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15.0 OBJECTIVES

After reading thisUnit, you will be ableto:,

defineoperations management,

understand the importance d operations management,
learn about the designingdf operationssystem, and
know about qudity controls.

151 INTRODUCTION

Theessentid characteristic o the production functionisto bringtogether human resources,
physica resources, financia resources,technology, etc. to producegoodsor servicesin order
tosatisfytheconsumer needs. Thus, productioni sthe pr ocessthr oughwhichan or ganisation
creates goods or services. In simple words operations refer to the way an organisation

transformsinputsintooutputsi.e. transformingresour cesintogoodsor services. ThisUnit

attempts to familiarise you with the various aspects of Operations Management. For
explainirg toyou insmpletermswe have kept citingthefunctionsd an operationsmanager
in atravel agency. However, the concepts discussed are relevant for both manufacturingas
well asservicesectors.

152 OPERATIONSMANAGEMENT : DEFINITION
AND RELEVANCE

Operations are purposeful activitiesof an organisation. Each operation adds value to some
entity through avariety o means. Thismay includeachange(physica or sensua) intheform
or stateof inputs, or value addition through location or inspection. A taxi avalable at theexit

of an airport adds vaue to the service in comparisonto a person walking a distanceto the
taxi stand.

All produttion or operationfunctionsare apart d the conversion processwhich transforms
entities into goods or services through value addition. The quaity o the service and the
effectivenessand efficiencydf an organi sation take shape through operations. Thefollowing
figure explainsthe transformation process o inputsinto outputs.
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It should be noted here that the transformation process varies according to.the nature of the
organisations. A Service organisation produces intangible products whereas a product
organisation producestangibleproducts. Theoutput of the serviceorganisationisimmediate
and it cannot bestored. Thus, if not consumed immediatelyit goeswaste. Here the consumer
contact isdirect, customer participation isessential and the natureaf work islabour intensive.
I'n aproduct organisation the output consumptionis over time and can be stored. Customer
contact isindirect and customer participation isminimal. Butin al organisationsoperations
have to be managed. Operations Management refers to the complex set of management
activities invaolved in planning, erganising, directing and controlling an organisation’s
oper ations. The relevanceof OperationsManagement isbecauseit hel psan organisationto:

e improve productivity,and
® meet the consumer's competitivepriorities.

In fact the main objective in Operations Management is to produce goods or servicesin
guantative aswell asqualitativeterms to meet the consumers wantsat affordable pricesat a
giventime. Quality, quantity, price and timing arethefactorsthat determine the competitive
priorities of theconsumer. Hence, operational productivityhasto bebalanced with customer

. satisfaction. We can say that Operations Management has performanceobjectivesaswell as

cost objectives.

Take the example of an operations manager in a travel agency. The manager balances the
resources (human, equipment, ticket stocks, money) in order to provide the best servicesto
the customer. In order to satisfy customer needs an optimum deployment of resources is
made, proper use of friendly systemsis designed with appropriate control mechanisms. All
operationsaregeared towards customer satisfactionwhich builds up brand loyalty, bringsin
repeat business and earnsagood image.

Check Your Progress-1

1) Define Production, Operations and Operations Management.

.................................................
.................................................
.................................................
.................................................
..................................................

..................................................



2) Discusstheimportance of Operations Management in a service organisation.

15.3 DESIGNING OPERATIONS SYSTEM

We have discussed earlier that inputs are converted into outputs through operations and
operationsmanagement. For thisan operations manager hasto design an operationssystem.
Thisinvolvestaking decisions about:

what productsor serviceswill be produced?

what would be the quality of the produced productsor services?
how will they be produced?

who will produce them? and

wherethey will be produced?

For answering these questions, decisions have to be taken in certain areas which are
mentioned in the following Sub-sections.

15.3.1 PlanningDesign

This is a'strategic process which has long term impacts. Planning for productsand services
involvesfollowingsteps:

i) generatingideas,

ii) selectingthoseideaswhich are technologicallyfeasible,marketableand arein tune with
the organisation's objectivesand overal strategies,

iil) makingthefina design of the product or service.

In spite of providing necessary inputs by finance, marketing, human resources, etc. it isthe
operationsmanager who performsthe major decisionmakiigroleabout theactual feasibility
of producing the product or service. For doing thisthe producibility of the product or service
is weighed against competitive prioritiesd thelevelsdf quality, pricingand reliability. The
product or service has to be produced economically in the prevalent operations system
keepingin view the acceptablelevelsdf qudity and rdiability. If thisisnot feasible, it hast o
bedecided that what typeof adjustmentsshould be madeor whether anew product or service
,designisrequired. Such planning iscrucial because choosinga wrong product/service or a
poor design can make the operations system ineffective and non-competitive. For example,
the operations manager in atravel agency hasto decide whether thetravel agency will cater
to theentire gamut of customer demands or will limit the operationsto ticketing or toursor
facilitation. The basi ¢ guidelines regarding minimum performancelevel are alsoto be set at
thisstageitsdlf.

15.3.2 Capacity Planning
Another decision in designing the operations system is regarding capacity i.e. how many
products or how much service will be produced. In other words operations decision

concer ned with the quantity of goods or services to be produced is termed as capacity
planning. Thestepsin thisinclude:

forecasting demand,

Operations Management
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- trandating forecasts into physica capacity requirements i.e. measuring the existing
capacity with the demand, and

e decidingthe resourcesneeded, to meet the demand and, if needed, towork out suitable
alternatives.

Capacity planning is very important in tourism operations system design. For exampleina
travel agency there is frequent "bunching' o customers during set hours. This pattern
becomesdiscernible fairly early in theoperations,and needsto beaddressedin order toavoid
chaos. Systemsand staff need to be responsiveto this phenomenon.

Capacity planningisrel atedto scheduling,capacity utilization and the psychol ogy of waiting.
Thefallowing three examplesare related to tourism operationsin thisregard.

Examplel

IGI Airport, New Delhi, gets maximum international flights between 11 p.m. and 5 am.. A
good Dperations Manager must ensurelandingand runway dots, aircraft parking and quick
turnaround and take offs after routine maintenance, baggage reclaim facilities,
security/customs/immigration checks, check-inby airline, etc. The syssem must not collapse
under this pressured passenger facilitation and security requirements.

The Management/Operations Manager must work out the expense of space and balanceit
against'requirement. Space today is at a premium - prices are going up everyday.
Neverthel ess,keepingbusiness potential in view excesscapacity hasto be built it. Today time
istheessence- customerswant "ontime' delivering'and noone hastimetospare- particularly
in asarvice industry such as tourism.

Queue management and analysi ssimulated passenger flow model scan dl beworked out with
the assistanced Information Technology. Thefocusd thisexerciseshould be thecustomer.
Queuesare boring and smack o regimentation. If anything can be done to makethisaless
tediouswait, than the OperationsManager should integrate credtivity into this.

Example2

Dispeyland at Anahem, California USA. During vacation time the queuesfor the various
ridés are endless. So queuing is zig-zag and not straight. This makesthe wait seem shorter.
Also Disney characterscome and shake handswith children and sing and dancein order to
dreate another focus. Thuspsychologically the waiting time does not seem so long.

Example3

At aBank inHong Kongwhilewaiting inlinethereare tent cardsat counterswhich advertise

holidays/excursions/shopping Mals etc. besides newspapers and magazines. This gives
peoplesomething to pick up and read whilewaiting.

The psychology of queuing and waiting hasbeen explainedby D H Maister. Histhesisisthat
"unoccupied time feelslonger than occupied time" and "unexplained waits are longer than
explained waits'. This comes up again and again where an Airlines comesin for criticism
when aflight isdelayed. If the positionisexplainedto the customer, it is accepted assuch. If
constant announcementsare maded "delay dueto technical reasons' it makesfor irritation
and disgruntled passengers.

TheanswertoMaistersthesi sd "unoccupi edtimefeel slonger than occupiedtime',iscreative
gueuing. The operations manager must try and minimise frustration and boredom o the
gueuing customer. Theexamplesd Disneyland and the Bank (abovementioned) could serve
asguidelines.

15.53 Process Sdection and Planning

Pr ocessSelection determineshow a service or a product will be produced. ProcessPlanning
pertains to careful detailing of the process of resource conversion required and their
sequence. Process selection involves decision making in the area o technological choice.
What kind o technology and equipment should be used ? How would the product or service
flow through the operationssystem ? Whether the operationshaveto be manual or machines
are to be used ? etc. are questionsthat have to be answered through process selectionand -
planning.



15.3.4 Facility-L ocation Planning

Oneof themost important operation'ssysemdesigndecisionintourismisto planthel ocation
of the production/service facility. Conrad Hilton, head d the leading Hilton Hotel Chain,
when asked to spill three most important ingredients for success o his hotels replied
"location, location and lecation". L ocation planning takesinto account minimizing the total
production and distribution .costs. While evaluating the location requirements essy
accessibility to the customer, nearness to ancillary activities like communication and
transportation networks etc. have to be taken account of by considering all available
dternatives.

153.5 Layout Planning

How to arrange the physicd facilities spatialy is the concern d layout planning. Space has
to be provided for production maintenance and support facilities. Sincetourismis aleisure
time activity the system hasto be pleasant and efficient and the tourist isnot to be pushed.
At the sametime, the other aspectsd considerationinclude:

e facilitatingmaterial flow frota one department to another,

e reductionin handling costs,

® avoidingdeaysand congestion, etc.

15.3.6 Purchasing

Lately purchasing designs have also been included in operations management. Most o the
rorganisations instal a purchasing system which decides on specifications, supplier
identification, placing purchase orders, checkingthe quality o purchasesmade, etc.

Besidesthese above designsoperations managersfurther gofor job designing and planning
for ddivery systems.

' Check Your Progress-2

1) Discusstheimportanced capacity planning.

.................................................
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15.4 OPERATION PLANNING AND CONTROL DECISIONS

OperationsManagement is not limited to designing operations system. Further decisionsare
required to make the designed system operational . Necessary monitoringand controlshave
to be introduced for uninterrupted functioningas per the stated objectives. Such decisions
have to be made on short term basis- monthly, weekly, daily or evenly hourly.

The objectivesin operations planning and control include:

e maximising CUSLOMeEr Service,
e minimisinginventory management, and

e maximising System operatingefficiency.

Anefficient operationsmanager would prepare planstoavoid or balancetheconflicts among
the three objectives. Further, optimum schedules and sequence of operations have to be
determined.

Inventory management is another issue in this area. Inventory means the supply o raw
materials,work in progressi.e. partially finished goodsand fini shed goods maintained by an
organisation to meet its operational needs. Operations managers have to decide how much
inventory to order and when. This involves decision making in the areas of materials
requirementsplanningand material resource planning.

Operations Planning system inwhich end productsareanalysedto determinethematerials
needed to produce them is termed as mater mls-requwementplannmg

'Materialsresour ceplanning compar esthe needs of materials- requirement plannlnngth
known resour cesand calculates unit costs.

15.4.1 Travel Agency Example
Let ustakefor examplethe day to day management in a travel agency.

A travel agency operation must be planned impeccably and in detail. Once thisexerciseis
over each department should be given their aread operation with someoverlappingin order
to providea"fal safe’ system. Thisrealy meansthat if one department isworking criticaly
due to manpower problems etc. another department can assist. So cross-functional
knowledge is essential and should be encouraged. For example if there is pressure on
Domestic Ticketing, I nternational Ticketing Department should assst and vice-versa

The day to day operation should proceed smoothly - from bookingsto customer handlingto
writing of tickets and vouchersto delivery systems. Tasks must be broken down by unitsso
that JT (Just In Time) ddiveries can be affected. Operations require, ensuring adequate
ticket stock, functioningcomputers, travel staff in position,docket systemasback up etc. The
shorter the responsetime per customer the quicker the customer throughout. So in Some
operationsitisbetter to havefrontlinereception, receivingbookingsand making reservations
with asecond linewritingticketsetc. Thisbreaking up d the task will hasten the process.

Tour Department

Here the task needs to be broken down still further into accepting bookings, itinerary
planning, tour costing, hotel bookings,issuanced vouchersetc. In management they say that
the only way to"eat an el ephant” isinsmall bits. If thetour department must operatesmoothly
theretaskshaveto bebroken downinto managementones. Theremust besmaller unitswithin
the Tour Department performing each task. Y et there must be synergy among them so that
if one department hasa problem, another can comein and assist.

Facilitation

Visas are essential for travel to foreign countries. Rrequently it is observed that time taken
by Embassiesislonger thantimeat thedisposal o the Travel Agent/customer. Soan optimum
flowmust beworked out. Enoughfiel dstaff must bedeployedand their activitiescoordinated
in such away that no sooner isone visareceived than another oneisfiled. Thiswill ensure
greater customer satisfaction particularly from Corporate Houses.



Then again the tour department provides"meet and greet” services "escortedtours' etc. All
thiscan be billed to the client but the servicemust be provided. Operationsmust ensurethis.
If inhouse constraints are there then these services can be out- source-making for one
flexibility and better quality with minimumexpense.

Billing

No enterprise can succeed if its money management isaskew. I n atravel agency thevendors
(airlines, hotels, car rental companies, guidesetc.) must be paid withina certain time-frame
varying from afortnight to a month. It is important that Bills are raised on time to ensure
optimal capita deployment. If payments are not received from customers, payments to
vendorscannot be madein timethusleadingto defaultsand losing of IATA recognition and
credit rating with Hotels. So the very foundationof atravel agency businessdependson this.
Operationsmust ensure that proper informationisfed to the Accounts department so that
Billingison timeand receiptsare therefore alsoon time.

1542 Controls

Controlsare essential tools of Operations Management. They must suit the system. We give
you examplesd atravel agency in thisregard.

In atravel agency operation controls are critical as vast sums of money are involved in an
Internati onal ticket or tour voucher. So daily monitoringd thestock of cashvaluedocuments
isamust. Staff must be made accountablefor thisand only designatedsupervisors/managers
should be made in-charge. They in turn should control deployment of these cash vaue
documents.

Controlson Ticket Stock

International and Domestic Airlines can conduct surprise audits of ticket stock. So it is
important that the OperationsManager set in placea control system, from the daily issuance
of ticket stock in the morning to closing of stock at night - leaving just adequate stock with
the Duty Officer-for emergencies. If someticketsare issued on exchangeorders by airlines
directlythenthistoo hasto be monitored. Equally important isensuring puttingin ticketsfor
‘refundsto the principalsas thistoo is blocked capital. If refundsare received in time, this
helps bring down the payment liability to the Carrier. Good operations management must
'therefore react quickly to optimise profits.

‘Controlson Vouchers

These cash value documents are like "blank cheques'. There must be adequate control to
ensure safety of these. Only certain persons should be nominated to sign and issue these.
Theseshould be issued against authorisation etc. Thisway Billing &an match the voucher -
thusensuringreceipt of payment for servicesrendered. Sometimesclient makes paymentsto
suppliersdirectly. In such casesa so commission on bookingshasto be clamed. A voucher
ensuresthisbut follow up with principal sis necessary.

Control on Quality o Semce

A good operationsManager of atravel agency will ensure customer satisfaction by "walking
around" the customer handling area so asto get customer feedback. Talking informally to
customers gives the best feedback. This is an accepted Management tool today -
"Management by walking about”.

Itisalsogood todlipin a"customer comments' card with aticket or tour voucher. The few
responsesreceivedwill givefeedback on qudity of service. Inthisday of TQM (Total Quality
Management) the competitiveadvantagegoesto quality ddivery. Thisismoresoinaservice
industry such as tourism. For example, all saff of the Radisson Hotels USA wear a"Yes |

Can' badge, thethinkingispositive. Thefeelingconveyedto thecustomer isonedf confidence
becaused the positiveattitude of the staff.

Control o Billingand Payments

As emphasised earlier strict controlson this sectiond a travel agency operation is critica
because of timedy paymentsto airlinesin particular. Operationswill collapseif thissection
does not keep up with the rest o the system. Billings and Payments, both must form an

Operations Management
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important part d the exercise. Operations Management must ensure that one follows the
other. If either d thesetwo lag then the wholefabricwill collapse.

Every organisation develops Management Information System (MIS) for assisting in
monitoring and controls.

Check Your Progress-3

1) Mention the decisionsrequired to make functional the designed operations system.

.................................................

-------------------------------------------------

155 LET USSUM UP

This Unit discussed the various aspects related to operations management which help in
improving efficiency, productivity, effectivenessand customer satisfaction. The process of
designing operations system is related to planning design, capacity planning, process
selection, facility-location planning, layout planning and purchase decisions. After designing
an operati onssystem managersmust gofor takingoperational planningand control decisions.
Examplesfrom travel agency operationswere cited in the Unit to makeyou understand the
variousaspects of and the stepsinvolved in OperationsM anagement.

15.6 ANSWERSTO CHECK YOUR PROGRESS EXERCISES

Check Your Progress-1

1) Baseyour answer onSec. 15.2.

2) Base Your answer on Sec. 15.2.

Check Your Progress-2

1 SeeSec.1532
2) SeeSec.1535.

Check Your Progress-3

1) SeeSec. 154,
2) SeeSubSec. 154.2.




