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	DRAFT PROGRAMME FOR A  ONE DAY SERVICE MANAGEMENT WORKSHOP
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The Service Management Workshop  develops a framework for assessing the relative attractiveness of possible service products and our strengths and weaknesses against possible alternatives. It looks at developing plans to improve our capabilities in the most interesting products and assesses how much effort both short term and long term we should devote to them.

It then looks at ways to organise the service operation so that it runs as a profit centre with the service function itself operating as a factory with capacity variances, efficiency variances etc. to control the addition of additional people as the “productive hours” are grown.

Finally the workshop looks at ways to motivate the service personnel to maximise the “productive hours” the “factory result”, the “contribution from profit centre” and the customer satisfaction. It looks at ways to encourage “knowledge transfer” between the service people, customer care and customer feedback.
Each participant is provided with the tools to develop an optimisation of the time spent on each service product, a spreadsheet detailing the information, a report describing the results and a set of all the presentations made during the programme.

The workshop uses a combination of group exercises, assessing DVD’s and group brainstorming on the results supplemented by a minimum level of “best practice” from the literature and other companies.

	

	9.00 – 10.00
	 Defining Possible Service Products  and Assessing Their Attractiveness
The group look at ways to assess how many service products they can support and how to choose them. We develop criteria for assessing the attractiveness of each service product and then apply these to the service products we are assessing.
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	10.00–11.00
	Groupwork:  Assessing our competitive strengths in each service product
Using particular service products the participants work in groups developing a list of the buying criteria that the customer will use to choose between the alternative suppliers that are considered.
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A spreadsheet is developed that assesses our chance of winning in each service product at different price levels.

[image: image4.emf]Capital Equipment Consulting

GE grid showing attractiveness and competitive strength for each 

Service Product

0

2

4

6

8

10

0 200 400 600 800 1000

Attractiveness

Strength

 us

Comp

us + 3

Upgrade

Contract

Calibration Training


By combining the competitive strengths together with the attractiveness results a GE grid as above can be developed.


	All

	11.00 –12.00
	Groupwork: How much time and effort should we spend on each service product
An assessment is made of how responsive each key service product is to additional time and resources.
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By considering the attractiveness of each service product with its competitive strength and its responsiveness to additional time and effort the service products can be divided into the policy matrix below.


[image: image6.emf]Capital Equipment Consulting

Service Product Matrix 

Service Product Matrix 

Efficient Developed

Development

Star

High   Relative business strength   Low

High Customer Attractiveness Low

Increase in customer share available with different 

sales effort

0

10

20

30

40

50

60

70

80

90

0 50 100 150 200

Weeks

Increase in share available

Series1 Series2 Series3


	

	12.00 – 1.00

	Groupwork: Developing an improvement plan for each service product
Each group now develops a plan to improve the company’s position in their service product taking account of it’s relative attractiveness, how responsive it is to additional time and resources,  and how strong the company is on each criteria compared to the competitors.
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Finally by looking at the results from the various service products we discuss how much time should be spent exploiting strong positions with established products and how much devoted to developing better positions with new products.

	

	1.00 – 2.00


	LUNCH
	

	2.00 – 3.30


	Groupwork. Can we run the service function as if it was a factory? This involves setting standard times and materials for each service product. Capacity variances allow us to match the number of direct service engineers to the amount of work we are generating. The material variances show where we are replacing too many components and the efficiency variances show when we are taking too long to repair equipment and highlights training needs.
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	3.30 -4.30

4.30 -5.00

	Groupwork: How can we motivate our people to maximise “factory result”, Contribution from profit centre and Customer Satisfaction?
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We use a discussion on the film “Who killed the sale” to discover what makes a customer finally move to another supplier.

Summary and Final Action Plan Participants update the action plan developed earlier to improve service systems and service people motivation.
	

	Contents of the Company Specific Service Planning Report and Spreadsheet

.
1. Critical success factors (csf’s) developed for each service product
2. Comparison of GE grids and csf’s for customer and competitors both before and after the service product improvement programmes.
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3. Sales response curves are developed for each service product.
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4. The spreadsheet calculates the relative profitability of each service product and combines these with the sales response curves showing the most growable service products.. It then optimises the profitability and the growability of each product to calculate both the maximum selling effort appropriate for each product and the optimum allocation of any particular chosen level of available resources.
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5. The improvement in both sales and profit arising from the optimisation of resources

[image: image13.emf]Current and optimum sales and profit by application - current sales = 

9760, profit = 740, optimum sales = 10140 (+4%) profit = 828 (+12%)

-1000

0

1000

2000

3000

4000

5000

£000's

£K

2200 900 360 2000 4300

Profit

149 20 -17 9 579

F Sales

3500 900 240 1000 4500

F Profit

214 20 -5 5 593

Airframe Aerospace General Oil/pump BAE


6. The effect of the three year process improvement program on both pricing and hit rates is estimated.
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7. The effect of the service product improvements  are estimated for the hit rates and the % gross margins for each product
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8. The improvements in hit rates and %gross margins likely to result from the service product improvement programmes are combined with the service product volumes to estimate the increase in profits possible in service product This allows us to prioritise which service product improvement programs to concentrate most time and effort on.
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9.  The most important improvement programs are assessed in terms of which criteria should be concentrated on. In this case it suggests that the most important criteria to concentrate on are lead time and reliability for airframe and relative price for BAE.
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Appendix One 

The Authors Experience of Various Service Operations – The Companies are real but will remain Anonymous. The experience is broken into two different subject areas. The Author has 30 years experience of managing and developing service organisations. He was Service Director of Alfa- Laval UK for 8 years, MD of Alfa Laval Canada for 2 years, MD of Ibex Pumps for 2 years, MD of Bran+LUebbe for 12 years, CEO of Instem Technologies for 2 years and has worked as an independent consultant on sales and service assignments for the last 7 years. He did a 2 year full time MBA at London Business School where he concentrated on Sales and Service rather than Finance and Strategy.

Developing and selling after sales products.

In all of the companies after-sales has been by far the most profitable area of the company with usually new equipment sales being operated at a substantial loss, but this being more than compensated by the profits from after-sales. A market leader can use this as a competitive weapon to prevent smaller newer competitors entering the market. In many of the companies we deliberately held the cost of new equipment well below cost price knowing that we could offset the losses incurred with the service revenues from machines sold over the last twenty years. In one case we used this strength derived from having the largest installed base of machines to enter entirely new businesses at prices that the existing players could not compete with.

Service revenues were therefore central to our strategy for product development and acquisitions. We would only acquire companies that had products that generated substantial service revenues. We would also have a preference for companies that had a large installed base especially if we judged that their service business was under-developed.

We also strove to develop the strongest possible service organisation with the best possible geographic coverage with highly skilled and motivated service personnel. This enabled us to improve the service performance of any acquired companies and hence improve revenues and the chance of selling new equipment.

The quality of our after-sales service was viewed as a strategic competitive strength that had to be developed continuously. We therefore viewed our service people as of equal importance to our sales and R&D people. We often paid them more than sales people depending on their experience and capabilities. We often hired top level technical graduates who would be destined to work in sales, service and R&D in a deliberate career development. We also took existing service people and encouraged them to study for masters degrees in related specialist subjects that we felt would give us “an edge” in front of the customer in service situations. Examples include our service people studying for masters degrees in Process Engineering, Statistical Methods and Neural Networks.

Since after-sales was of such strategic importance, it was a major consideration in product development. Products were therefore designed with ease of after-sales in mind. They would be designed in families of products utilising common components and technology and with ease of service by our own engineers in mind. They would include sophisticated diagnostic and control features that would enable our engineers to diagnose monitor and control equipment remotely.

 On board software would run continuous diagnostics and report any faults by modem to a central service function which could then download software modifications or despatch replacement parts to be fitted at the next routine maintenance visit. Equipment would be fitted with touch screens that held all operating instructions, maintenance schedules, spare parts lists etc. Operating data would be collected continuously from many customers’ machines and then analysed statistically to enable new software programs to be written and automatically downloaded to improve the operation of all the machines.

The selling of after-sales service was often integral with the sale of the machine and would be carried out at the earliest possible moment during the sale of the original equipment by a sales and service team. We believed that selling the service capabilities hard at the outset differentiated us from other suppliers who had not developed such a strong after-sales capability. 

The external sales and service people were twinned in a geographic area to work together to jointly grow both new sales and after-sales in their joint area. They were encouraged to meet when they could when travelling their area and each had a laptop with an integrated Customer Relationship Management System with full information on all machines and potential customers in their area. Both the service engineer and the salesman in the area would be fully trained on the service products available and on how to sell them.

On service agreements we found that only certain of our service engineers were capable of selling additional agreements to new or existing customers. This was then added to the responsibilities of the few engineers that excelled at this particular task.

In some cases we found that establishing a specialised service sales role worked well. This worked particularly well when selling complete factory overhauls programs, exchange schedules (where loan equipment is provided to allow continuous production whilst the customers equipment is overhauled etc) or major strategic refurbishment programs.

Flexibility of fitters, service engineers, commissioning engineers etc.
In general a career structure was designed to try and allow us to develop a strong regional organisation but at the same time to try and retain highly trained and skilled engineers that were situated remotely from the head quarters and did not want to re-locate. For those located at the headquarters, there were plenty of career progression opportunities possible. 

We would therefore take a mixture of craft apprentices, general apprentices and graduate trainees on each year and give them a general development programme that would allow them to perform useful roles in a series of different departments to broaden their capabilities and experience as much as possible. They would work for 3-6 month periods in the factory, in R&D in sales, in service, and in contracting before assuming a “permanent” role in the organisation.

To encourage internal fitters to assist in external service and commissioning work, they were generally paid a daily premium for working on site. Service engineers living local to the factory were expected to work in the factory at their normal remuneration level. Work overseas attracted an increased “daily premium” for both fitters and service engineers.

Service engineers living remotely from the factory typically had four different levels of remuneration:- 

Level One was essentially a trainee and would be paid until the engineer had proven both competence and experience of a range of different products and technologies

Level Two was essentially a fully trained and competent service engineer capable of the wide range of product servicing and technologies deemed to be appropriate for the particular mix of machines operating in their particular area.

Level Three was as above but skilled in addition with a particular additional skill that was deemed necessary both within his geographic area and in other geographic areas. This might be software writing skills, or advanced electronics, control and automation. This increased salary reflected the additional skills, but also the necessity to travel throughout the country and overseas on a regular basis.

Level Four was an area working manager. These engineers were responsible for a large geographic area eg Northern England and Scotland as one area and Southern England and Wales as another. They would generally organise all the service work within their area and have maybe 3 or 4 service engineers to supervise. They would be responsible to train and develop the engineers in their area according to the specific area needs. They would be considered profit centre managers responsible for developing the bottom line result for service in their area.
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