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MGT 479

Management of Service Operations

Module III, Spring 2002
Professor:
Michael A. Lapré

Room:

310

Phone:

322-2389

E-mail:

michael.lapre@owen.vanderbilt.edu

Office hours:


Web site:
Course Description

The service sector has become the dominant sector in the global economy.  For example, in the U.S, the service sector accounts for 70% of gross domestic product and for 80% of employment.  Yet, productivity growth in the service sector has consistently lagged that of the manufacturing sector.  Consequently, there is a big opportunity for service firms to better manage their operations.  
Managing service operations is particularly challenging, because of fundamental differences with manufacturing operations.  Examples include:
· The customer is often present (and can even participate) in the delivery of a service.

· The delivery of a service is part of the product.

· A service is a perishable, intangible product.

· Often, customers cannot be put in inventory.

As a result, many operations management principles developed in manufacturing settings are not applicable to service operations.

In this course, we will focus on three aspects of managing service operations: designing service delivery systems, managing service capacity and demand (in a given service delivery system), and managing service quality to continually improve service performance.
Course Material

A Class Pak containing all cases and readings is available in the bookstore.  There are no required books.  
Recommended Books

For students who desire further reading, two recommended books are:

Heskett, J.L., W.E. Sasser, Jr., L.A. Schlesinger, The Service Profit Chain, The Free Press, New York, 1997

Fitzsimmons, J.A., M.J. Fitzsimmons, Service Management: Operations, Strategy, and Information Technology, 3rd Ed., Irwin McGraw-Hill, Boston, 2001

Grading Policy and Class Design
The course grade will be determined as follows:
Individual

Class participation




25%

Outrageous service encounter paper


15%

Team

Written case analyses

2 @ 15%

30%

Project






30%

Team grades for case analyses and projects will be adjusted for individual participation using two team peer evaluations.  These evaluations from your team members will be taken very seriously, so it is critical that all students “pull their own weight” in their team. 

Class participation

The course relies heavily on the case method.  Study questions for each case are listed in the detailed course outline.  These questions should serve as a starting point and additional insights are welcome.  All class members are expected to have read the case and reflected upon the assigned questions.
Active participation is expected throughout the entire class with thoughtful contributions to advance the quality of the discussion.  Frequency (i.e. the quantity) of your interventions in class is not a key criterion for effective class participation.  Rather, I will judge class participation on the extent to which you appear prepared, the relevance and depth of your comments, the degree to which you listen carefully and respond to your peers, and your willingness to take chances in order to further the educational experiences of others.  Failure to attend class can adversely affect your grade.

Please let me know in advance (via e-mail) if you must miss a class.  If you miss a class, find out from a classmate what has been covered and what you may have missed.  If you are unprepared for class, let me know before class begins.
Outrageous service encounter paper

Pick a horrible service encounter you have experienced yourself with a service organization.  Describe the encounter.  Diagnose what went wrong.  Discuss the applicability of one of the concepts from the course syllabus to structurally improve service operations behind this horrible service encounter.  Write up your paper in maximum 4 pages, double spaced, 1-inch margins, 12-point font throughout.

Written case analyses

Form teams of three or four persons.  Before the beginning of the second class e-mail me the composition of your “case analysis team.”  “Manzana Insurance” is a mandatory case analysis for all teams.  For the second case analysis, your team can choose either “Massachusetts General Hospital: CABG Surgery” (MGH), or “A Measure of Delight: The Pursuit of Quality at AT&T Universal Card Services” (AT&T UCS).
Written case analyses are due at the beginning of the sessions when we will be discussing these cases.  The text for an analysis is limited to 5 pages, double spaced, 1-inch margins, 12-point font, plus exhibits.  Papers should be concise and coherent.  At a minimum, address the assigned questions listed in the detailed course outline.  Creative thinking beyond these issues will be rewarded.  Be certain that your analysis and recommendations are complete and comprehensive:

· Show relationships among important factors in the situation.

· State your assumptions explicitly.

· Isolate fundamental causes of problems.

· State the criteria you used to come up with your recommendations.

· Link your plan of action to the analysis.
Exhibits, if any, should be used to support the main text on key points.  Exhibits should be correct and self explanatory.  
Project

The purpose of the project is to allow you to research an area, firm, or industry that is of interest to you.  The deliverables are a summary document and a presentation during the last week of class.  Details for the project will be made available during the course.
Projects can be of the following types:

1. Industry/company profile.  This would involve describing an industry, the key economic or marketing issues in that industry that affect operations, key operational problems, and the way in which firms in the industry have managed these problems.  Please provide both a strategic-level and operational-level view, showing how operations decisions link back to strategies.  Alternatively, the report could focus on a single firm, describing its service concept, competitive position, main operations characteristics, key operational decisions it has made, etc.

2. Specific Operations Issue for an Industry.  This would focus on one operational problem in a given industry and focus on it in more depth.

3. Service Diagnosis.  Diagnose and solve a real service problem, using concepts and methods covered in this course.  This will require that you get real information/data about a real service process/problem.
Project examples will become available on the course web page.
MGT 479 Management of Service Operations – Overview

	Session
	Date
	Topic
	Case
	Setting
	

	
	
	
	
	
	

	
	
	PART I - Understanding Services
	
	

	1
	1/8
	Introduction to service operations
	
	
	

	2
	1/10
	Introduction to service operations
	Shouldice
	hospital (focused)
	80s

	
	
	
	
	
	

	
	
	PART II - Designing Service Delivery Systems
	
	

	3
	1/15
	New service development
	Alaska Airlines
	airline
	90s

	4
	1/17
	Service process redesign
	MGH
	hospital (general)
	90s

	
	
	Due: MGH Case Analysis *
	
	
	

	5
	1/22
	Service-firm life cycle
	Hudson’s Seafood
	restaurant
	80s

	
	
	
	
	
	

	
	
	PART III - Managing Service Capacity and Demand
	
	

	6
	1/24
	Managing queues
	Sof-Optics
	call center
	80s

	7
	1/29
	Capacity and process analysis
	Manzana
	insurance
	90s

	
	
	Due: Manzana Case Analysis
	
	
	

	8
	1/31
	Yield management
	
	
	

	
	
	
	
	
	

	
	
	PART IV - Managing Quality in Services
	
	

	9
	2/5
	Service quality and guarantees
	Everdream
	internet startup
	90s

	10
	2/7
	Performance measurement
	AT&T UCS
	credit card
	90s

	
	
	Due: AT&T UCS Case Analysis *
	
	
	

	11
	2/14
	Interorganizational services
	Laura Ashley & FedEx
	clothing/furnishing
	90s

	12
	2/12
	TQM in global services
	Ritz-Carlton
	hotel
	90s

	
	
	
	
	
	

	
	
	PART V - Project Presentations
	
	
	

	13
	2/19
	Project presentations
	
	
	

	
	
	Due: Project Report
	
	
	

	14
	2/21
	Project presentations
	
	
	

	
	
	Due: Outrageous Service Encounter paper
	
	


* Only one case analysis of MGH or AT&T UCS is required.
MGT 479 Management of Service Operations – Detailed Course Outline

PART I – Understanding Services

Session 1 – Introduction to Service Operations

Skim:
Lessons in the Service Sector (HBR 87206)


Putting the Service-Profit Chain to Work (HBR OnPoint 4460)

Session 2 – Introduction to Service Operations

Case:
Shouldice Hospital Limited (HBS 9-683-068)
1. How successful is the Shouldice Hosptial?

2. How do you account for its performance?

3. As Dr. Shouldice, what actions, if any, would you take to expand the hospital’s capacity?  Why?

4. How would you implement changes you propose?

PART II – Designing Service Delivery Systems 

Session 3 – New Service Development

Case:
Alaska Airlines (HBS 9-800-004)

1. What role has self-service played in other industries in the twentieth century?

2. What is your assessment of Alaska Air’s use of technology?

3. Will the company’s leadership in technology deliver sustainable competitive advantage?

Session 4 – Service Process Redesign

Case:
Massachusetts General Hospital: CABG Surgery (A) (HBS 9-696-015)

1. What are the primary challenges in improving operating processes in a health care environment such as that of MGH?

2. What kind of payoff would you expect to result from these process improvements?  Who would be the beneficiary of such improvements?

3. What implementation approach should Bohmer and Torchiana select?  Be specific as to where you would start, what resources you would bring to bear, what performance you would expect, and what timeline you would hope to follow.

4. How should MGH balance the tension between process standardization and process customization?  What are the hazards of standardizing the process too rigorously?  What are the dangers of allowing too much freedom to customize?

Session 5 – Service-Firm Life Cycle

Case:
Hudson’s Seafood (UVA-OM-0875)

1. What are the attributes of Brian Carmines that increase and decrease his effectiveness as a manager?
2. What is your recommendation to Brian Carmines for dealing with the problem between the servers and servers’ assistants?  What is his role?

3. Describe the current customer-service concept of Hudson’s Seafood House and Hudson’s Landing.  What are the elements of operations strategy that help deliver this concept?
4. What alternatives are available to Brian Carmines for changing the service package at Hudson’s Landing?  What are the opportunities and risks associated with the available alternatives?  What is your recommendation to Brian Carmines in regards to the service operations at Hudson’s Landing?

PART III – Managing Service Capacity and Demand

Session 6 – Managing Queues

Skim:
Note on the Management of Queues (HBS 9-680-053)

Case:
Sof-Optics (A) (HBS 9-681-052)

1. What is an appropriate measure of service for the CSR’s and how can Ms. Langstaff use the call monitoring system to effectively manage the level of service?

2. Does Ms. Langstaff need to reorganize work in the Customer Service area?  If so, how?  What effects would you anticipate with such reorganization?

3. Develop a long-term plan for capacity expansion and a short-term personnel schedule.

Session 7 – Capacity and Process Analysis

Skim:
Note on Service Mapping (HBS 9-693-065)

Case:
Manzana Insurance – Fruitvale Branch (Abridged) (HBS 9-692-015)

1. How is the Fruitvale Branch doing?

2. What are the causes of these problems?

3. Can you identify the problems in the way Manzana is calculating turnaround time in Exhibit 3?

4. If you were Bill Pippen, what would you recommend that Fruitvale do?

Session 8 – Demand Management

Skim:
Match Supply and Demand in Service Industries (HBR 76608)

Game:
The Yield Management Analyst (In Class Exercise)

PART IV – Managing Quality in Services

Session 9 – Service Quality and Guarantees

Skim:
The Power of Unconditional Service Guarantees (HBR 88405)

Case:
Everdream (HBS 9-800-251)

1. If you were one of Everdream’s target customers, would you be interested in its service?  If so, how interested?  If not, why?  What is Everdream’s value proposition?

2. What are the key success factors for this business?  Are they typical of the key success factors for most Silicon Valley startups?  Is this an attractive business (please quantify)?

3. Should Gary Griffiths offer a guarantee?  If so, what should be guaranteed?  Can Everdream afford to offer a guarantee?

4. What role does the “bizcenter” play for Everdream?  How much emphasis would you place on development of the bizcenter in contrast to the rest of Everdream’s business?

Session 10 – Performance Measurement

Skim:
Zero Defections: Quality Comes to Services (HBR OnPoint 519x)

Case:
A Measure of Delight: The Pursuit of Quality at AT&T Universal Card Services

(A) (HBS 9-694-047)

1. Assess the strengths and weaknesses of Universal Card Services quality systems with respect to (1) measurement system, (2) compensation system, and (3) problem solving/process improvement system.

2. What is UCS trying to achieve with these three systems?  Has UCS created a system that supports continuous improvement or one that simply supports a sustainable level of service?

3. How do you explain the high levels of employee satisfaction (see Exhibit 6) given such a stressful job working under conditions of call monitoring and meeting daily performance standards?

4. Assuming that the system will not be abandoned, make recommendations for modifying or realigning the system to sustain it into the future.

Session 11 – Interorganizational Services

Skim:
Learning from Customer Defections (HBR 96210)

Case:
Laura Ashley and Federal Express Strategic Alliance (HBS 9-693-050)

1. How has Laura Ashley gotten into this mess?

2. Compare the FedEx proposed distribution system with Laura Ashley’s.  How does the FedEx system illustrate the concept of substitution of information for physical assets?

3. In general terms, what do you anticipate will be the costs and benefits of the FedEx alliance as compared to the present system?

4. Is this alliance between Laura Ashley and FedEx a model for service outsourcing?

Session 12 – TQM in Global Services

Skim:
Note on Service Excellence (UVA-OM-0895)

Case:
Journey to Excellence: The Ritz-Carlton Hotel, Sydney, Australia 

(UVA-OM-0797)

1. As an examiner for the Australian National Quality Award, what questions would you ask Alan Leibman?

2. What lessons can a hotel manager learn from the Ritz-Carlton quality programs?  What are the generalizable elements of Ritz’s program?  Is it for everyone?

3. As a hotel owner looking for a management company to manage your property, would you consider one that used the Ritz-Carlton system?

PART V – Project Presentations

Session 13 – Project Presentations

Session 14 – Project Presentations

The Professor
Michael A. Lapré is an Assistant Professor of Operations Management at the Owen Graduate School at Vanderbilt University.  He received a Doctorandus (M.Sc. equivalent) degree in Operations Research from the Erasmus University Rotterdam, The Netherlands in 1991, and a Ph.D. in Production and Operations Management from INSEAD (The European Institute for Business Administration), Fontainebleau, France in 1997.
Professor Lapré strongly favors empirical, applied and cross-functional research. His dissertation research on the learning curve phenomenon, for example, was conducted in close cooperation with a firm who has won European Quality Awards. This work has resulted in three Management Science publications on learning and knowledge transfer in operations.  His current research interests focus on the management of service quality.  Lapré serves on the editorial review board of Manufacturing & Service Operations Management (M&SOM).  He has frequently acted as referee for scholarly journals such as Management Science, Academy of Management Journal, Production and Operations Management, European Journal of Operational Research, and International Journal of Production Research.
Prior to coming to Owen, Lapré served as an Assistant Professor of Operations Management at the School of Management, Boston University, where he taught at the undergraduate, MBA, and DBA levels.  His course offerings included Operations Management, Modeling with Excel, and a European Field Seminar.  Before his doctoral studies at INSEAD, Lapré served as an Operations Research Analyst when he was an Officer in the Royal Dutch Navy.  Lapré is a citizen of the Netherlands, lived in France for five years, and is currently a permanent resident alien in the United States.  He enjoys living in Franklin with his wife and son.
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