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Introduction

The purpose of this report is to know and understand the process of designing service products and how it can be applicable in a hospitality industry. In our case the hospitality industry is VIP Airlines and the service products that must be planned is a ground service for the business class customers.

The module assignment has been divided into eight parts. They are as followed:

1). A short description of the VIP Airlines and their standards will be followed by explanations regarding the design of a service based on the given specifications.

2). A system that creates the service design will be elaborated.

[image: image5.wmf]3). We will elucidate over the layout chosen for the designed system.

4). Flow-chart of the complete service encounter will be developed and listed.

5).Various methods of choosing the location of the operation will be presented and the exact procedure that we followed will be shown.

6). The job description for the service operation will be developed and explained.

7). The various scheduling methods will be evaluated and the right one will be taken in consideration while scheduling our operation employees. 

8). The yield management will be applied to the designed service operation. 


In the end an overall conclusion of the whole assignment will be given.

VIP Airlines Business Service


VIP Airlines is a major air carrier in Europe and it connects the important hubs in Germany, France, Spain and UK. The airline has successfully measured up the challenges of the European market and it became one of the most prestigious airlines by remaining the market leader in the business travel segment.
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VIP Airline is focusing continuously on winning and keeping customers by offering superior service quality at market-based prices, based on their long-term strategy to guarantee the sustainability of the company; for the stakeholders, they need to improve and enhance their service quality on short-term. They realized that this cannot be realized only on-board service, so they decided to offer to their business class customers a brand new exclusive ground service.


The new Business Class Ground Service has to guarantee check in and out, and waiting time comfort for the business class passengers who depart and arrive. As part of the Management Operations team, we have received the board of director's request to design the new Business Class Ground Service based on the following specifications:

1. Front-desk that offers multiple services (check-in, car-rent, hotel booking service, city info, messaging service…etc…)

2. Small lounge with food and beverage facilities (snacks and drinks, no meals)

3. living-room interior (guests should feel comfortable during their stay)

4. premium location in the airport buildings

5. attractive name

6. easy and distinct routing (operations layout)

7. maximum capacity of 30 persons

8. maximum floor surface of complete operation 200m²

9. staff requirements may not exceed 3 people (front desk, bar, general service)

10. manage the capacity efficiently

Our mission is to design the business lounge that fits the requirements and meets all the business customer's expectations. 
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Service Design
In this section we will describe the purpose of the business lounge, in addition the specifications of the service design with details of each section.

The purpose of the business lounge

The intention of designing services and products is to satisfy the customer's needs by meeting their expectations. A satisfied customer is a customer who is very likely to return and use out services again. The business lounge is meant to provide all sorts of comforting facilities that will cater the business traveler's needs. Therefore, the services that the lounge will provide will be based on luxury standards and high-class service.

The service in VIP Airlines
[image: image7.wmf]The sky is just a gigantic blue rock into which the earth is implanted in – this principle was respected in ancient times. Since the earth has a large and truly heavenly globe, we offer the greatest travel services. Our services are also linked to emotions such as sympathy and harmony, friendship and loyalty to the customers. These feelings belong to features which are permanent and reliable – feelings where fiery passion is not the main element, but rather tranquility, mutual understanding and unshakeable trust. Therefore, we decided that this name resembles our distinctive customers 
Overall design

In its beauty, magnificent color, clearness blue, the VIP Lounge surface area is approximately 200m² and its maximum capacity is 30 persons. The lounge is divided into three main areas: Front Desk, F&B Lounge and Living Room. 
The Front Desk is a service node for check in, car-rent, hotel booking, messaging services, providing city information and any other related information. The front desk employee will be able to handle any enquires and requests in order to fulfill the customers’ needs.

The purpose of the F&B lounge is to provide the customers with basic snacks and drinks. The snacks will consist of assorted croissants, sandwiches, pies, cakes and fresh fruits. The drinks will include soft drinks, fresh juices and hot drinks. All this will be offered in a self-service system. The F&B lounge will be divided into smoking and non-smoking areas to cater to all our customers.

The living room area is our main focus on luxury and comfort. The sitting area consists of top-quality couches with TVs suspended from the ceiling and a lazy boy that messages the entire body for the utmost comfort, complemented with relaxing music. The lounge will also provide wireless internet, on-line connected computers, fax and telephones. In addition the bar will be included in the area. Toilets facilities are located in between the F&B lounge and the living room. The lounge will have enough space for the movement of our customers so it would not be too crowded.

System Design
In this section the system design of the VIP Lounge will be explained with details regarding the way that the service will be offered in the lounge.

VIP Lounge as a Service System Design

[image: image8.wmf]In the 60 m² floor service of luxury, the VIP Lounge meets all the services needed to welcome and comfort the business travelers. The main entrance leads to the front desk. The front desk has a surface of around 3 m² and it’s goal is to satisfy the customers by assisting them in check in, car-rent, hotel booking, messaging services, and in providing them city information and any other related information as mention before. 

The F&B area is intertwined with the lounge. On the middle margins, the buffets are delicately arranged with a large variety of snacks and drinks. The snacks will consist of assorted croissants, sandwiches, pies, cakes and fresh fruits. The drinks will include soft drinks, fresh juices and hot drinks. All this are offered in a self-service system.  The seating area is providing bar tables as well as comfortable restaurant tables with armchairs. The whole capacity of this area is 30 m². 

At the exit of the F&B and the lounge areas, the restrooms are positioned at both sides, with a surface of 3 m² for each one of them. They have a sparkling mirror with spot lights. Three toilets are available in both of them (Men/Women).

The living room area is the main focus on luxury and comfort. It is split into two parts smoking and non-smoking. It offers 2 3m long curved bar, an amazing seating area furnished with   top-quality couches with TVs suspended from the ceiling. Adjacent to the bar, an area is designed with on-line connected computers, fax and telephones. Wireless internet is available at any time within the lounge. The Lazy-boys are also offered with messaging technology to enhance the experience. The whole atmosphere is complemented with relaxing music. 

VIP Lounge Crew


The VIP Lounge has three enthusiastic skilled employees. They are responsible for the whole service within the lounge. One employee is needed in the front desk and in the bar. One for sanitation/general services, the last one is responsible for the general service in the lounge; he is also acts as a manager to the rest of the crew.

The crew is fully trained to be able to handle any enquires and requests in order to fulfill the customers needs. Even though that the business travelers are not likely to spend more that 2 hours in the lounge, our crew can manage to serve more or less than 30 persons with maximum efficiency. Avoiding queuing is the main focus. 
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VIP Lounge Layout


When it comes to service or product design, layout refers to the way an individual or a group operates according to how the facilities are arranged. In this section, two basic layout types will be discussed, which are “Fixed-position” and “Process” layouts. Then we will show what type of layout best fits our VIP lounge.

Fixed-position layout

[image: image9.wmf]
Fixed-position layout focuses on the movement between transformed and the transforming resources. Instead of materials, information or customers flowing through an operation, the recipient of the processing is stationary and the equipment, machinery, plant and people who do the processing move as necessary. This layout is usually used when the equipment is too large to be moved with ease or it’s just too delicate. Some examples of activities that fit such a layout are as follows:

· Motorway construction

· Open-heart Surgery

· High-class service restaurant

· Shipbuilding

· Mainframe computer maintenance


As can be seen through the examples, Fixed-position layout involves the materials, information and people transportation towards a stationary recipient or site. However, when it comes to routing from activity to activity, Process layout is the rights design.
Process layout


In process layout, similar processes are located together. It means that when products, information, or customer flow through the operation, they will take a route from activity to activity according to their needs. Examples of process layouts include:

· Hospital

· Machining the parts which go into aircraft engines

· Supermarket

The density of customer traffic flow is an important piece of information in the detailed design of this type of layout.

The VIP layout


After showing two basic layout types, it is necessary to establish a decision to see that the nature of operations in the VIP lounge is based on Process layout. The three main areas are located differently but consecutively. The route of activities starts at the front office, where the business passenger is greeted by the receptionist and assistance is offered when the client requests it. Then the route takes the customer towards the F&B lounge, and finally ends at the living room. The customer is free to move between the areas depending on his or her requirements (can be seen from the diagram). Therefore the process layout best fits with the VIP lounge operations.

[image: image10.wmf][image: image11.wmf]
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Flow-chart of the customer encounter

Cengiz Haksever defined flow-charts as “diagrams consisting pictorial symbols connected by directed line segments. Their purpose is to show the sequence of activities, task materials flow, operations, people’s movements, logic flow, data and information flow or authority flow in organizations”.

Our flow chart describes the complete service encounter, starting with the moment of entrance into the lounge till the departure of the customer.
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Location of the operation

In this section the location of the operation will be discussed. First, the location selection and the site selection will be defined. After this, the different methods of choosing the best location will be examined. In the end the exact location will be established. 

Location selection

According to Cengiz Haksever location selection is defined as a macro decision involving which countries, regions within a country, and communities are appropriate for locating the service units. Location selection decisions are influenced by certain factors, which are non-relevant for our case, since we already established that the VIP Lounges will be placed in all the airports that the VIP Airlines operate in.

Site selection

Haksever identified that site selection can be seen as a micro decision as to a specific piece of property on which to establish the service. Site selection may be divided into two stages: community and specific site selection. The site chosen should be appropriate to the nature of the service operation, so clearly, the factors involved will differ depending on the type of business.

VIP Airlines tries to maximize profit through the overall operation and not directly through the lounge. That is why we decided that the VIP Lounge is a non- retail service.

We had three different choices for locations: two of them were next to the Duty Free and one of them was adjacent to the departure gates. The locations can be seen below, noted with “A”, “B”, and “C”.


 The method chosen for site location is “Factor-Weighted Method”. This method involves 6 steps:

1. develop a list of relevant factors

2. assign a weight to each factor to reflect it’s relative importance in the firms objectives

3. develop a scale for each factor

4. have management score each location for each factor using the scale in step 3

5. multiply the score times the weights for each factor, and total the score for each location

6. make a recommendation based on the maximum point score considering the results of qualitative approaches as well

The table below shows the results of the method applied for the VIP Lounge location:
	
	Location Scores
	Weighted Scores

	Factors
	Importance weight
	Site A
	Site B
	Site C
	Site A
	Site B
	Site C

	Zoning
	4
	1
	3
	5
	4
	12
	20

	Traffic and access
	6
	2
	2
	3
	12
	12
	18

	Proximity to Departure gates
	8
	1
	3
	5
	8
	24
	85

	Proximity to Duty Free
	5
	5
	5
	4
	25
	25
	20

	TOTAL
	
	9
	13
	17
	49
	73
	143


The method shows that the site C is the best location, having a score of 143. Other reasons for chose the third option are the following reasons:
· Most of the passengers prefer to relax in the lounge after they are done with their sopping activities in the Duty Free

· Gives business passengers faster and easier access to and from the departure gates

· The short distance from the lounge to the departure gates decreases costumers stress regarding time

VIP Lounge Job Description

The VIP crew consists of three skilled and friendly employees. Only the best candidates will be chosen in order to match our luxury service. The VIP crew will be fully trained and they will work as a team, in order to serve our guest as best as possible. 

The first employee of the crew will be responsible for the front desk service. Her/his duty is to welcome the business travelers in a pleasant way, to check in the lounge the customer and to be able to offer nicely and efficiently any relative services, such as: car rental, hotel booking, tickets confirmations for other trips and city information. The number one Focus is to avoid queuing. The Front Desk employee must be able to provide complete and full answers and requests for any of the traveler. Paper work and delicate public relations skills are necessary required.

The second employee of the VIP Lounge is the bartender. His /Her duties are to serve drinks and cocktails. This work requires an energetic person in order to avoid queuing. A bartender training will be needed, as the quality of the cocktails must be based on specific standards.

The third employee will be responsible for the general service within the lounge. His/Her duties are to verify the freshness and availability of the foods and the drinks in the F&B area, supervise the self service, help the customers in the seating area, help the guests in the computers section, and if needed, help the front desk or the bartender. This employee acts as a leader for the rest of the crew. 

Employees Scheduling

In this section the employee scheduling will be prepared. First, scheduling will be defined, than the different methods available will be analyzed. In the end, the schedule will be explained and posted.

Slack defines scheduling as a process of creating a detailed timetable showing at what time or date jobs should start and when they should end. The main task of scheduling is to make sure that sufficient numbers of people are working at any point in time to provide a capacity appropriate for the level of demand at any point in time.

There are two different methods available: Forward and Backward. Backward scheduling method is effective and it involves starting jobs at the last possible moment to prevent from being late in executing the task. On the other hand Forward scheduling method, involves starting work as soon as it arrives.

Since the service in the VIP Lounge is a non-stop service, we decided that the most appropriate method is the Forward method. At any time there are needed three employees. The number 1 rule is that any shift has to be no longer than 8 hours with minimum 2 days off. In conclusion, we need at least three employees present and working at any time of service. We noted them as follows:

	
	Saturday
	Sunday
	Monday
	Tuesday
	Wednesday
	Thursday
	Friday

	Front-Desk(1)
	OFF
	WORK
	WORK
	OFF
	WORK
	WORK
	OFF

	Front-Desk(2)
	WORK
	OFF
	WORK
	WORK
	OFF
	WORK
	WORK

	Front-Desk(3)
	WORK
	WORK
	OFF
	WORK
	WORK
	OFF
	WORK



Every week, one employee takes an extra day off, in the example given above, Front-Desk (1) has three days off; the week following that Front-Desk (2) will have it a third day off and so on. The schedule is the same way for the bartender and for the general services employee. 
The weekly schedule for the part time employees
	
	Saturday
	Sunday 
	Monday
	Tuesday
	Wednesday
	Thursday
	Friday

	Part-time(1)
	OFF
	WORK
	OFF
	WORK
	OFF
	WORK
	OFF

	Part-time(2)
	WORK
	OFF
	WORK
	OFF
	WORK
	OFF
	WORK

	Part-time(3)
	OFF
	WORK
	OFF
	WORK
	OFF
	WORK
	OFF

	Part-time(4)
	WORK
	OFF
	WORK
	OFF
	WORK
	OFF
	WORK

	Part-time(5)
	OFF
	WORK
	OFF
	WORK
	OFF
	WORK
	OFF


In our lounge, we only are going to use 5 people to work as part time employees to refill the "off" days of our permanent employees. The part time employees are: 1 front desk agents, 1 general service employees and 1 bartender. Two of them will work 4 days per week and the rest of them are working 3 days per week. The work hours will also be 8 hours and minimum of two days off. 

Yield management

Yield management is an approach originated in the airline industry but it is used as well in many other services. Yield management is defined as a business philosophy and a methodology.  Its purpose is to maximize the profit by increasing the total revenue and decreasing the total costs. This approach has a maximum effect over the organizations in the following situations:

· The firm is operating with relatively fixed capacity.

· Demand can be segmented into clearly identified partitions,

· Inventory is perishable.

· The product is sold well in advance.

· Demand fluctuated substantially.

· Marginal sales costs and productions costs are low but capacity change cost are high.

The basic idea behind the yield management is to partition the inventory of revenue-generating units and sell them to different customer segment. This management system has to address four basic issues to optimize revenue:

· Demand patterns for various rates/fares.

· Overbooking policy.

· Demand elasticity’s and

· Information system.

As we already mentioned, VIP Airlines tries to maximize profit through the overall operation and not directly through the VIP Lounge. The overall operation includes the actual flight, the different classes and segments of operating, the catering meals and so on...All these are paid through the flight ticket. VIP Airlines focused on the Yield Management approach while establishing the costs of a flight ticket.

The VIP Lounge is just a component of the overall operation and its only revenue is given by the bar. The prices of the cocktails in the bar will be equal to the prices of a luxurious bar of the operating city. A discount will be available for the regular customers. The customers that have more than 300 miles can beneficiate of a discount of 10%. The ones that have more than 500 miles can have one free cocktail and a discount of 15% for any drinks.

In order to avoid queuing and to make the operation flow as perfect as possible we focused on the 4C’s strategy:

The 4 C's strategy pinpoints the main issues that have to be taken into consideration: calendar, capacity, clock and cost.

· Clock: related tactics to resolve the service delivery timing of a date.

· Calendar: related tactics to resolve the service delivery timing.

· Capacity: issues involve clearing the market by selling available capacity, while smoothing out the peaks and valleys in customer demand, and the overall organization resources.

· Cost: the different prices supported by the organization, and the different prices established by the organization.

Conclusion

In this part, the final conclusion of the report will be given with a sum of all the sections. First, a short description of the VIP Airlines and their standards was followed by an explanation regarding the design of the service based on the given specification.  Second, a system that creates the service design was detailed. After this we exposed over the layout chosen for the designed system. Than Flow-chart of the complete service encounter was developed and listed. Next, the various methods of choosing the location of the operation were presented and the procedure that we followed is provided. In the sixth part of the paper, the job description for the service operation was developed and explained.  Furthermore, the various scheduling methods were evaluated and approached. Finally, the yield management was applied to the designed service operation. 

To conclude, VIP Airlines has evolved into what is truly a remarkable service that does not only satisfy the customer but it exceeds that by giving customer an experience to remember till the end of times.
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