Operations Management BAA &
BA Heathrow Terminal 5
operational failures

by Emanuel SanchesLopes

Submission date: 04-Dec-2018 01:13PM (UT C+0000)
Submission ID: 96210204

File name:
1286_Emanuel_SanchesLopes_Operations_Management_BAA__BA Heathrow_Terminal_5_operational_failures_84837_1184279216.docx

Word count: 3328
Character count: 19807



5 Prifysgol Cymru
2% Y Drindod Dewi Sant

" University of Wales
Trinity Saint David

— BAA & BA Heathrow
Terminal 5 operational
failures

Student name: Emanuel Sanches Lopes
Student number: P151595

Programme: HND/BSc (Hons) Logistics
and Supply Chain Management Level 6

Module Name and Code:M6X01290

Lecturer: Irina Neaga




Emanuel Lopes P151595

Contents
VT OCMSEINN .1+ eeveeeseseeseees e eeseeee s e e et se e et e s sess st et ne e ers e esenesr s 2

Operation management is divided into four categories: direct, design, deliver and develop. .............. 3

The four Vs dimension of the operations process: Volume, Variety, Variation and Visibility................ 4

Inputs & Output process....
Operational level performance & ObJECLIVES ..o eeereecereee e et sne e
British Airport AUTROFITY (BAA) .ot e s sse et sn e e s s sbesaerassssnesinee O
BIILISH ATFWAYS ©oveerieieeeet et sttt st st e s saa et e sa e e asaest e see st enstnnbesaesaneseensensssansnnsnnennens 1O
Heathrow Terminal 5 operational failures...........ccvceeeieieniniieeeree s seeresemsessemsnenes 11
DI EIIGIENN 555555 ssssssssisssasssssnssnsssssssssesisiasssesesissasisesssisinisaisssanissis s ninaaanissasisesssissasesesisiasasessnaninnsassasins N9

References .....




Emanuel Lopes P151595

Introduction

This report will consider aspects involved in the processes of operation
management it will analyses why it is important for organisations to design,
develop, deliver and develop an operational process. It will briefly highlight the
four Vs dimension of the operations process that organisations need to consider
when implements and deliver strategies: Volume, Variety, Variation, and
Visibility. The report will discuss the five performance objectives in operation
management; Quality, Speed, Flexibility, Costs, and Dependability. The report
will evaluate the BAA investment decision to build a new terminal at Heathrow
airport known as Terminal Five (T5), and analyses if the project delivers the
company's main objective. It will also consider why British Airways (BA) made
the decision to take full control of T5, and how successful that operations

strategy has been for the company.

Every business needs an operation management plan to ensure that
organisations have a deeper understanding of its activities or product. The
process involves dividing each service or product into small pieces in order to
make them more efficient and manageable; the aim is to create an added value
to customers and consumers. The operation management process is designed
to ensure that products and services are delivered at the right time, right place,

right quantity, right quality, and at the right price.
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Operation management is divided into four categories: direct, design,

deliver and develop.
The above-mentioned categories create the core function of any business; this

process will ensure efficient management of resources to satisfy both internal
and external customers. The organisations will engineer its resources to create
an output and fulfil the market requirement, respond to environmental changes

(Slack, et al., 2016).

e Directing - The operation management system is responsible for directing
the overall strategy of the operation. This process has a general
understanding of the strategy process, which provide a performance
guidance, it helps organisations translate their vison into reality,

consequent organisations can design their operation process.

e Designing- The designing operation process will determine the physical
form and shape. The composition process can be divided into two

categories: create a product or deliver a service.

e Planning and control- The delivering stage in the operation process will
look how the plan will be carried out and create measurement process to
enable its control. For example, products in the supply chain must be
delivered to customers which requires planning and control, so that the

operation can be cost effective.

e Developing- The developing process recognises in which stage the
operation is at, therefore it can be modified in order to improve
performance, increase capacity, or make operations robust in order to

reduce waste (Christopher, 1992).
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The four Vs dimension of the operations process: Volume, Variety,
Variation and Visibility.

e The volume for the output has a significant importance in the organisation
operations; it creates a systematic work frame that enables the work to
be standardised, so the procedures can be divided or repeated. In supply
chain, this allows the units cost to be reduced, so organisations can be
specialised because of large volume orders and of a competitive price

(Wells, 2018).

e Variety - The ability for organisations to provide a different number of
products or services gives the organisation the flexibility to cater for a
diverse number of customers; for example, a paint manufacture which
provides a wide range of colours can increase its market share. The variety
and volume correlation, the higher the variety, the lower the volume of

service or product is (Wells, 2018).

e Variation is the ability that an organisation has at its disposal in order to
fulfil market demand; such as haulage companies with different sizes of
vehicles, trailers and tankers can increase its chance of becoming a
desirable choice to customers as it is able to fulfil requirement (Blythe,

2009).

e Visibility is a key factor for both internal and external customers;
operations become more efficient when employers can see the outcome
of their input. This will facilitate organisations in achieving their goals and

objectives. In supply chain integration, visibility improves the strength of
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the supply chain by making data available to all the stock holders,
including customers, with the ability to track products from manufacture

to their destination (Margaret, 2009).

The four dimensions increases costs in order to deliver a service or products.

However, the high volume, low variety, low variation and low market share

keeps process costs down. On the other hand, low volume, high variety, high

variation and large market will generate higher operation costs (Blythe, 2009).

Inputsutput process

The Input processes is the processes of transforming resources in an

organisation; this can be categorised as material, information, and customer

(Porter, 2009).

L]

Materials- The material process includes the transformation of physical
properties (shape or composition). The material operation management
process is also responsible for the location of a product and where it will
be consumed. For example, a steel mill, has the process of transforming
raw materials into desirable products. Thereafter, they need to have a
further process to ensure that the products are delivered to them before,
and after being processed in order to make operations cost effective with

a smooth cash flow process (Richards, 2014).

Information operation is the gathering of information to facilitate or
complement other activities in the organisation. For example, accounting
will provide the organisation with a clarity of its financial resources,

storage information gives the organisation an overview of its capacity,
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which can plan to increase or decrease expenditure in that department

(Slack, et al., 2016).

Customer operation process can change the physical property in the
similar way as a material process. There are two customer operation
processes: physical transformation, for example, a dental surgery will
perform an operational process to improve customers’” wellbeing.
Secondly, entertainment company operations are focused in satisfying
the customers with services, such as music, television and radio shows. In
customer operations, the customer plays a vital part to the organisation
when it creates services or products it is offering. In other words, the
customers’ needs and wants will drive the operations focus (lvancevich,

et al., 2017).

The result of the output process needs to be understood by operation managers.

It is important that it is understood that alongside tangible products which

increases revenue, that the difference services which do not appear to make

money, intangible things, are recognised as equally important processes.

For example, a customer service helpline is an activity that increases costs but

adds value to the organisation; an intangible service. A car assembly line

produces car at a cost and generates revenue, a tangible operation. Both

tangible and intangible operations will add value to the organisation and should

not be neglected.

Operational level performance & objectives

e Quality is the ability that an organisation has when it continuously delivers

a high level of service or product with great performance to satisfy its
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customer. All operations require a high level of quality in order to achieve
its objective. The quality is the most visible part of operations strategy,
consumer and customers’ expectations need to be met; the judgement of
the customer will be easily express in satisfaction or dissatisfaction.
Quality reduces operational costs. If quality becomes an object in the
organisation, less mistakes will be made. By implementing quality control
processes will avoid losing time in the fix process. Market research has
proved that when customers are satisfied with a product or services the
first time, they will use again and again. Quality increases dependability
to customers and consumers. When the product or service provided by
the organisation has quality it saves time, saves money, and gives stability

(Slack, et al., 2016).

Speed is measured by the efficiency and time that an organisation takes
to respond to the customers’ requirements. The main benefit to the
operation management is if goods are made and services are delivered on
time, at the right location, it will increase its market share; which will
generate financial reward to the organisation. In operation management,
speed helps to reduce the damage which has been created by uncertainty
and changes in the market (Richard, Crandall E; Crandall, William R; Chen,
Charlie C;, 2015). The speed in which the information is shared in the
organisation will facilitate the decision-making process when action is
needed. Speed reduces inventories techniques like just in time will
increase the speed in production and will reduce the cost of holding stock
in inventory which will reduce the risk of stick being misplaced or lost in

large ware houses or large manufacturing plants. Stock is equal to cash




Emanuel Lopes P151595

being tied up, so the quicker items can be processed the quicker the items

can be sold which will generate revenue faster (Waters , 1995).

Dependability there are three criteria to look at from an operation
management perspective. There are many freight companies that can
provide the same service as DHL, but do not offer the same performance
as DHL. DHL has a reputation for being on time and being at the right
place. This offers dependability to their consumers. Which in long term
operations, saves time, money and avoid risks. This is one of the reasons
they are the only company is considered by the F1 team, to move their
goods around the world (DHL, 2018). Dependability leads to stability for
their consumers, as there is a correlation between stability and quality of

service (Cooper, 1993).

Flexibility means being able to modify operations is a way to fulfil
demand. This can be the ability to introduce a modified product or service.
Flexibility also gives organisations the ability to mix a range of products
and services in order to make the operations more efficient. Volume
flexibility enables companies to react to market and environmental
changes quickly; building volume ready for peak periods and reducing
thereafter. Flexible delivery is the ability to change delivery, for example,

to be more in keeping with their customers’ needs (Slack, et al., 2016).

Cost — every operation needs to have a plan of making their operations
more efficient by reducing and avoiding costs when possible without
compromise quality, speed, dependability and flexibility (Richard,
Crandall E; Crandall, William R; Chen, Charlie C;, 2015). If managers can
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run their operations in a cost-effective way, they reduce the risk of
changes in the market. If operation managers can make savings on
products and services, they can allocate these resources to other
departments in order to make the organisation more efficient. For
example: new equipment, new IT systems, staff training etc (Roussell &

Cohen, 2013).

e QOperation managers can reduce costs internal when implementing new
operation strategies, so one way to improve performance cost is to
improve the all operations objectives and performances. Operational
processes that are designs with high level of quality do not waste time or
effort in redo things, fast operations objectives reduce cost by avoiding
micro operations, as well reducing administrative costs, operation
managers need implement a limitation on dependability to avoid
disruption. Flexible operation adapts quickly to changing in
circumstances, by create a micro operations response to reduce time
wasted and utilise resources to the full capacity, in order to control

operation costs (Christopher, 1992). The ...

British Airport Authority (BAA)

Heathrow Airport extended its operations by constructing a new terminal with
the aim of increasing its operational capacity. Terminal Five (T5) took 19 years
from inception to completion and is one of the most important logistics
infrastructures in the UK; the terminal has the capacity to accommodate 35
million passengers annually. Heathrow and BAA LTD conclude that the opening
of T5 alleviated congestion from o other terminals, therefore, increased growth.

The construction period lasts six years (Virji, et al., 2010). The project from a
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construction point of view was well designed because BA implemented lots of
processes to manage each potential issue or problem. The major issues that they
faced was security; security had to be in place before the build start, as T5 is an
extension of an already busy fully operational airport. During the construction
phase BAA had a very robust ‘Just in Time’ schedule for materials. This is because
on a normal construction site, materials are delivered to the site, to be used.
However, in the T5 build, materials had to be stored off site, and transported in
on a need’s basis. This plan, which involved a huge amount of coordination, was

a success as the project was bought in on time.

Traffic from the M25, could have delay the planed processes, because, of the

volume of traffic and the unpredictable nature of the location.

BAA, before they subcontracted or out sourced any work, developed an
operational handbook which set out their criteria, standards and rules to which
any subcontractor must meet. Therefore, they chose contractors who delivered
on quality rather than price. In some instances, business’ try to save money, by
using the cheapest quote, however, this strategy can lead to unforeseen issues
and costs down the line. BAA also treated their subcontracts as partner, giving
them free range on costs, subject to justification, to make sure quality was
delivered. They also managed risks on the project by only using products and
processes that had a proven track record; no experimental ideas, which may
have needed to be tested, or could run over in budget and time, were used.
Materials used all met the 1SO 9001 Certification standard to ensure quality of
product; by implementing these risk management processes, BAA were able to

deliver a quality product on time.

British Airways

10
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BA created an operational strategy, by taking exclusive control T5 a logistics
facility that cost £4.3 billion. This operation strategy will bring 80 percent of
British Airways passages into one location. T5 is five times bigger than (Terminal
Four) T4, which gives BA a competitive advantage over its rivals. The capacity of
the terminal gives BA the opportunity to capitalise on the four Vs. dimension of
the operations process: Volume, Variety, Variation, and Visibility. The T5 has
three satellite buildings (A, B and C), 22 food and drink outlets, 34 different
shops and 60 aircraft stands as well as direct connection to airport hotels which
have the capacity to provide 605 beds, 3, 800 cars parking spaces. It also has
transport connections between buildings, and quick access to public transport:
railway, buses, and the underground network, which provide easy access for

passengers in an out of London (Boynton, 2008).

The operational strategy that BA implemented had the consumers’ needs at its
heart. They identified their consumers’ needs, then build their operational
strategy around that. Their aim was to offer a service that met their operational
targets for: quality, flexibility, dependability, speed and cost (LHR Airports
Limited, 2018).

Heathrow Terminal 5 operational failures

The project was formed of two phases: the construction of the terminal and the

operational

BAA designed the project which they designed, developed and delivered. From
the two considerations, mentioned above, from the BAA perspective and BA
perspective, they achieved their operational objectives until the point to ‘open
day’. The last process of the operational management was the deliver the

project and open the doors ready for public use. This is where the project failed,

11
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the reason this happened was because BA did not take into consideration the
volume in traffic and parking provisions in and around T5. The staff car park was
located a distance from the terminal; consideration was not made for the time
it would take for staff to get from the car park to their workstations. In addition,
there was a backlog of staff trying to pass through onsite security as there were
not enough security staff to facilitate this. From an operational perspective, the
lack of speed created a “cause and effect’ situation, which had a knock on to the
rest of the operations. The other failure was an IT failure: the IT system crashed
as employees tried to log in, this was because the system was not robust
enough, as consideration was not made, for a large number of employees all

logging in at the same time.

Issues with the IT resource management system, which is used to manage
luggage allocations, i.e. load and offload luggage, allocate the correct bags to
the correct conveyor belt to the correct luggage truck and the correct plane had
failures and the same in reverse. This occurred due to lack of user training, this
was unknown to BA as they did not do a trial run before open day. Staff were
busy processing new luggage; however, there were not enough staff to load that
luggage on to the next stages of its journey through the airport (Heathrow
Terminal 5 - Success or Failure?, 2012). This led to a massive backlog of luggage;
this made the operation go into meltdown. This affected services as T5 flights
had to be canceled; the primary objective of TS5 was to accommodate a large
volume of airport users. However, they failed to deliver quality, speed, flexibility,

dependability, and cost (Christopher, 1992).

12
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Conclusion

Every operation management process must be carefully designed because they
have many hidden components. Therefore, the development of the process
must be developed gradually in order to maintain control, so that planned
objectives can be achieved. Performance must be monitored and evaluated, and
changed if necessary, as a plan proceeds so that compromises are not made in

any of the five elements: quality, speed, flexibility, dependability, and cost.

The above case study of BA is a practical example which shows that the bigger
the operation, the higher the probability is of seemingly small operational
failures having a significant consequence on the overall operational objectives.
As a transport and logistic operative BA was to supposed to open the terminal
in stages in order to mitigate operational failure risks in order to ensure that
passengers and luggage were, at the right place, at the right time; failing to do
this creates additional operation costs and increases staff dissatisfaction, which

will, directly and indirectly, affect customer experience.

13
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