26/05/14
THM 348 Service Operations Management
Final Exam Answer Sheet
1. Ali is the Mâitre de table for “Le Piment Rouge Restaurant”, a luxurious fine dining restaurant located in the capital of Turkey Ankara.  In his effort to improve the quality at the restaurant, Ali prepared SurvQual questionnaire and hand it to customers. Upon analysis of said questionnaire, Ali realized that customers spelled out their dissatisfaction in the following areas along with the frequency of those very problematic areas:
	Problem Area
	Frequency

	
	

	Misbehavior of waiters
	29

	Cold dishes
	12

	Few Service employees
	33

	Hygiene problems
	7

	Waiting to be seated
	25

	Erroneous guest checks
	5


a) Prepare a Pareto Chart for the above data. (2 Points)
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b) As “Few service employees” problem had the highest frequency amongst the other problems, Ali decided to tackle this first. He contracted with a well-known recruitment company to hire new employees. 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 recruitment). The following table reveals the results:
	Week
	Guest Complaints (Before)
	Guest Complaints (After)

	
	
	

	1
	5
	2

	2
	4
	1

	3
	2
	0

	4
	2
	1

	5
	3
	2

	6
	2
	3

	7
	5
	3

	8
	4
	2

	9
	3
	1

	10
	3
	1


Prepare a run chart to compare guest complaints before and after recruitment of 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 waiters? If there is an improvement, what is the next problem that Ali shall try and solve? (1 Point)
As seen from the run chart prepared in part b), there is a clear improvement as far as guest complaints are concerned after retraining waiters. The next problem that Ali shall try and solve is “Misbehavior of waiters”.

2. Difficulties with interactions between customers and contact personnel fall into 2 categories: “Problem Customers” and “Service Failure”. Can you provide an example for each of those very categories?  (2 Points)

Problem customers: students can provide any example related to unreasonable demands, abusive or hostile attitude, ınappropriate behavior, unanticipated demands, or demands contrary to policies.
Service failure: students can provide any example related to unavailable service, slow performance, or unacceptable service.

3. List any 2 success factors that need to be accounted for while machines serve humans. (2 Points)

Some success factors that need to be accounted for while machines serve humans are as follows:
· Intuitive service interface

· Customer verification

· Transaction security

· Easy access

· Access to humans, if needed.

4. During the past season, Woss 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
	0.14
	0
	0.00

	1
	0.12
	1
	0.14

	2
	0.10
	2
	0.26

	3
	0.08
	3
	0.36

	4
	0.16
	4
	0.44

	5
	0.12
	5
	0.60

	6
	0.11
	6
	0.72

	7
	0.09
	7
	0.83

	8
	0.05
	8
	0.92

	9
	0.02
	9
	0.97

	10
	0.01
	10
	0.99


Suppose that a vacant room (because of No Show) results in an opportunity loss of $ 45. 

a) Calculate the Expected Number of No Show Rooms. (2 Points)
· Expected Number of No Show Rooms = (0 * 0.14) + (1 * 0.12) + (2 * 0.10) + (3 * 0.08) + (4 * 0.16) + (5 * 0.12) + (6 * 0.11) + (7 * 0.09) + (8 * 0.05) + (9 * 0.02) + (10 * 0.01) = 0 + 0.12 + 0.20 + 0.24 + 0.64 + 0.60 + 0.66 + 0.63 + 0.40 + 0.18 + 0.10 = 3.77 Rooms.
b) Calculate the Expected Opportunity Loss. (1 Point)

· Expected Opportunity Loss = 3.77 * 45 = $ 169.65.

In order to avoid some of this loss, Woss 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. Woss Resort Hotel has made arrangements with a nearby Resort Hotel (Boss 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 $ 75 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
	0.14
	0.00
	75.00
	150.00
	225.00
	300.00
	375.00
	450.00
	525.00
	600.00
	675.00
	750.00

	1
	0.12
	45.00
	0.00
	75.00
	150.00
	225.00
	300.00
	375.00
	450.00
	525.00
	600.00
	675.00

	2
	0.10
	90.00
	45.00
	0.00
	75.00
	150.00
	225.00
	300.00
	375.00
	450.00
	525.00
	600.00

	3
	0.08
	135.00
	90.00
	45.00
	0.00
	75.00
	150.00
	225.00
	300.00
	375.00
	450.00
	525.00

	4
	0.16
	180.00
	135.00
	90.00
	45.00
	0.00
	75.00
	150.00
	225.00
	300.00
	375.00
	450.00

	5
	0.12
	225.00
	180.00
	135.00
	90.00
	45.00
	0.00
	75.00
	150.00
	225.00
	300.00
	375.00

	6
	0.11
	270.00
	225.00
	180.00
	135.00
	90.00
	45.00
	0.00
	75.00
	150.00
	225.00
	300.00

	7
	0.09
	315.00
	270.00
	225.00
	180.00
	135.00
	90.00
	45.00
	0.00
	75.00
	150.00
	225.00

	8
	0.05
	360.00
	315.00
	270.00
	225.00
	180.00
	135.00
	90.00
	45.00
	0.00
	75.00
	150.00

	9
	0.02
	405.00
	360.00
	315.00
	270.00
	225.00
	180.00
	135.00
	90.00
	45.00
	0.00
	75.00

	10
	0.01
	450.00
	405.00
	360.00
	315.00
	270.00
	225.00
	180.00
	135.00
	90.00
	45.00
	0.00

	
	
	
	
	
	
	
	
	
	
	
	
	

	Expected
	-------
	$169.65
	$141.45
	$127.65
	$125.85
	$133.65
	$160.65
	$202.05
	$256.65
	$322.05
	$393.45
	$467.25

	Loss ($)
	
	
	
	
	
	
	
	
	
	
	
	


d) How many rooms shall be overbooked? Why? (2 Points)
According to the above overbooking loss table, 3 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.
5. Contrast “Offering price incentives” to “Developing complementary services” as strategies to level capacity? Provide one example for each of the above strategies. (3 Points)
While “Offering price incentives” refers to differentiating the price as to encourage customers to use the service in less utilized slots, “Developing complementary services” refers to a level capacity strategy where service organizations develop additional service / services that is / are counter-cyclical demand wise to the original / main service. An example to “Offering price incentives” strategy is Türk Telekom offering its customers free of charge communications between 07:00 P.M and 07:00 A.M. On the other hand, an example of “Developing complementary services” might be a fine dining restaurant adding a bar at the entrance.
6.  What are some of the issues / challenges that service operation managers face when managing focused networks? (2 Points)

Some of the issues / challenges that service operation managers face when managing focused networks are as follows:

· Managerial control and consistency of the whole operation
· Coverage of a larger population

· Cost and quality of operation

· Dilution of image

· Construction, manuals, and personnel training

· Branding the concept

· National marketing launch

7. One of the 5 C’s that need to be balanced by service firms is Country. Could you come up with at least 3 issues that firms shall account for when trying to balance this very C (i.e. Country)? (3 Points)

Some issues that service operation firms must account for as far as country factor is concerned are as follows:

· Exposure to economic downturns in one specific region compared to others

· Impact on domestic competition

· Globalization versus localization (Global localization)

· Attendance of and sensitivity to local customers’ needs

Good Luck
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Statistics

		

				Problem Area		Frequency				Problem Area		Frequency

				Misbehavior of waiters		29				Few Service employees		33

				Cold dishes		12				Misbehavior of waiters		29

				Few Service employees		33				Waiting to be seated		25

				Hygiene problems		7				Cold dishes		12

				Waiting to be seated		25				Hygiene problems		7

				Erroneous guest checks		5				Erroneous guest checks		5

		a)

				Week		Guest Complaints (Before)		Guest Complaints (After)

				1		5		2

				2		4		1

				3		2		0

				4		2		1

				5		3		2

				6		2		3

				7		5		3

				8		4		2

				9		3		1

				10		3		1

				Total		33		16
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Before

After
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				No-shows		Probability		Reservations Overbooked		Cumulative Probability

				0		0.14		0		0.00				0.00

				1		0.12		1		0.14				0.12

				2		0.10		2		0.26				0.20

				3		0.08		3		0.36				0.24

				4		0.16		4		0.44				0.64

				5		0.12		5		0.60				0.60

				6		0.11		6		0.72				0.66

				7		0.09		7		0.83				0.63

				8		0.05		8		0.92				0.40

				9		0.02		9		0.97				0.18

				10		0.01		10		0.99				0.10

						1.00

				Opp. Loss		$45.00								3.77		$169.65

				Turned Away		$75.00





		

								Reservations Overbooked

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

				0		0.14		0.00		75.00		150.00		225.00		300.00		375.00		450.00		525.00		600.00		675.00		750.00

				1		0.12		45.00		0.00		75.00		150.00		225.00		300.00		375.00		450.00		525.00		600.00		675.00

				2		0.10		90.00		45.00		0.00		75.00		150.00		225.00		300.00		375.00		450.00		525.00		600.00

				3		0.08		135.00		90.00		45.00		0.00		75.00		150.00		225.00		300.00		375.00		450.00		525.00

				4		0.16		180.00		135.00		90.00		45.00		0.00		75.00		150.00		225.00		300.00		375.00		450.00

				5		0.12		225.00		180.00		135.00		90.00		45.00		0.00		75.00		150.00		225.00		300.00		375.00

				6		0.11		270.00		225.00		180.00		135.00		90.00		45.00		0.00		75.00		150.00		225.00		300.00

				7		0.09		315.00		270.00		225.00		180.00		135.00		90.00		45.00		0.00		75.00		150.00		225.00

				8		0.05		360.00		315.00		270.00		225.00		180.00		135.00		90.00		45.00		0.00		75.00		150.00

				9		0.02		405.00		360.00		315.00		270.00		225.00		180.00		135.00		90.00		45.00		0.00		75.00

				10		0.01		450.00		405.00		360.00		315.00		270.00		225.00		180.00		135.00		90.00		45.00		0.00

				Expected		---------		$169.65		$141.45		$127.65		$125.85		$133.65		$160.65		$202.05		$256.65		$322.05		$393.45		$467.25

				Loss ($)

						100.00%

				Opp. Loss		$45.00

				Turned Away		$75.00





		

								Single Service		Multiservice

				Single Location

				Multisite






_1459320955.xls
Chart1

		5		2

		4		1

		2		0

		2		1

		3		2

		2		3

		5		3

		4		2

		3		1

		3		1



Before

After

Week

Guest Complaints

Run Chart of Guest Complaints (Few service employees)



Statistics

		

				Problem Area		Frequency				Problem Area		Frequency

				Misbehavior of waiters		29				Few Service employees		33

				Cold dishes		12				Misbehavior of waiters		29

				Few Service employees		33				Waiting to be seated		25

				Hygiene problems		7				Cold dishes		12

				Waiting to be seated		25				Hygiene problems		7

				Erroneous guest checks		5				Erroneous guest checks		5

		a)

				Week		Guest Complaints (Before)		Guest Complaints (After)

				1		5		2

				2		4		1

				3		2		0

				4		2		1

				5		3		2

				6		2		3

				7		5		3

				8		4		2

				9		3		1

				10		3		1

				Total		33		16
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Before
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				No-shows		Probability		Reservations Overbooked		Cumulative Probability

				0		0.14		0		0.00				0.00

				1		0.12		1		0.14				0.12

				2		0.10		2		0.26				0.20

				3		0.08		3		0.36				0.24

				4		0.16		4		0.44				0.64

				5		0.12		5		0.60				0.60

				6		0.11		6		0.72				0.66

				7		0.09		7		0.83				0.63

				8		0.05		8		0.92				0.40

				9		0.02		9		0.97				0.18

				10		0.01		10		0.99				0.10

						1.00

				Opp. Loss		$45.00								3.77		$169.65

				Turned Away		$75.00





		

								Reservations Overbooked

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

				0		0.14		0.00		75.00		150.00		225.00		300.00		375.00		450.00		525.00		600.00		675.00		750.00

				1		0.12		45.00		0.00		75.00		150.00		225.00		300.00		375.00		450.00		525.00		600.00		675.00

				2		0.10		90.00		45.00		0.00		75.00		150.00		225.00		300.00		375.00		450.00		525.00		600.00

				3		0.08		135.00		90.00		45.00		0.00		75.00		150.00		225.00		300.00		375.00		450.00		525.00

				4		0.16		180.00		135.00		90.00		45.00		0.00		75.00		150.00		225.00		300.00		375.00		450.00

				5		0.12		225.00		180.00		135.00		90.00		45.00		0.00		75.00		150.00		225.00		300.00		375.00

				6		0.11		270.00		225.00		180.00		135.00		90.00		45.00		0.00		75.00		150.00		225.00		300.00

				7		0.09		315.00		270.00		225.00		180.00		135.00		90.00		45.00		0.00		75.00		150.00		225.00

				8		0.05		360.00		315.00		270.00		225.00		180.00		135.00		90.00		45.00		0.00		75.00		150.00

				9		0.02		405.00		360.00		315.00		270.00		225.00		180.00		135.00		90.00		45.00		0.00		75.00

				10		0.01		450.00		405.00		360.00		315.00		270.00		225.00		180.00		135.00		90.00		45.00		0.00

				Expected		---------		$169.65		$141.45		$127.65		$125.85		$133.65		$160.65		$202.05		$256.65		$322.05		$393.45		$467.25

				Loss ($)

						100.00%

				Opp. Loss		$45.00

				Turned Away		$75.00





		

								Single Service		Multiservice
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				Multisite






