as individual elements of it.

• Intentions. The customer’s judgements, good, bad or indifferent, will result in intentions such as the intention to repurchase or not, the intention to recommend the received service to others, or the intention to complain or not. These intentions may or may not result in action.

The outcomes described above are not mutually exclusive. The customer’s evaluation of any one component will have an influence on other outcomes. (This was implicit in viewing the product as a ‘qualifying’ outcome.) There is a hierarchy building through the outcomes, and customers’ judgement in one area can reinforce but also detract from (or balance) the judgement of other outcomes. For example, an inspirational learning experience may help a student better understand their subject material and thus benefit from greater knowledge and confidence. However, outcomes may conflict – for example, when a patient feels disappointed that the outcome of their operation was unsuccessful (of no benefit for the patient), yet the patient is nevertheless highly satisfied with the way they were treated during their hospital stay (the experience). Often customers are unable to make informed judgements about certain outcomes (as in the case of this patient). Customers may feel uncertainty about whether a garage service is doing ‘appropriate’ things under the hood of their car. Most people have little idea what is going on in the innards of their vehicles. Therefore, those things that the customer can understand often inform the judgement of outcomes. In the case of garage, it might be the comfort of the sofa in the waiting room, or the quality of coffee from the coffee machine.

The outcomes discussed above are those that can be directly perceived and/or experienced by the customer. There is also another set of outcomes that may or may not be visible to and appreciated by the customer, but are important because if they are not achieved to a satisfactory level, the more direct customer outcomes would not be achieved either. For example, a hospital may have clinical targets such as waiting times, numbers of operations to be performed and recovery rates. They are also likely to have operational targets such as theatre utilisation rates, and financial targets such as adherence to budgets. These overarching organisational outcomes are concerned with meeting targets and objectives. To be successful, an operation has to meet both its desired customer outcomes and organisational outcomes. Service operations management plays a vital role in achieving both these aims.

Where the operations and customer perspectives meet

An understanding of both the operations and customer perspectives is important for service operations managers. Yet the core of most services is where these two perspectives meet. Indeed, customer participation is the very nature of service. One of the most important, intriguing and challenging aspects of managing service operations (certainly when compared to manufacturing operations) is that service operations ‘process’ customers or their surrogates. The theme park cannot physically provide the rides unless customers turn up, a nurse cannot give an injection unless the patient is physically in the same place. This means that the customer’s experience is an intrinsic part of the operation’s process (as was implied in Figure 1.2). As a result, the customer sees much of the process and, in many cases, plays a key role in the process itself, as well as receiving the service – thus service is a two-way flow between operation and customer. However, it is important to note that customers may not see and/or experience the whole of the process; they will only be involved in the ‘front office’ (the overlapping section in Figure 1.2). The ‘back office’ contains tasks that are carried out usually unseen by the customer, such as cooking the food in restaurants, or baggage handling at an airport. This overlap of the process and the customer’s experience, together with the direct involvement of the customer in many services, makes the job of a service operations manager particularly challenging, exciting and, at times, frustrating.

Co-production and co-creation

The terms ‘co-production’ and ‘co-creation’ are used to indicate those circumstances when customers collaborate with the service operation to produce/create value. This was an idea that emerged over 40 years ago, originally describing the way citizens could get more involved in public sector services.6 It is not unusual for customers to play a central part in the services they receive. They take themselves around the supermarket shelves, pick the items, take them to the check out, sometimes scan them, then pack them and transport them to the car. Alternatively, they could reduce the extent of their participation and go for a home delivery service that lets the retailer pick, pack and deliver the goods, though customers still have to get involved in ordering online. Similarly, patients visiting the doctor with an ailment are required to describe their symptoms and discuss alternative treatments.

This idea of customer involvement is important because, in effect, the distinction between the traditional roles of ‘producer’ and ‘consumer’ are blurred. The term co-creation comes from the verb ‘to create’, which means bringing something into existence, together with ‘co-’, which simply means together with another or others. However, there is some considerable terminological confusion in how these terms are used. Service writers use the terms co-production and co-creation in different ways. Some authorities use ‘co-creation’ of services as the term to describe all types of customer involvement, engagement, participation or collaboration with the service provider, in one or all of the stages of the service process.7 Others use the terms co-creation and co-production as indicating a spectrum, with customer participation in the design stages of service development being called co-creation and the later stages termed co-production.

The various stages of the development/delivery of a service can be represented in various ways. In Figure 1.4 the stages are: conceiving the idea for the nature of the service (ideation), evaluating the proposed service, designing the details of the service process and actually producing it, prior to its consumption by the customer. Each of these stages can be undertaken with the active collaboration of customers.

Figure 1.4 Co-creation/co-production occurs at the interface of the operations and customer perspectives
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• At the ideation stage, customers can contribute original service ideas, maybe based on their own needs. For example, on a clothing retailer’s online customer forum, customers can not only vote for the clothing designs that they would like to see produced, but also propose their own designs.

• Customers can also be involved in the evaluation of ideas for new services. One company that develops measurement software uses its online community of customers to collaborate in judging how well its services can solve members’ problems.

• During the design stage, customers can be asked to comment on the detailed service process. For example, DHL (the mail and logistics company) runs co-creation workshops with its customers.

• As regards co-production of a service experience, it is a central tenet of service operations management that, unlike physical goods, services are always ‘co-produced’. Failure to recognise this unique character of a service and its implications will limit any attempt to improve service delivery.

• ‘Co-consumption’ is a slightly more difficult concept – one where terminological confusion is especially marked, and one that is closely related to ‘peer-to-peer’ activity. There are many different terms and definitions to describe it, including ‘collaborative consumption’, the ‘sharing economy’, ‘crowd-based capitalism’, ‘access-based consumption’ and so on. Much of this activity takes place through platforms that allow renting, sharing, lending, swapping, sharing or gifting. However there are also opportunities for commercial providers to develop services that promote sharing – for example, vehicle-sharing services. IKEA, the furniture and homeware retailer, has also engaged in co-consumption. It noticed that some of its customers were selling their used furniture through second-hand retailers, so it developed its own site where its customers can sell their used IKEA furniture. Even if it does not profit directly, IKEA is creating value for its customers by contributing to a ‘second-hand community’ for its products.
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