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THM 348 Service Operations Management
Final Exam Answer Sheet
1. Bartolomi is the quality department manager of “Les Patates Rondes”, a well-known chain restaurant.  In his effort to improve the quality at the company, Bartolomi prepared SurvQual questionnaire and communicated it to all customers. Upon analysis of said questionnaire, Bartolomi realized that customers spelled out their dissatisfaction in the following areas along with the frequency of those very problematic areas:


	Problem Area
	Frequency

	
	

	Taste of the food
	15

	Smell of the food
	3

	Beverage prices
	25

	Erroneous billing
	8

	Restaurant ambiance
	19

	Employees Behavior
	36


a) 
Prepare a Pareto Chart for the above data. (2 Points)
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b) As “Employees behavior” problem had the highest frequency amongst the other problems, Bartolomi decided to tackle this first. He decided to retrain company’s front line employees (i.e. Waiters, waitresses, cashiers, doormen…) on “Behavior & Etiquette” related issues and give them psychological support on how to approach a customer. After 10 weeks, he wanted to see if there are any quality improvements in the process. To see this, he decided to use run chart. He prepared the following table depicting monthly related guests’ complaints (before / after training). The following table reveals the following results:


	Week
	Guest Complaints (Before)
	Guest Complaints (After)

	
	
	

	1
	3
	4

	2
	4
	5

	3
	3
	3

	4
	3
	4

	5
	4
	3

	6
	5
	4

	7
	3
	6

	8
	4
	7

	9
	3
	3

	10
	4
	3

	
	
	

	Total
	36
	42



Prepare a run chart to compare guest complaints before and after re-training of front line employees. (2 Points)
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c) Analyze the finding in part b). Is there any improvement as far as guest complaints are concerned after retraining front line employees? If there is an improvement, what is the next problem that Bartolomi shall try and solve? (1 Point)
As seen from the run chart prepared in part b), there is no improvement as far as guest complaints are concerned after retraining front line employees.
2. Come up with any 2 strategic initiatives that can decrease the impact of uncertainty while managing supply chains.  (2 Points)

Some of the strategic initiatives that can decrease the impact of uncertainty while managing supply chains are as follows:

· Implementation of total quality control techniques
· Getting use of more dependable means of transportation

· Stocking uncompleted (semi-finished) products

· Postponing product final customization

3. Come up with any 3 strategies to move offline operations online in order to succeed in social media-based competition. Could you explain briefly the 3 strategies chosen? (3 Points)

Some strategies to move offline operations online in order to succeed in social media-based competition are as follows:

· Tune-up reminders → Customers can benefit from regular tune-up reminders related to the service. The reminder might be for a tax filing date or dental appointment posted on Facebook or Twitter.

· Cookie-cutter presence in cyberspace → The more open channels of communication a firm offers, the better the service is perceived by customers. The firm needs to identify where customers go online when they have questions or feedback, and then use those social media channels to respond.

· Lead generation → Firms can develop relationships outside of their services that will lead to referrals. Social media provide the fastest way to spread the good (and sometimes bad) word-of-mouth.

· Customer Education → Instead of selling a service, a firm can educate its customers about a “lifestyle” that indirectly aligns with its service offerings. For example, an insurance company can use social media to promote safe driving.

· Start online, finish offline → Often a customer might pose a question online that involves sensitive information. On such occasions, a service representative can call the customer directly and/or invite the customer to an office to discuss the response. 

4. Why host governments play a significant role in restricting the growth of service globalization? Provide an example supporting this idea. (2 Points)

Host governments play a significant role in restricting the growth of service globalization because they might perceive the importation of foreign services as a threat both economically and culturally. Some examples of practices exhibited by host countries in this regard might be:
· Banning the sales of insurance premiums by foreign companies.
· Giving preferential treatments to local shippers.

· Placing restrictions on the international flow of information.
· Creating delays in the processing of licensing agreements.

5. While adopting “Beating the Clock” strategy, what are some of the issues / topics addressed by a service operation company upon which a decision to develop offensive or defensive strategy would be undertaken? (3 Points)
Some of the issues / topics addressed by a service operation company, upon which a decision to develop offensive or defensive strategy would be undertaken, are as follows:

· Potential impact of time-zone shifts on operations.

· Potential impact of time-zone shifts on marketing.

· Potential impact of time-zone shifts on human resources management.

6. During the past season, 3B Resort Hotel did not achieve very high occupancy rates despite a reservation system that was designed to keep the hotel fully booked. Apparently, prospective guests were making reservations that, for one reason or another, they failed to honor. A review of Front-desk records during the current peak period, when the Resort Hotel was fully booked, revealed the record of no-shows as shown in the below table:
	No-shows
	Probability
	Reservations Overbooked
	Cumulative Probability

	
	
	
	

	0
	0.05
	0
	0.00

	1
	0.08
	1
	0.05

	2
	0.05
	2
	0.13

	3
	0.06
	3
	0.18

	4
	0.13
	4
	0.24

	5
	0.22
	5
	0.37

	6
	0.15
	6
	0.59

	7
	0.07
	7
	0.74

	8
	0.12
	8
	0.81

	9
	0.03
	9
	0.93

	10
	0.04
	10
	0.96


Suppose that a vacant room (because of No Show) results in an opportunity loss of $ 72. 

a) Calculate the Expected Number of No Show Rooms. (2 Points)
· Expected Number of No Show Rooms = (0 * 0.05) + (1 * 0.08) + (2 * 0.05) + (3 * 0.06) + (4 * 0.13) + (5 * 0.22) + (6 * 0.15) + (7 * 0.07) + (8 * 0.12) + (9 * 0.03) + (10 * 0.04) = 0 + 0.08 + 0.10 + 0.18 + 0.52 + 1.10 + 0.90 + 0.49 + 0.96 + 0.27 + 0.40 = 5.00 Rooms.

b) Calculate the Expected Opportunity Loss. (1 Point)

· Expected Opportunity Loss = 5 * 72 = $ 360.00.

In order to avoid some of this loss, 3B Resort Hotel management is considering an overbooking policy. Yet, if a guest holding a reservation is turned away (due to overbooking), other costs would be incurred. 3B Resort Hotel has made arrangements with a nearby Resort Hotel (5N1K Resort Hotel) to pay for the rooms of guests whom it cannot accommodate. Further, a penalty is associated with the loss of customer goodwill and the impact this has on future business. Management estimates this total loss to be approximately $ 160 per turned out guest.
c) Fill the below Overbooking Loss Table (3 Points)
	
	
	Reservations Overbooked

	No-shows
	Prob.
	0
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	0
	0.05
	0.00
	160.00
	320.00
	480.00
	640.00
	800.00
	960.00
	1,120.00
	1,280.00
	1,440.00
	1,600.00

	1
	0.08
	72.00
	0.00
	160.00
	320.00
	480.00
	640.00
	800.00
	960.00
	1,120.00
	1,280.00
	1,440.00

	2
	0.05
	144.00
	72.00
	0.00
	160.00
	320.00
	480.00
	640.00
	800.00
	960.00
	1,120.00
	1,280.00

	3
	0.06
	216.00
	144.00
	72.00
	0.00
	160.00
	320.00
	480.00
	640.00
	800.00
	960.00
	1,120.00

	4
	0.13
	288.00
	216.00
	144.00
	72.00
	0.00
	160.00
	320.00
	480.00
	640.00
	800.00
	960.00

	5
	0.22
	360.00
	288.00
	216.00
	144.00
	72.00
	0.00
	160.00
	320.00
	480.00
	640.00
	800.00

	6
	0.15
	432.00
	360.00
	288.00
	216.00
	144.00
	72.00
	0.00
	160.00
	320.00
	480.00
	640.00

	7
	0.07
	504.00
	432.00
	360.00
	288.00
	216.00
	144.00
	72.00
	0.00
	160.00
	320.00
	480.00

	8
	0.12
	576.00
	504.00
	432.00
	360.00
	288.00
	216.00
	144.00
	72.00
	0.00
	160.00
	320.00

	9
	0.03
	648.00
	576.00
	504.00
	432.00
	360.00
	288.00
	216.00
	144.00
	72.00
	0.00
	160.00

	10
	0.04
	720.00
	648.00
	576.00
	504.00
	432.00
	360.00
	288.00
	216.00
	144.00
	72.00
	0.00

	
	
	
	
	
	
	
	
	
	
	
	
	

	Expected
	-------
	$360.00
	$299.60
	$257.76
	$227.52
	$211.20
	$225.04
	$289.92
	$389.60
	$505.52
	$649.28
	$800.00

	Loss ($)
	
	
	
	
	
	
	
	
	
	
	
	


d) How many rooms shall be overbooked? Why? (2 Points)
According to the above overbooking loss table, 4 rooms shall be overbooked, since, this very scenario yields the least expected loss.

N.B: Your answers to parts a), b) c) & d) shall be rounded to the nearest cent.
7. What is “Subjective Preference Variability”? Provide an example illustrating this very variability. (2 Points)
Subjective preference variability refers to the variability between customers concerning the expectation of what it means to be treated well. For example, one diner might appreciate the warmth of a waiter’s first name introduction while another resents the presumption of intimacy. 

Good Luck
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Statistics

		

				Problem Area		Frequency				Problem Area		Frequency

				Taste of the food		15				Employees Behavior		36

				Smell of the food		3				Beverage Prices		25

				Beverage prices		25				Restaurant ambiance		19

				Erroneous billing		8				Taste of the food		15

				Restaurant ambiance		19				Erroneous billing		8

				Employees Behavior		36				Smell of the food		3

		a)

				Week		Guest Complaints (Before)		Guest Complaints (After)

				1		3		4

				2		4		5

				3		3		3

				4		3		4

				5		4		3

				6		5		4

				7		3		6

				8		4		7

				9		3		3

				10		4		3

				Total		36		42
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				No-shows		Probability		Reservations Overbooked		Cumulative Probability

				0		0.05		0		0.00				0.00

				1		0.08		1		0.05				0.08

				2		0.05		2		0.13				0.10

				3		0.06		3		0.18				0.18

				4		0.13		4		0.24				0.52

				5		0.22		5		0.37				1.10

				6		0.15		6		0.59				0.90

				7		0.07		7		0.74				0.49

				8		0.12		8		0.81				0.96

				9		0.03		9		0.93				0.27

				10		0.04		10		0.96				0.40

						1.00

				Opp. Loss		$72.00								5.00		$360.00

				Turned Away		$160.00





		

								Reservations Overbooked

				No-shows		Probability		0		1		2		3		4		5		6		7		8		9		10

				0		0.05		0.00		160.00		320.00		480.00		640.00		800.00		960.00		1,120.00		1,280.00		1,440.00		1,600.00

				1		0.08		72.00		0.00		160.00		320.00		480.00		640.00		800.00		960.00		1,120.00		1,280.00		1,440.00

				2		0.05		144.00		72.00		0.00		160.00		320.00		480.00		640.00		800.00		960.00		1,120.00		1,280.00

				3		0.06		216.00		144.00		72.00		0.00		160.00		320.00		480.00		640.00		800.00		960.00		1,120.00

				4		0.13		288.00		216.00		144.00		72.00		0.00		160.00		320.00		480.00		640.00		800.00		960.00

				5		0.22		360.00		288.00		216.00		144.00		72.00		0.00		160.00		320.00		480.00		640.00		800.00

				6		0.15		432.00		360.00		288.00		216.00		144.00		72.00		0.00		160.00		320.00		480.00		640.00

				7		0.07		504.00		432.00		360.00		288.00		216.00		144.00		72.00		0.00		160.00		320.00		480.00

				8		0.12		576.00		504.00		432.00		360.00		288.00		216.00		144.00		72.00		0.00		160.00		320.00

				9		0.03		648.00		576.00		504.00		432.00		360.00		288.00		216.00		144.00		72.00		0.00		160.00

				10		0.04		720.00		648.00		576.00		504.00		432.00		360.00		288.00		216.00		144.00		72.00		0.00

				Expected		---------		$360.00		$299.60		$257.76		$227.52		$211.20		$225.04		$289.92		$389.60		$505.52		$649.28		$800.00

				Loss ($)

						100.00%

				Opp. Loss		$72.00

				Turned Away		$160.00
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				Multisite
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Statistics

		

				Problem Area		Frequency				Problem Area		Frequency

				Taste of the food		15				Employees Behavior		36

				Smell of the food		3				Beverage Prices		25

				Beverage prices		25				Restaurant ambiance		19

				Erroneous billing		8				Taste of the food		15

				Restaurant ambiance		19				Erroneous billing		8

				Employees Behavior		36				Smell of the food		3

		a)

				Week		Guest Complaints (Before)		Guest Complaints (After)

				1		3		4

				2		4		5

				3		3		3

				4		3		4

				5		4		3

				6		5		4

				7		3		6

				8		4		7

				9		3		3

				10		4		3

				Total		36		42
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Before
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				No-shows		Probability		Reservations Overbooked		Cumulative Probability

				0		0.05		0		0.00				0.00

				1		0.08		1		0.05				0.08

				2		0.05		2		0.13				0.10

				3		0.06		3		0.18				0.18

				4		0.13		4		0.24				0.52

				5		0.22		5		0.37				1.10

				6		0.15		6		0.59				0.90

				7		0.07		7		0.74				0.49

				8		0.12		8		0.81				0.96

				9		0.03		9		0.93				0.27

				10		0.04		10		0.96				0.40

						1.00

				Opp. Loss		$72.00								5.00		$360.00

				Turned Away		$160.00





		

								Reservations Overbooked

				No-shows		Probability		0		1		2		3		4		5		6		7		8		9		10

				0		0.05		0.00		160.00		320.00		480.00		640.00		800.00		960.00		1,120.00		1,280.00		1,440.00		1,600.00

				1		0.08		72.00		0.00		160.00		320.00		480.00		640.00		800.00		960.00		1,120.00		1,280.00		1,440.00

				2		0.05		144.00		72.00		0.00		160.00		320.00		480.00		640.00		800.00		960.00		1,120.00		1,280.00

				3		0.06		216.00		144.00		72.00		0.00		160.00		320.00		480.00		640.00		800.00		960.00		1,120.00

				4		0.13		288.00		216.00		144.00		72.00		0.00		160.00		320.00		480.00		640.00		800.00		960.00

				5		0.22		360.00		288.00		216.00		144.00		72.00		0.00		160.00		320.00		480.00		640.00		800.00

				6		0.15		432.00		360.00		288.00		216.00		144.00		72.00		0.00		160.00		320.00		480.00		640.00

				7		0.07		504.00		432.00		360.00		288.00		216.00		144.00		72.00		0.00		160.00		320.00		480.00

				8		0.12		576.00		504.00		432.00		360.00		288.00		216.00		144.00		72.00		0.00		160.00		320.00

				9		0.03		648.00		576.00		504.00		432.00		360.00		288.00		216.00		144.00		72.00		0.00		160.00

				10		0.04		720.00		648.00		576.00		504.00		432.00		360.00		288.00		216.00		144.00		72.00		0.00

				Expected		---------		$360.00		$299.60		$257.76		$227.52		$211.20		$225.04		$289.92		$389.60		$505.52		$649.28		$800.00

				Loss ($)

						100.00%

				Opp. Loss		$72.00

				Turned Away		$160.00
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