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FOREWORD
by

Dr. Guruprasad Murthy
Professor Director - General and Founding Director - Dr. V.N. Bedekar Institute of Management Studies, Thane.

Former Professor & Director, Jamnalal Bajaj Institute of Management Studies, University of Mumbai.

Over the years, the tertiary sector of the Indian Economy has played a pivotal role in stimulating
the economic growth process, inasmuch as, the services sector has contributed at least 50% of the
national income of India in the last few years. The success of the services sector however depends on
the effective and efficient management of the service operations. Considering that, the services sector
of India has to address, like all other sectors, a global space quality becomes a key driver to
successfully attain and maintain a competitive edge. Business then posits itself in favour of Excellence
on a continuum seeking successive improvements towards higher and higher levels of performance.
This book ‘Service Operations Management (SOM): Towards Excellence’ by two stalwarts,
Dr. Nitin Joshi and Dr. S. Rajagopalan, of Dr. V.N. Bedekar Institute of Management Studies, Thane,
who have hands on experience in the field of services management attempts to present the concepts
and practices of SOM in juxta position.

The book spread over fourteen chapters presents various important dimensions of service
operations management viz. service operations – strategy, service process, quality procurement,
inventory and capacity management. The chapters also include the marketing aspects by presenting
customers’ expectations, the leveraging of technology, in SOM, performance measurement and
service failure and recovery.

Different models of service operation management provide an erudite, put practical, knowhow on
service operation management. Quality is defined as “the consumers’ judgement about an entity’s
overall excellence or superiority” (Zeithaml, 1988, p. 3) and customer actual satisfaction vis-à-vis
intended gratification is identified through the Gap Model. The authors say that the perceived service
quality is “the degree and direction of the discrepancy between consumers’ perceptions and
expectations” (p. 42). The gap between customers’ perceptions and expectations has to be filled –
various dimensions of different gaps is very well articulated. The messages about quality captures the
theme that in a competitive economy quality is a necessity. However, quality should enhance customer
enjoyment – higher quality delivers and lower quality spreads discontent. Quality has to be consistent
and the branded experience of customer enjoyment should be visible in the eyes of the customer.
Every contact with customers is a moment of truth and quality should speak for itself by enhancing
customer happiness thus ensuring a branded experience and customer loyalty. Quality has built-in
features viz. shortened/optimal time lags in service delivery and better, cheaper service thus
continuously and increasingly exceeding expectations.

Cross discipline exposure is another redeeming feature of this book. Thus, the authors have
presented Porter’s competitive edge, costing including activity based costing, quantitative methods
(particularly with respect to capacity utilization and allocation) pricing and various aspects of yield
management given demand and supply conditions and industry specific optimization viz. service
operations in e-commerce and customer service industry. Functional relationships between ‘the online
customer loyalty’ and ‘the fulfillment and responsiveness’ function is presented, through safety first



measure - SFM(λ) as the objective function for the online shopping platform (OSP). Thus, the said
objective function is presented on p. 101 as follows:

SFM(λ) = (E [π(λ)] – β) / √V [π(λ)]

A similar quantification is presented for service operations in consumer service industry.

The book also, and rightly so, addresses, service failure and need for services failure recovery to
protect customer satisfaction levels. The key learnings include inter-alia:

● Marketing is the prime function of management.
● In SOM, customers are the key focus for their satisfaction – preferably delight.
● Measurements through quantified metric guides informed risk adjusted, duly weighed,

decisions.
● Maximization of profit is one of the important objectives with different metrics deployed to

measure different activities like Return on Advertising Spend (ROAS), Customer
Acquisition Cost (CAC), Payback Time and Marketing Originated Customer Percentage
among others

● Product differentiation is a key factor which can be used as a lever to drive the winning edge.
● The service provider is in proximate nexus with the customer who is actually a part of the

customer delivery process – point of origination of customer expectations and termination
with his/her perception about the service delivery – thus a possible gap. Hence,
empowerment of the service provider with adequate authority to enact in favour of
maximization of customer satisfaction/delight et al.

● In a service value chain, happy people, i.e., employees with positive service attitude alone
can create happy customers – hence people management, becomes a determining factor in
making customer satisfaction, enjoyment, happiness or delight a reality.

● Service failure recovery has to help retain customers who experience failure, through speedy
customer recovery process to win customer loyalty as well as to understand that customer
retention process is less expensive than customer creation campaigns.

● Empowerment of the service provider with adequate authority to maximise customer
satisfaction or delight when the provider is in proximate nexus with the customer who is
actually a part of the customer delivery process – point of origination of customer
expectations and termination with his perception about the delivery.

In the management of service failure recovery, the authors address jurisprudence too by bringing
distributive, procedural and interactional justice into the inputs governing decision making. Service
providers and marketeers need to be aware of jurisprudence too – an important lesson to managers all
over the world.

An excellent framework for the study of SOM within which various functional areas of
management viz. operations, marketing, finance, human aspects and the intervention of ICT as a lever,
are neatly presented. The book is a ‘must-read’ for students teachers and other stakeholders
concerning SOM. The authors have put many ideas, concepts and practices in a short space of a little
more than 150 pages.



PREFACE
The field of Operations Management has conventionally been identified with manufacturing

management. In fact, in the past, it used to be known as “Production Management” and later as
“Production and Operations Management” and subsequently as “Operations Management”. The word
“Operations” was added to signify that the field includes service operations besides manufacturing
operations. However, with the growth in the economy, the contribution of the service sector has seen a
significant increase and presently a large percentage of the economy falls in the “services domain”.
This has given a new perspective to the field of operations management. Even traditional
manufacturers have recognized the importance of the contribution of services in their product
offerings and initiated innovative ways to derive substantial revenue from service businesses.

In order to keep the field of operations management growing and relevant, it has become
necessary to embrace the service economy. Although it is true that many of the tools and techniques
used by manufacturing firms are also applicable for service firms, but the context and the emphasis of
their application in service business differs quite significantly. Most of the books available on
operations management do contain some portions on service operations; however, the emphasis in
these books is predominantly on manufacturing management. Despite the increase in size of the
service economy since the last few decades, academic research has largely ignored this sector. The
tremendous growth in this sector has necessitated the need for bringing out a separate book dealing
exclusively with service operations management. Many services have characteristics that are quite
different from physical goods and hence specialized and different techniques are required in managing
the services. This book aims to fulfill this need and benefit the student community as well as
practising executives in this field.

The Focus of This Book

This book deals exclusively with the management of operations in service organizations, drawing
parallels from manufacturing organizations wherever appropriate. The focus is on service delivery and
how service performance can be improved to meet the needs of the customer who is the focal point in
the entire service system. For achieving success in this field, the operations managers must also be
involved in organization’s strategy, culture and service concept, and keep the employees motivated,
apart from managing the processes and resources. The service sector encompasses a wide spectrum of
service organizations which includes mass transport services, hospitals, public sector, professional
services, hospitality services, tourism, etc. apart from other service organizations. This book does not
focus on any specific type of service industry but covers decision issues faced by operations managers
in all these service organizations. The book deals with many aspects of business performance apart
from profit by focusing on other issues such as costs, revenues, technology, customer loyalty, etc.
Examples and illustrations are provided from many different organizations including global
organizations to understand the inherent diversity of service organizations.

This book is intended to help all those who already have a basic knowledge of operations
management and would like to further build on this knowledge. Specifically, this book is intended for
students of operations management and executives working in this field.



For the student community, this book aims to enable the students to gain:

● Understanding of the theoretical concepts and practical applications of service operations
management through case studies.

● Knowledge of qualitative and quantitative themes, from “top down” looks at operations.
● Knowledge of conceptual frameworks to guide strategic operational decisions.
● Focus on using quantitative techniques to achieve goals set forth by the organization.

For practising executives, this book is intended to help them to focus on service delivery,
capacity management, service recovery, performance measurement, service strategy development, etc.

The Structure of the Book

The book has a clear focus on service operations and deals with operational issues, problems, and
decisions. It enables the students to understand the problems faced by service operations and helps
practising executives to deal with such issues. The book comprises chapters dealing with service
operations strategy, demand forecasting in service operations, procurement of services, inventory
management in services, service quality management, capacity management issues in services,
scheduling in services management, technology management, pricing issues in services, optimization
of service operations, managing after-sales services, outsourcing and offshoring in services,
performance measurement of service operations, the role of services in the economy and related issues.
Put together, the chapters focus on various aspects of service operations management to enable the
students and managers to comprehend the role of service operations and the interconnections among
the various functions across the organization and their interdependencies.

The coverage of contents in various chapters includes the following distinctive features:

● The framework, tools and techniques used in each chapter will help the students to better
understand how to deal with the issues faced by managers. These will include charts and
diagrams showing the nature of relationship between variables.

● Each chapter includes illustrations to show how various organizations have identified and
dealt with particular issues being discussed.

● Theoretical concepts are appropriately covered in a simple manner to enable the students to
comprehend the issues being discussed.

● Checklists summarizing the key points are provided at the end of each chapter.
General review questions, short case exercises and problems are provided at the end of each

chapter to enable the students to assess and apply the material in real situations.

Authors
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(1)

The most important mission for a Japanese manager is to develop a healthy relationship with his
employees, to create a family-like feeling within the corporation, a feeling that employees and managers
share the same fate. We will try to create conditions where persons could come together in a spirit of
teamwork and exercise to their heart’s desire their technological capacity. ~ Akio Morita

Service sector today plays a vital role in contributing to the GDP of the country. It has been
growing on year basis and contributes close to 60% with respect to the GDP of India. Indian service
sector has emerged as one of the fastest growing sectors and the global market space and has made a
mark in the global economic space.

The service sector comprises of wide range of activities which include banking, couriers,
transportation, communication, and many more. It also caters to community development services
which include education, skill development activities, healthcare industry and many more.

Income in the family has been on a growing trajectory. People have the capacity to spend on
services and therefore the growth is visible in terms of a lot of service businesses coming up. Even
some of the manufacturers have realized the importance of services and have started focusing on the
service business. With the rapid development of technology, service sector has witnessed a boom
especially in the telecommunication space and e-commerce business.

In service operations, management focus is more on the services following most of the principles
of production management. Service operations has come into lime light because of its contribution to
the GDP and employment generation.

Service sector due to its growth has attracted Foreign Direct Investments in a big way. Some of
the service sectors like insurance, telecommunication and real estate have seen phenomenal growth in
the past few years. Tourism, hotel industry and airline industry have also witnessed substantial growth.

Services as a business have become the principal contributor to the economic activity of a nation
especially in the developing and developed countries. It has already occupied most of the space in the
advanced industrial economies. While service operations management largely focuses on intangible
parts of the services, it also takes care of tangibles which enable the service business.

INTRODUCTION TO SERVICES OPERATIONS
MANAGEMENT

Chapter 1
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Some of the countries like Singapore and Thailand thrive on tourism which is one of the most
important revenue contributors. Some of the important services like public administration and defense
forces which actually form part of the government have a significant impact on the economy of the
country.

RECENT DEVELOPMENTS

Information technology has revolutionized the service industry. It has seen the quickest growth in
the service segment for example Amazon, Flipkart in the e-commerce space, Uber and Ola in
transportation sector and Zomato and Swiggy in restaurant space etc.

Some of the other developments include improvement in the processing time of passport and visa.
The industry has seen a lot of movement of people across the globe. Similarly Indian Railways have
launched IRCTC which not only focuses on railway ticket booking but also to catering and other
tourism related services. ATMs are seen in large numbers all across the urban areas of the country and
slowly their penetration is increasing in the rurals as well.

Service sector has been generating a lot of jobs and manufacturing sector, which was once upon a
time job creator no more continues to be so. Business process outsourcing, knowledge process
outsourcing and search similar services have created a lot of job opportunities in the country. It
appears that both skilled and unskilled people will be required in the services sector to make it a more
sustainable preposition.

Service operations management explores the opportunity available in this rapid developing
market. There is a need to appreciate the importance of services at the business opportunity. Some of
the concepts of services management need to be clearly understood to fully exploit this opportunity.

Markets are changing and there is a need for businesses and participants of the market to adapt to
these changes. Services business has become a very important component of the economy and also of
any organization. It is difficult to ignore the service component of the business even of the
organization is into pure physical goods business.

There is also a need to understand and appreciate that business functions do not work in isolation.
Need is to integrate the function to the extent possible so that the process should be delivering value to
the customer. The other important observation which one needs to appreciate is that we cannot have
one solution for all the problems. In service business, encounters are unique and there is need for a
unique solution. Services are normally produced on the site along with the customer, and many a
times, customer participate into the process of production of the services. Some of the customers can
interfere into the process and may disrupt the process. It is extremely difficult to standardize the
service processes though many organizations are trying their bit to simplify and standardize the
process of providing services.

Human beings play a very important role in the services delivery mechanism and their
participation is one of the major differentiator. The need is to keep the processes under check, and as a
good management practice, interaction should be as limited as possible so as to avoid too much of
interaction.
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Services management will require situational thinking skills which need to be developed in the
team who is interacting with the customer. Every situation is different and every time you need some
basic which mean a good ear to listen and cool mind to understand the situation and an attitude to
solve the problem and provide a solution.

Service business growth has been on rise and it has become one of the most important drivers of
business revenues. Improving service quality increases customer satisfaction, which, in turn, increases
new product sales. As outsourcing grows and manufacturing becomes increasingly competitive,
effective after-sales support helps drive opportunities to enhance customer value. However, when it
comes to after-sales services, not much research work has been done. Technology has moved into
every part of the business but yet to fully embrace after-sales services. Similarly, supply chain
improvement have been seen on many products but a lot of work has to be done in improving the
supply chain efficiencies in the after-sales services domain which is a big revenue source for
manufacturers. Efforts have been made by the author to find out the gaps in the services.

COMMON SERVICE FAILURES

Organizations have been trying to achieve highest levels of customer satisfaction and they are
making every effort to ensure that customers rate them high in services as the impact on the business
is more from the services as compared to physical good especially when large organizations are the
interface between customer and the manufacturer. These organizations have a clear goal of customer
service perfection into the distribution centre. It is very easy to assume distribution centre as an
operation which is completely separated from the customer.

1. Failure to fix a problem quickly
There is nothing more frustrating than having to wait for weeks to have a problem fixed. I
had the experience of receiving a damaged product, and then being required to return it
before the company would ship me a replacement. This added weeks to the original delivery
time, and I still remember it now 3 years later.

2. Doing too much with one package
With the pressure to provide free shipping, many operations try to put as much as they can
in a single box. I recently ordered several books, and found them thrown in a box with no
cushioning, and the lightweight box and tape didn’t hold up well on the trip. The corners of
my new books were bent and the box was nearly burst open when I received it. Make sure
that you don’t overdo it, and don’t mix incompatible items such as heavy and fragile
products, without proper protection. You may have to bite the bullet and pay for an extra
package, or put a package within a package to provide better protection in transit. Talk to
your carrier about its policy for discounts for multiple boxes to a single address on a single
day.

3. Inadequate item packaging
Some items may be loose or poorly protected in the packaging received from your supplier.
The lack of good vendor packaging may result in product damage during shipment, or
simply give a bad impression of your brand. Either ask for changes from your supplier, or
perform a value-added function to improve the packaging of these items yourself. For
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example, you might spend the time to fold, bag, and label a shirt to demonstrate to the
customer the inherent value of the product.

4. Expired, sensitive or obsolete product
There is no better way to make angry a customer than to send them a product that is expired,
almost expired, one that has diminished in quality, or one that is no longer the most recent
version. Care should be taken both in inventory control and in verification of items prior to
shipping to prevent old or obsolete product from being accidentally shipped. If you have
items that are sensitive to heat/cold, consider ways to protect them better in storage, or
eliminate them from your offerings.

5. Failure to communicate with customer
Nowadays, your competitor may send four or more e-mails telling the customer the status of
the order. Companies that do not communicate what is happening with a customer’s order
are not playing any longer on a level playing field. In particular, you should be able to
update the customer on a tracking number, and on any exceptions or problems that occur on
the order.

REVIEW QUESTIONS

1. Discuss the growth of service sector industry in India. What are the factors contributing to this growth?
Illustrate your answer with suitable examples.

2. “Today, the service sector is contributing more to employment generation compared to manufacturing
sector” Do you agree with this statement? Justify your answer.

3. In what ways did the developments in technology contribute to the growth of service sector industries?
How has this benefitted the consumers? Explain with examples.
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