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61 348 Service Operations Management
Midterm Exam Answer Sheet
Short-type Essay Questions:

1. What is the difference between efficiency & effectiveness? Can one work without the other? Why? Why not? (4 Points)

Effıciecy means minimizing your resources or factors of production while attempting to achieve your objectives. On the other hand, effectiveness means actually achieving your aims and objectives. Efficiency and effectiveness shall work hand to hand to be successful. For, companies might intensively, while achieving their objectives, minimize their resources to the extent it becomes impossible to reach their objectives. Moreover, companies, might not achieve all its objectives because all their resources have already been exhausted!
2. What are the characteristics of Service Products? (2 Points)

Service products are:
· intangible
· heterogeneous
· perishable

· produced, delivered & consumed in the same place
3. What is Service Technology? (2 Points)

Service Technology refers to the way a service sector establishment produces and delivers its service products.
4. What are the major challenges faced by Service Operation Management designers as far as “Human Component” is concerned? How to handle these very challenges? (4 Points)

The major challenges faced by Service Operation Management designers as far as “Human Component” is concerned are:
· Human element is difficult to control
· Human components brings lots of uncertainty to the entire process
· Employee productivity & customer satisfaction are hard to measure!
These very challenges might be handled through:
· Effective training of the staff
· Pertinent information & effective communication between service provider & user
· More usage of technology!
5. Which establishements can be seen as the major competitors of Hillside Hotel? (2 Points)

In the Hillside Hotel case study, the major competitors of Hillside Hotel were:
· Plaza Hotel

· Penguin Hotel

6. What are some advantages of Service Blueprint under Automated Systems? (2 Points)

Some advantages of Service Blueprint under Automated Systems are:
· Standardization of product service
· Provision of Quality Product Services

· Minimize guest complaints

· Create guest satisfaction...

7. What is Total Quality Management (TQM)? (3 Points)

Total Quality Management is a philosophy that drives not only from customer satisfaction but also efficiency and effectiveness in every management function of the organization. Organizations that are committed to total quality work to achieve quality in every aspects of the operation in the company: from production planning to marketing and customer satisfaction.

Problem Solving:

1. The following table shows the number of Guest Nights, Average Bed Price, and Total Room Revenue of Hillside Hotel for the last four years. Use these data to answer the underneath questions. 

	Year
	Guest Nights
	Average Bed Price
	Revenue

	 
	(1)
	(2)
	(1) * (2)

	
	
	
	

	1
	101,478
	$55.92
	$5,674,992

	2
	109,683
	61.46
	6,740,792

	3
	112,238
	67.44
	7,569,682

	4
	117,600
	72.09
	8,477,890

	5
	 
	 
	 


a) Forecast demand (in Guest Nights) for the 5th year using the Double Moving Average Growth Method. (Show all necessary calculations) (2 Points)

	Year
	Guest Nights
	Double Moving Average

	
	
	

	1
	101,478
	 

	2
	109,683
	105,580.50

	3
	112,238
	110,960.50

	4
	117,600
	114,919.00


· Total Double Moving Average Growth = (114,919 – 105,580.5) / 105,580.5 * 100 = 8.84 %
· Period’s Double Moving Average = 8.84 % / 3 = 2.95 %
· Forecasted Year 4 – Year 5 Guest Nights = 114,919 * 1.0295 = 118,307. 16 Guest Nights
· Forecasted Fifth Year Guest Nights = (118,307.16 * 2) – 117,600 ≈ 119,014 Guest Nights.
b) Now use the regression equation: Y = 5,093 * X + 97,158 to forecast the guest nights for the 5th year (1 Point) and comment on this very result compared to your answer in part a) (1 Point)?

· Fifth Year’s Guest Nights = 5,093 * 5 + 97,158 = 122,623 Guest Nights
.

c) Use the regression equation Y = 5.45 * X + 50.60 to estimate the Average Bed Price (ADR) for the 5th year. (1 Point)
· Fifth Year’s Average Bed Price = 5.45 * 5 + 50.60 = $ 77.85.
d) Now calculate the Total Room Revenue (do not forecast) for the 5th year using the above results found from parts b) & c). (1 Point)

· Fifth Year’s Total Room Revenue = 122,623 * 77.85 = $ 9,546,200.60
2. The Executive Housekeeper at Hillside Hotel wishes to establish a quality control program for the bed/room making function. She thinks that trained & skilled employees should be able to work efficiently & effectively. But, at the same time, she is worried about the quality of the cleaning & other services provided by her staff. She decides to observe the productivity (measured here as function of the number of rooms cleaned by every employee in 1 hour) of the employees. Using five different samples taken during the weekdays, she has managed to collect the following data:

	Sampling Day
	Average # rooms per
	Range (Highest - Lowest)
	# of

	 
	employee per hour
	 
	observations

	
	
	
	

	1
	2.5
	1
	10

	2
	3
	1.1
	10

	3
	2
	0.8
	10

	4
	2.8
	0.8
	10

	5
	3
	1.1
	10


a) Calculate the Average Sample Mean (ASM). (1 Point)

· Average Sample Mean = (2.5 + 3 + 2 + 2.8 + 3) / 5 = 2.66 rooms per employee per hour.
b) Calculate the Average Range. (1 Point)

· Average Range = (1 + 1.1 + 0.8 + 0.8 + 1.1) / 5 = 0.96 rooms.

c) Calculate the Upper Control Limit (UCL) & Lower Control Limit (LCL) of the R-Chart. (1 Point)

· R-Chart Upper Control Limit = 1.78 * 0.96 = 1.7088 rooms ≈ 1.71 rooms
· R-Chart Lower Control Limit = 0.22 * 0.96 = 0.2112 ≈ 0.21 rooms.
d) Calculate the Upper Control Limit (UCL) & Lower Control Limit (LCL) of the X-Chart. (1 Point)

· X-Chart Upper Control Limit = 2.66 + ( 0.31 * 0.96) ≈ 2.96 rooms per employee per hour.
· X-Chart Lower Control Limit = 2.66 – ( 0.31 * 0.96) ≈  2.36 rooms per employee per hour.
e) Draw the R-Chart. (2 Points)
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f) Draw the X-Chart. (2 Points)
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g) What would you comment (i.e. Infer) from the findings of the R & X Charts? (2 Points)

The R-chart shows that the process is in control. (i.e. The range or difference in the average number of rooms cleaned per employee per hour is well between the lowest and highest R-Chart’s Control Limits). On the other hand, as far as the X-Chart is concerned, only the observation of the third day seems to be below the Lower Control Limit, while all the other observations strongly fit the Upper & Lower Limits. 
This might imply that room maids (on each specific day observations was taken), clean more or less the same number of rooms in each hour, but on the third day, it seems that the quality, skills, level of training, and degree of motivation of employees is under the average other room maids working in the other days, or that the third day was specific in the sense that unexpected problems, or occurrences, that needs to be detected, happened.
Good Luck!
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