	1.
	_____ means doing the right things to create the most benefit for the company.

	[image: X]A. 
	Efficiency



	[image: O]B. 
	Effectiveness



	[image: O]C. 
	Value



	[image: O]D. 
	Productivity



	[image: O]E. 
	None of the above



[image: FEEDBACK]
Efficiency means doing something at the lowest possible cost.



	
	2.
	In general, transformation processes are not categorized as:
	[image: O]A. 
	physical



	[image: O]B. 
	location



	[image: O]C. 
	exchange



	[image: C]D. 
	social



	E. 
	storage



[image: FEEDBACK]
A-C & E are 4 of the 6 transformation processes; D is the correct answer.



	
	3.
	Efficiently scheduling material and labor is an example of ______ decisions.
	[image: O]A. 
	strategic



	[image: C]B. 
	tactical



	C. 
	operational



	[image: O]D. 
	short-term



	[image: O]E. 
	none of the above



[image: FEEDBACK]
Strategic decisions impact the company's long-term effectiveness in terms of how it can address its customers' needs.



	[image: CORRECT]
	4.
	Management decisions within the operations function framework can be divided into which of the following broad areas:
I. strategic
II. transformation
III. operational planning and control
IV. tactical

	[image: O]A. 
	II only



	[image: X]B. 
	I, III and IV



	[image: O]C. 
	I, II, and III



	[image: O]D. 
	I, II, and IV



	[image: O]E. 
	I and III only



[image: FEEDBACK]
B is the correct answer. Management decisions can be divided into three broad areas: strategic, tactical, and operational.



	[image: WRONG]
	5.
	Which of the following is not a classification of value-added services?
	[image: O]A. 
	problem solving



	[image: O]B. 
	sales support



	[image: X]C. 
	field support



	[image: O]D. 
	information



	[image: C]E. 
	quality



[image: FEEDBACK]
A-D Value-added services can be classified into 4 broad categories: information, problem solving, sales support, and field support. E, quality, is a classic performance objective of the operations function (core services).



	[image: CORRECT]
	6.
	The radical change paradigm, introduced by Michael Hammer and major consulting firms, is referred to as:

	[image: O]A. 
	Total quality management



	[image: O]B. 
	Synchronous manufacturing



	[image: O]C. 
	Electronic enterprise



	[image: O]D. 
	Manufacturing strategy paradigm



	[image: X]E. 
	Business process reengineering



[image: FEEDBACK]
Michael Hammer wrote a book titled “Reengineering the Corporation.”



	
	7.
	Federal Express provides overnight delivery of documents and small parcels. The primary transformation function provided by Federal Express can best be described as:
	[image: O]A. 
	physical



	[image: C]B. 
	location



	[image: O]C. 
	storage



	[image: O]D. 
	physiological



	[image: X]E. 
	informational



[image: FEEDBACK]
Of the six major categories (5 mentioned here), location is the best fit, moving material from one place to another.



	[image: CORRECT]
	8.
	Current issues in operations management include:

	[image: O]A. 
	coordinating mutually supportive but separate organizations



	[image: O]B. 
	management of global supplier, production and distribution networks



	[image: O]C. 
	managing customer touch points



	[image: O]D. 
	only A and B



	[image: O]E. 
	only B and C



	[image: X]F. 
	A, B, and C



[image: FEEDBACK]
A, B, and C are current issues in OM.



	
	9.
	The primary transformation function provided by Mercy Hospital can best be described as:
	[image: O]A. 
	physical



	[image: X]B. 
	location



	[image: O]C. 
	storage



	[image: C]D. 
	physiological



	[image: O]E. 
	informational



[image: FEEDBACK]
Of the six major categories (5 mentioned here), physiological is the best fit.



	Which of the following statements is not true about operations strategy?
	[image: X]A. 
	Operations strategy is concerned with setting broad policies and plans for using the resources of the firm to best support the firm's long-term competitive strategy.



	[image: C]B. 
	An operations strategy involves decisions that relate to the design of a product and the infrastructure needed to support the product.



	[image: O]C. 
	Operations strategy can be viewed as part of the planning process that coordinates operational goals with those of the larger organization.



	[image: O]D. 
	Operations strategy involves a long-term process that must foster inevitable change.



[image: FEEDBACK]
A & C-D are true statements. B is the correct answer. An operations strategy involves decisions that relate to the design of a process (and not product) and the infrastructure needed to support the process (and not product).



	[image: CORRECT]
	2.
	The item in the list below that is not a major competitive dimension that forms the competitive position of a company is:

	[image: O]A. 
	cost



	[image: O]B. 
	product quality and reliability



	[image: O]C. 
	delivery speed



	[image: X]D. 
	coping with changes in supply



	[image: O]E. 
	flexibility and new product introduction speed



[image: FEEDBACK]
A-C & E are major competitive dimensions. D is the correct answer. Reliability and coping with changes in demand (and not supply) are also dimensions.



	
	3.
	A company that can offer on-site repair in only 1 or 2 hours is an example of a company that is competing on _______ competitive dimension.
	[image: O]A. 
	flexibility



	[image: O]B. 
	process quality



	[image: O]C. 
	coping with changes in demand



	[image: X]D. 
	delivery reliability



	[image: C]E. 
	delivery speed



[image: FEEDBACK]
E. This is an example of a company that is competing on the Delivery Speed dimension.



	[image: WRONG]
	4.
	When a company seeks to match the benefits of a successful competitor position while maintaining its existing competitive position this is called:
	[image: O]A. 
	fair competitive response



	[image: C]B. 
	straddling



	[image: X]C. 
	strategic fitting



	[image: O]D. 
	activity-system mapping



	[image: O]E. 
	order winning



[image: FEEDBACK]
Straddling means trying to compete on multiple dimensions.



	
	5.
	A criterion that differentiates the products or services of one firm from another is called:
	[image: X]A. 
	an order qualifier



	[image: O]B. 
	a sure winner



	[image: O]C. 
	core competence



	[image: O]D. 
	a comparator



	[image: C]E. 
	an order winner



[image: FEEDBACK]
E. Qualifiers allow the firm to be considered, the order winner differentiates the firm.



	[image: CORRECT]
	6.
	Which of the following is the best example of a core capability?

	[image: O]A. 
	A new airline offering a First Class cabin



	[image: X]B. 
	A car manufacturer with the most flexible production line



	[image: O]C. 
	A furniture company selling European-style furniture



	[image: O]D. 
	Customer support



	[image: O]E. 
	Wall Street's ability to understand a company's operations strategy



[image: FEEDBACK]
A core capability is something that differentiates from competitors.



	[image: CORRECT]
	7.
	Which of the following is not a direct measure of productivity?

	[image: X]A. 
	Input



	[image: O]B. 
	Output/Labor



	[image: O]C. 
	Output/Capital



	[image: O]D. 
	Output/Materials



	[image: O]E. 
	Output/Energy



[image: FEEDBACK]
Input does not measure productivity, just how much is bought.



	[image: WRONG]
	8.
	Which of the following does Wall Street use to evaluate operational efficiency?
	[image: O]A. 
	Market Value



	[image: X]B. 
	Price to Earnings Ratio



	[image: C]C. 
	Inventory Turnover



	[image: O]D. 
	Depreciation



	[image: O]E. 
	Executive Compensation



[image: FEEDBACK]
Inventory Turnover is operational and not financial like the other measures.



	[image: CORRECT]
	9.
	Which of the following statements about Activity System Maps is correct?

	[image: X]A. 
	Illustrate how a company's strategic position is contained in a set of tailored activities



	[image: O]B. 
	Show peaks and valleys in a supply chain



	[image: O]C. 
	Are limited to service companies such as IKEA



	[image: O]D. 
	Link activities to performance time



	[image: O]E. 
	All of the above



[image: FEEDBACK]
The activity system maps in this chapter do not show peaks and valleys or performance time--they just illustrate the company's strategic position in a set of tailored activities. They can be used for any type of company, not just services.



	[image: WRONG]
	10.
	IKEA's operations strategy emphasizes all but:
	[image: X]A. 
	Self service



	[image: C]B. 
	Furniture provided by third party manufacturers



	[image: O]C. 
	Cost over customization



	[image: O]D. 
	Service needs of younger customers



	[image: O]E. 
	Modular furniture design



[image: FEEDBACK]
IKEA designs its own furniture.



	1.
	Place the phases of the generic product development process in order:
1. Testing and Refinement
2. Planning
3. Production
4. System-Level Design
5. Detail Design

	[image: O]A. 
	1-3-4-3-5



	[image: X]B. 
	2-4-5-1-3



	[image: O]C. 
	5-4-2-3-1



	[image: O]D. 
	2-3-5-1-4



	[image: O]E. 
	1-3-4-2-5



[image: FEEDBACK]
Exhibit 4.1 lists the phases.



	[image: CORRECT]
	2.
	When marketing, engineering, and operations simultaneously develop a process (cross-functional integration), this approach is known as __________.

	[image: O]A. 
	sequential process



	[image: O]B. 
	traditional approach



	[image: X]C. 
	concurrent engineering



	[image: O]D. 
	both A and B



	[image: O]E. 
	none of the above



[image: FEEDBACK]
C is the correct answer. Unlike the traditional serial or sequential approach, concurrent engineering uses cross-functional integration for concurrent development of a product.



	[image: WRONG]
	3.
	Quality Function Deployment ___________.
	[image: O]A. 
	is a tool for translating customer requirements into concrete operating and engineering goals.



	[image: O]B. 
	facilitates inter-functional cooperation between marketing, engineering, and manufacturing.



	[image: O]C. 
	provides a better understanding and focus on process characteristics that require improvements



	[image: C]D. 
	both A and B



	[image: X]E. 
	A, B, and C



[image: FEEDBACK]
D is the correct answer. The end result of QFD is a better understanding and focus on product characteristics (and not process characteristics) that require improvements.



	[image: WRONG]
	4.
	Which of the following statements is true about value analysis/value engineering (VA/VE)?
	[image: O]A. 
	The purpose of VA/VE is to simplify products and processes.



	[image: O]B. 
	The objective of VA/VE is to achieve equivalent or better performance at a lower cost.



	[image: X]C. 
	VA is performed before the production stage, while VE deals with products already in production.



	[image: C]D. 
	both A and B



	[image: O]E. 
	A, B, and C



[image: FEEDBACK]
D is the correct answer. VA deals with products already in production, while VE is performed before the production phase.



	[image: WRONG]
	5.
	Which is the least important performance dimension for product development projects?
	[image: O]A. 
	Time-to-market



	[image: O]B. 
	Productivity



	[image: O]C. 
	Quality



	[image: C]D. 
	Product flexibility



	[image: X]E. 
	A, B, and C



[image: FEEDBACK]
D is the correct answer since product flexibility may have no relation to the performing product development projects.



	
	6.
	When evaluating a new product development project using net present value analysis, which of the following will make the project more attractive?
	[image: O]A. 
	Delaying the start of the project



	[image: O]B. 
	Making the project run over a longer period of time



	[image: C]C. 
	Improving (bringing forward) the date when revenue will begin



	[image: O]D. 
	A and B



	[image: X]E. 
	None of the above.



[image: FEEDBACK]
C is the correct answer. Starting the revenue stream earlier will always make a project more attractive.



	[image: CORRECT]
	7.
	Which of the following are parts of IDEO's product design process?

	[image: O]A. 
	Rapid prototyping



	[image: O]B. 
	Using project milestones



	[image: O]C. 
	Brainstorming



	[image: O]D. 
	Benchmarking



	[image: X]E. 
	A and C



[image: FEEDBACK]
E is the correct answer. IDEO makes quick prototypes and uses extensive brainstorming to come up with their great ideas.



	[image: CORRECT]
	8.
	Which of the following are characteristics of a company's core competence?

	[image: O]A. 
	It is not easy to outsource



	[image: O]B. 
	It provides potential access to a variety of markets



	[image: O]C. 
	It increases perceived customer benefits



	[image: O]D. 
	It is hard for competitors to imitate



	[image: X]E. 
	B, C and D.



[image: FEEDBACK]
E is the correct answer. Being easy to outsource is not a core competence characteristic.



	[image: WRONG]
	9.
	Manufacturing is involved in what phases of the product design process?
	[image: O]A. 
	Detail Design



	[image: X]B. 
	Production Ramp-up



	[image: O]C. 
	Initial Planning



	[image: O]D. 
	Concept Development



	[image: C]E. 
	A, B, C and D



[image: FEEDBACK]
Manufacturing should be involved in all phases of product design.



	[image: CORRECT]
	10.
	When designing service products, which of the following is not true?

	[image: O]A. 
	It must fit with current products



	[image: O]B. 
	It should be profitable



	[image: X]C. 
	It should be done by engineers only



	[image: O]D. 
	It must be operationally possible



	[image: O]E. 
	Complexity and divergence should be considered



[image: FEEDBACK]
Although engineers play an important part in the service design process they should be working with marketing, operations, and perhaps real customers.



	Which of the following statements is not true about capacity management in operations?

	[image: O]A. 
	When looking at capacity, operations managers need to look at both resource input and product outputs.



	[image: O]B. 
	An operations management view also emphasizes the time dimension of capacity.



	[image: O]C. 
	Capacity planning itself has a different meaning to individuals at different levels within the operations management hierarchy.



	[image: X]D. 
	The definition of capacity, in an operations management context, makes a clear distinction between efficient and inefficient use of capacity.



[image: FEEDBACK]
A, B, and C are correct statements. D is the correct answer. The definition of capacity, in an operations management context, makes no distinction between efficient and inefficient use of capacity.



	[image: CORRECT]
	2.
	Capacity utilization rate can be computed as:

	[image: O]A. 
	Capacity used - best operating level



	[image: O]B. 
	Capacity used x best operating level



	[image: X]C. 
	Capacity used / best operating level



	[image: O]D. 
	Capacity used + best operating level



	[image: O]E. 
	None of the above



[image: FEEDBACK]
C is the correct answer. Capacity utilization rate = Capacity used/ best operating level.



	[image: CORRECT]
	3.
	Capacity flexibility can be achieved through:

	[image: O]A. 
	Flexible plants



	[image: O]B. 
	Flexible processes



	[image: O]C. 
	Flexible workers



	[image: O]D. 
	Strategies that use the capacity of other organizations



	[image: X]E. 
	All of the above



[image: FEEDBACK]
A, B, C, and D are ways to achieve capacity flexibility.



	[image: CORRECT]
	4.
	Considerations in adding capacity include:

	[image: O]A. 
	Maintaining system balance



	[image: O]B. 
	Frequency of capacity additions



	[image: O]C. 
	External sources of capacity



	[image: O]D. 
	A and B



	[image: X]E. 
	A, B, and C



[image: FEEDBACK]
E is the correct answer. All three are considerations when adding capacity.



	[image: WRONG]
	5.
	The types of costs to consider when adding capacity are the cost of upgrading frequently and the cost of upgrading too infrequently.
	[image: C]A. 
	True



	[image: X]B. 
	False






	[image: WRONG]
	6.
	The steps to determining capacity requirements include:
	[image: O]A. 
	Using decision trees to evaluate capacity alternatives



	[image: O]B. 
	Calculating equipment and labor requirements to meet product line forecasts



	[image: O]C. 
	Projecting labor and equipment availabilities over the planning horizon



	[image: C]D. 
	B and C



	[image: X]E. 
	A, B, and C



[image: FEEDBACK]
D is the correct answer. Using forecasting techniques to forecast sales for individual products within each product line (and not A) is another step.



	[image: CORRECT]
	7.
	Service capacity:

	[image: O]A. 
	is highly time and location dependent



	[image: O]B. 
	is subject to less volatile demand fluctuations



	[image: O]C. 
	should take into account service quality



	[image: O]D. 
	A and B



	[image: X]E. 
	A and C



[image: FEEDBACK]
E is the correct answer. Service capacity is subject to more (not less) volatile demand fluctuations.



	[image: WRONG]
	8.
	The best operating level is:
	[image: O]A. 
	the maximum point of the cost curve



	[image: C]B. 
	the level of capacity for which average unit cost is minimized



	[image: X]C. 
	maximum capacity



	[image: O]D. 
	the level of capacity for which total cost is minimized



	[image: O]E. 
	the level of capacity for which average unit cost is maximized



[image: FEEDBACK]
B is the correct answer. Best operating level is the level of capacity for which the process was designed and thus is the volume of output at which average unit cost is minimum.



	[image: WRONG]
	9.
	As capacity utilization of a service increases:
	[image: O]A. 
	service quality decreases



	[image: X]B. 
	service quality does not change



	[image: O]C. 
	customers dislike the service



	[image: O]D. 
	service quality increases



	[image: C]E. 
	all of the above



[image: FEEDBACK]
Depending on the type of service and the current utilization, increased utilization can help or hurt customer service quality. For some services such as coach airline flights, we like to have empty seats to increase our legroom. At a ballgame, more fans tend to enhance the excitement of the event. 



	[image: CORRECT]
	1.
	Which of the following would not be considered an input in the airline business?

	[image: O]A. 
	Ground equipment



	[image: O]B. 
	Flight crew



	[image: O]C. 
	Reservation personnel



	[image: O]D. 
	Energy in the form of fuel



	[image: X]E. 
	All the above are inputs



[image: FEEDBACK]
E is the correct answer. A to D are all inputs.



	[image: CORRECT]
	2.
	________ is when the activities in the stage must stop because there is no place to deposit the item just completed.

	[image: O]A. 
	Buffering



	[image: X]B. 
	Blocking



	[image: O]C. 
	Starving



	[image: O]D. 
	None of the above



[image: FEEDBACK]
B is the correct answer. Buffering refers to a storage area between stages where the output of a stage is placed prior to being used in a downstream stage. Starving is when activities in a stage must stop because there is no work.



	[image: WRONG]
	3.
	The most common things that can happen when two stages are directly linked are:
	[image: O]A. 
	Buffering



	[image: O]B. 
	Blocking



	[image: O]C. 
	Starving



	[image: C]D. 
	B and C



	[image: X]E. 
	A, B, and C



[image: FEEDBACK]
D is the correct answer. Buffering refers to a storage area between stages where the output of a stage is placed prior to being used in a downstream stage. Buffering allows the stages to operate independently.



	[image: CORRECT]
	4.
	Processes can be characterized as:

	[image: O]A. 
	Single stage or multi stage



	[image: O]B. 
	Make-to-stock or make-to-order



	[image: O]C. 
	Open or closed



	[image: X]D. 
	A and B



	[image: O]E. 
	A, B, and C



[image: FEEDBACK]
D is the correct answer.



	[image: CORRECT]
	5.
	Which of the following is true about make-to-stock processes?

	[image: O]A. 
	Make-to-stock processes can be controlled based on the actual or anticipated amount of finished goods inventory.



	[image: O]B. 
	Make-to-stock process is used when demand is seasonal and the firm does not have enough capacity to keep up during the peak season.



	[image: O]C. 
	Services by their very nature often use make-to-stock processes.



	[image: X]D. 
	A and B



	[image: O]E. 
	A, B, and C



[image: FEEDBACK]
D is the correct answer. Services by their very nature often use make-to-order processes.



	[image: WRONG]
	6.
	According to your text, the most common process metric is:
	[image: X]A. 
	Productivity



	[image: O]B. 
	Efficiency



	[image: C]C. 
	Utilization



	[image: O]D. 
	Throughput time



	[image: O]E. 
	Cycle time



[image: FEEDBACK]
C is the correct answer. All are performance process metrics, however, the most common is utilization.



	[image: CORRECT]
	7.
	The average time between the completion of units is commonly known as:

	[image: O]A. 
	Throughput time



	[image: O]B. 
	Operation time



	[image: X]C. 
	Cycle time



	[image: O]D. 
	Run time



	[image: O]E. 
	None of the above



[image: FEEDBACK]
C is the correct answer. Operation time is setup time + run time, throughput time is the average time for a unit to move through the system, while run time is the time required to produce a batch of parts.



	[image: WRONG]
	8.
	In practice, often __________ is not included in the utilization of the process.
	[image: O]A. 
	Run time



	[image: O]B. 
	Machine time



	[image: C]C. 
	Setup time



	[image: X]D. 
	A and B



	[image: O]E. 
	B and C



[image: FEEDBACK]
C is the correct answer. In essence, the setup time is categorized like the downtime caused by repair or some other disruption to the process.



	[image: WRONG]
	9.
	Throughput time cannot be reduced in a process by:
	[image: O]A. 
	Reducing the utilization of bottleneck equipment



	[image: C]B. 
	Performing activities using a serial approach



	[image: O]C. 
	Changing the sequence of activities



	[image: O]D. 
	Reducing interruptions



	[image: X]E. 
	All of the above are ways by which throughput time can be reduced



[image: FEEDBACK]
B is the correct answer. Performing activities in parallel reduces throughput time.



	[image: WRONG]
	10.
	Little's Law can be stated as:
	[image: C]A. 
	Throughput time X Throughput rate = Work-in-process



	[image: O]B. 
	Throughput rate + Work-in-process = Throughput time



	[image: X]C. 
	Throughput rate/Throughput time = Work-in-process



	[image: O]D. 
	Work-in-process X Throughput rate = Throughput time



	[image: O]E. 
	None of the above



[image: FEEDBACK]
Although it is stated in a different form in the text, by multiplying both sides by Throughput rate, A moves it to the other side of the equation.



	1.
	Which of the following is not a basic process flow structure?

	[image: O]A. 
	Work Center



	[image: X]B. 
	Mass Attack



	[image: O]C. 
	Assembly Line



	[image: O]D. 
	Project Layout



	[image: O]E. 
	Continuous Process



[image: FEEDBACK]
B is the correct answer.



	[image: CORRECT]
	2.
	The type of processing structure that is used to produce gasoline, chemicals, and drugs is:

	[image: O]A. 
	Work Center



	[image: O]B. 
	Batch



	[image: O]C. 
	Assembly Line



	[image: O]D. 
	Project Layout



	[image: X]E. 
	Continuous Process



[image: FEEDBACK]
E is the correct answer. Job shop produces low standardized products, batch produces multiple products and assembly line produces fewer major products. Project, on the other hand, is not a processing structure.



	[image: CORRECT]
	3.
	The type of processing structure that is used for producing discrete products at higher volume is:

	[image: O]A. 
	Work Center



	[image: O]B. 
	Batch



	[image: X]C. 
	Assembly Line



	[image: O]D. 
	Project Layout



	[image: O]E. 
	Continuous Process



[image: FEEDBACK]
C is the correct answer. The other options either produce small volume or cannot produce discrete products.



	[image: WRONG]
	4.
	The best description of the process structure used for assembling the Space Shuttle is:
	[image: X]A. 
	Work Center



	[image: O]B. 
	Manufacturing Cell



	[image: O]C. 
	Assembly Line



	[image: C]D. 
	Project Layout



	[image: O]E. 
	Continuous Process



[image: FEEDBACK]
Due to the size of the Space Shuttle it is assembled at a central location.



	[image: CORRECT]
	5.
	The major decision variables in equipment selection are:

	[image: O]A. 
	Flexibility



	[image: O]B. 
	Labor requirements



	[image: O]C. 
	Manufacturer



	[image: X]D. 
	Both A and B



	[image: O]E. 
	Both B and C



[image: FEEDBACK]
D is the correct answer. Manufacturer (Choice C) is a factor to consider under decision variable initial investment.



	[image: WRONG]
	6.
	When comparing multiple processes to manufacture a product, the path of lowest total cost is always a straight line.
	[image: X]A. 
	True



	[image: C]B. 
	False



[image: FEEDBACK]
Depending on the amount produced, the process that gives the lowest total cost will change so the path of lowest total cost combines the production cost line of multiple processes usually making it look more like a curve.



	[image: WRONG]
	7.
	The product-process matrix:
	[image: O]A. 
	shows as volume decreases an assembly line is the solution



	[image: C]B. 
	shows as volume increase specialized equipment becomes cost effective



	[image: O]C. 
	shows all process structures except work centers are inefficient



	[image: X]D. 
	guides companies on what products to produce



	[image: O]E. 
	allows a manager to justify buying new equipment



[image: FEEDBACK]
The point of the matrix is to show that as volume increases and the product line narrows, specialized equipment and standardized material flow becomes feasible.



	[image: WRONG]
	8.
	A process flow diagram shows how parts are put together to make a product.
	[image: X]A. 
	True



	[image: C]B. 
	False



[image: FEEDBACK]
False. A process flow diagram shows the steps required to make a product. An assembly diagram shows how the parts go together.



	[image: CORRECT]
	9.
	A breakeven point indicates which of the following:

	[image: O]A. 
	The point where profit is maximized



	[image: O]B. 
	The point where cost is minimized



	[image: X]C. 
	The point where we are indifferent between two options



	[image: O]D. 
	The point where we are most efficient



	[image: O]E. 
	All of the above



[image: FEEDBACK]
C is the correct answer.



	.
	The service triangle includes:

	[image: O]A. 
	The service strategy



	[image: O]B. 
	Employees



	[image: O]C. 
	Management



	[image: O]D. 
	Support systems



	[image: X]E. 
	A, B, and D



[image: FEEDBACK]
E is the correct answer. Management is important, however, it is not one of the service triangle elements.



	[image: CORRECT]
	2.
	The ______ the percentage of contact time between the service system and the customer, the ________ the degree of interaction between the two during the production process.

	[image: O]A. 
	Greater, lesser



	[image: O]B. 
	Lesser, greater



	[image: X]C. 
	Greater, greater



	[image: O]D. 
	None of the above



[image: FEEDBACK]
C is the correct answer because the extent of contact is roughly defined as the percentage of time the customer must be in the system relative to the total time it takes to perform the customer service.



	[image: CORRECT]
	3.
	Which of the following is not an alternative identified in the service-system design matrix?

	[image: O]A. 
	Mail contact



	[image: O]B. 
	Face-to-face loose specs



	[image: O]C. 
	Face-to-face tight specs



	[image: O]D. 
	Phone contact



	[image: X]E. 
	All of the above are identified



[image: FEEDBACK]
E is the correct answer.



	[image: WRONG]
	4.
	______________ refers to service encounters whose specifications must be developed through some interaction between the customer and the server.
	[image: O]A. 
	Mail contact



	[image: O]B. 
	Face-to-face loose specs



	[image: O]C. 
	Face-to-face tight specs



	[image: X]D. 
	Phone contact



	[image: C]E. 
	Face-to-Face total customization



[image: FEEDBACK]
E is the correct answer. Under mail contact and phone contact customers have little interaction with the system. Face-to-face loose specs refer to situations where the service process is generally understood but there are options in how it will be performed. Face-to-face tight specs refer to those situations where there is little variation in the service process-neither customer nor server has much discretion in creating the service.



	[image: WRONG]
	5.
	Which of the following statements is not true about the strategic uses of the service-system design matrix?
	[image: O]A. 
	Enables systematic integration of operations and marketing strategy



	[image: X]B. 
	Permits comparison with how other firms deliver specific services



	[image: O]C. 
	Indicates life cycle changes that might be in order as the firm grows



	[image: O]D. 
	Both A and B



	[image: C]E. 
	A, B, and C



[image: FEEDBACK]
E is the correct answer. All are strategic uses of the matrix.



	[image: CORRECT]
	6.
	What are poka-yokes?

	[image: O]A. 
	Service quality that fluxuates like a yo-yo



	[image: X]B. 
	Procedures that prevent defects from happening



	[image: O]C. 
	Japanese drawings of a customer point of view of a service



	[image: O]D. 
	Low contact customer service jobs that can be automated



	[image: O]E. 
	Service strategy improvement techniques



[image: FEEDBACK]
A poka-yoke is a procedure to prevent mistakes from happening.



	[image: CORRECT]
	7.
	Which is not a characteristic of a well-designed service system?

	[image: O]A. 
	User-friendly



	[image: O]B. 
	Links the back and front office



	[image: X]C. 
	Gives the same service to all customers regardless of their needs



	[image: O]D. 
	Robust so it can cope with variations



	[image: O]E. 
	Gives evidence of the quality of service



[image: FEEDBACK]
A well-designed service system should provide service that matches the needs of the customers, not a one size fits all approach.



	[image: WRONG]
	8.
	The approach to delivering on-site service made famous by Nordstrom department stores is:
	[image: O]A. 
	Production line approach



	[image: O]B. 
	Self-service approach



	[image: C]C. 
	Personal attention approach



	[image: X]D. 
	None of the above



[image: FEEDBACK]
C is the correct answer. McDonald's popularized the production line approach, while ATMs and gas stations made the self-service approach famous.



	[image: WRONG]
	9.
	Which of the following is not an application of behavioral concepts to enhance service encounters?
	[image: C]A. 
	Segment the pain, combine the pleasure



	[image: O]B. 
	The front-end and back-end of a service are not equal



	[image: O]C. 
	Give the customer control



	[image: O]D. 
	Pay attention to norms



	[image: X]E. 
	None of the above



[image: FEEDBACK]
The correct form is segment the pleasure, combine the pain.



	[image: WRONG]
	10.
	Which of the following is not an element of a good service guarantee?
	[image: X]A. 
	Unconditional



	[image: O]B. 
	Easy to understand and communicate



	[image: O]C. 
	Painless to invoke



	[image: C]D. 
	Ensures the firm makes a profit



	[image: O]E. 
	Meaningful to the customer



[image: FEEDBACK]
D is the correct answer.



	[image: WRONG]
	11.
	Netflix would be an example of which of the following approaches to managing customer induced variation?
	[image: O]A. 
	Cost penalties



	[image: C]B. 
	Uncompromised reduction



	[image: O]C. 
	Classic reduction



	[image: O]D. 
	Classic accommodation



	[image: X]E. 
	None of the above



[image: FEEDBACK]
The Netflix model uses knowledge of the customer to enable good service without adding staff or imposing explicit penalties for failure to return movies.




	The categories for the Baldrige Award include:

	[image: O]A. 
	Manufacturing companies or subsidiaries



	[image: O]B. 
	Small businesses



	[image: O]C. 
	Educational institutions



	[image: O]D. 
	Healthcare organizations



	[image: X]E. 
	All of the above



[image: FEEDBACK]
E is the correct answer.



	[image: WRONG]
	2.
	Which Quality Guru proposed 10 steps to quality improvement in the Quality Guru's Compared exhibit?
	[image: O]A. 
	Crosby



	[image: O]B. 
	Deming



	[image: X]C. 
	Ishikawa



	[image: C]D. 
	Juran



	[image: O]E. 
	None of the above



[image: FEEDBACK]
Juran. Crosby proposed 14 steps to quality improvement; Deming 14 points for management; Ishhikawa was not included in the comparison.



	[image: WRONG]
	3.
	Which of the following is not a dimension of design quality?
	[image: O]A. 
	Features



	[image: O]B. 
	Durability



	[image: X]C. 
	Serviceability



	[image: C]D. 
	Customization



	[image: O]E. 
	Perceived quality



[image: FEEDBACK]
D is the correct answer. All others are dimensions.



	[image: CORRECT]
	4.
	Testing is an example of:

	[image: X]A. 
	Appraisal costs



	[image: O]B. 
	Prevention costs



	[image: O]C. 
	Internal failure costs



	[image: O]D. 
	External failure costs



	[image: O]E. 
	None of the above



[image: FEEDBACK]
A is the correct answer. Appraisal costs ensure that the product or process is acceptable. Prevention costs are the sum of all costs to prevent defects. Internal and external failure costs are costs incurred on account of poor quality.



	[image: WRONG]
	5.
	An example of prevention quality cost is:
	[image: X]A. 
	Inspection



	[image: O]B. 
	Testing



	[image: C]C. 
	Train personnel



	[image: O]D. 
	Rework



	[image: O]E. 
	Warranty replacements



[image: FEEDBACK]
C is the correct answer. A and B are examples of appraisal costs, while D and E are examples of internal and external failure costs respectively.



	[image: WRONG]
	6.
	In Six Sigma, which pieces of information are required to calculate defects per million opportunities (DPMO)?
	[image: O]A. 
	Unit



	[image: X]B. 
	Defect



	[image: O]C. 
	Opportunity



	[image: O]D. 
	Probability



	[image: C]E. 
	A, B, and C



[image: FEEDBACK]
The first three are all part of the equation.



	[image: CORRECT]
	7.
	Statistical Process Control tools commonly used for continuous improvement efforts include:

	[image: O]A. 
	Process flow charts



	[image: O]B. 
	Pareto charts



	[image: O]C. 
	Cause and effect diagrams



	[image: O]D. 
	Control charts



	[image: X]E. 
	All of the above



[image: FEEDBACK]
E is the correct answer.



	[image: CORRECT]
	8.
	In Six Sigma, DMAIC stands for:

	[image: O]A. 
	Define, Meter, Analyze, Improve, Control



	[image: X]B. 
	Define, Measure, Analyze, Improve, Control



	[image: O]C. 
	Decide, Meter, Analyze, Improve, Control



	[image: O]D. 
	Decide, Measure, Analyze, Improve, Control



	[image: O]E. 
	Decode, Memorize, Analyze, Improve, Control



[image: FEEDBACK]
B is the correct answer.



	[image: WRONG]
	9.
	A Six Sigma program usually requires all of the following except:
	[image: X]A. 
	Executive Leadership



	[image: O]B. 
	Corporate wide training in concepts and tools



	[image: C]C. 
	Karate trained black belts



	[image: O]D. 
	Reinforcement



	[image: O]E. 
	Setting objectives



[image: FEEDBACK]
Although Six Sigma usually employs the term “black belt”, actual karate training is not required.



	[image: WRONG]
	10.
	Which of the following is not required for ISO 9000 Certification?
	[image: O]A. 
	Third party auditing



	[image: C]B. 
	A completed Baldrige application



	[image: O]C. 
	Evidence of best practices at every stage of the business



	[image: O]D. 
	Evidence of mutually beneficial supplier relationships



	[image: O]E. 
	Process approach



	[image: X]F. 
	All of the above



[image: FEEDBACK]
Companies do not have to apply for the Baldrige to become certified.



	[image: WRONG]
	11.
	Appreciative inquiry (AI) focuses on:
	[image: X]A. 
	The root causes of failure



	[image: O]B. 
	Mathematical analysis



	[image: C]C. 
	The how's of success



	[image: O]D. 
	Matching the quality capabilities of other organizations



	[image: O]E. 
	None of the above



[image: FEEDBACK]
The unique feature of the approach is that it looks for how to do things right, rather than why things go wrong.



	Which most closely matches the Association for Operations Management definition of logistics?

	[image: O]A. 
	Moving stuff



	[image: X]B. 
	The art and science of obtaining, producing and distributing material and products in the proper place in the proper quantity



	[image: O]C. 
	What can Brown do for you?



	[image: O]D. 
	The world delivered by 10am



	[image: O]E. 
	When it positively absolutely has to get there



[image: FEEDBACK]
B most closely matches the AOM definition of logistics.



	[image: CORRECT]
	2.
	Third-party logistics providers include all of the following except:

	[image: O]A. 
	United Parcel Service (UPS)



	[image: O]B. 
	FedEx



	[image: O]C. 
	DHL



	[image: O]D. 
	Ceva Logistics



	[image: X]E. 
	Santa Claus



[image: FEEDBACK]
Although Santa supposedly delivers, he does so for himself, not as a third party.





	[image: CORRECT]
	3.
	The fundamental decision in logistics is:

	[image: O]A. 
	What to send



	[image: O]B. 
	How often to send something



	[image: O]C. 
	How many items to send



	[image: X]D. 
	What form of transportation to use



	[image: O]E. 
	What color to paint your delivery trucks



[image: FEEDBACK]
Deciding the form of transportation is fundamental and many forms are competitive.



	[image: WRONG]
	4.
	According to the Logistics-System Design Matrix, when shipping high volumes of materials, all of the following are logical except:
	[image: C]A. 
	Air



	[image: X]B. 
	Pipeline



	[image: O]C. 
	Highway



	[image: O]D. 
	Rail



	[image: O]E. 
	Water



[image: FEEDBACK]
Due to the cost, it is too expensive to send large volumes by air.



	[image: CORRECT]
	5.
	Cross docking refers to:

	[image: O]A. 
	The practice of having ships dock in the form of a cross



	[image: X]B. 
	Using a consolidation warehouse to break down larger shipments for the local area



	[image: O]C. 
	Finding the optimal parking location at a loading dock



	[image: O]D. 
	Optimizing dock size in a port



	[image: O]E. 
	Mobile platforms to dock at for ships



[image: FEEDBACK]
It is called cross docking because inbound trucks unload on one ship and outbound load on the other side of the warehouse.





	[image: WRONG]
	6.
	Typical issues to consider in facility location include all of the following except:
	[image: O]A. 
	Proximity to customers



	[image: O]B. 
	Business climate



	[image: X]C. 
	Total cost



	[image: O]D. 
	Quality of labor



	[image: C]E. 
	None of the above



[image: FEEDBACK]
All of the answers are issues to consider.



	[image: CORRECT]
	7.
	In location planning, the Factor rating system:

	[image: O]A. 
	Is the most widely-used



	[image: O]B. 
	Uses an easy to understand format



	[image: O]C. 
	Assigns point values to factors



	[image: O]D. 
	Uses total points from all factors to pick a location



	[image: X]E. 
	All of the above



[image: FEEDBACK]
Factor rating is simple and very flexible.



	[image: WRONG]
	8.
	In location planning, the Centroid method requires all of the following information except:
	[image: O]A. 
	Amount to be shipped



	[image: O]B. 
	Distance between locations



	[image: C]C. 
	Truck available for shipping



	[image: O]D. 
	X and Y coordinates on a grid



	[image: X]E. 
	All of the above



[image: FEEDBACK]
The centroid method does not consider which transportation method will be used, only distances and volumes.



	The benefit of group technology includes:

	[image: O]A. 
	Elimination of movement and waiting time between operations



	[image: O]B. 
	Reduction of inventory



	[image: O]C. 
	Reduction of number of employees required



	[image: O]D. 
	A and B



	[image: X]E. 
	A, B, and C



[image: FEEDBACK]
E is the correct answer. All of the above are benefits of group technology.



	[image: WRONG]
	2.
	Which of the following is not true about JIT systems?
	[image: O]A. 
	The JIT system is based on the philosophy of eliminating waste and utilizing the full capability of the worker.



	[image: O]B. 
	Under JIT the ideal lot size is one.



	[image: O]C. 
	JIT is typically applied to repetitive manufacturing.



	[image: C]D. 
	The goal of JIT is to drive all inventory queues to a moderate level thus minimizing inventory investment and shortening lead times.



	[image: X]E. 
	All the above statements are true.



[image: FEEDBACK]
D is the correct answer. The goal of JIT is to drive all inventory queues to zero (and not a moderate level) thus minimizing inventory investment and shortening lead times.



	[image: CORRECT]
	3.
	Which of the following is not an element of JIT?

	[image: O]A. 
	small-lot production



	[image: X]B. 
	quickly changing schedule



	[image: O]C. 
	multifunction worker



	[image: O]D. 
	kanban pull system



	[image: O]E. 
	perfect or nearly perfect quality



[image: FEEDBACK]
B is the answer. An important element of JIT is to have level/fixed schedules. All other elements are correct.



	[image: CORRECT]
	4.
	A kanban card is used to signal that:

	[image: O]A. 
	work should not be moved to the next station



	[image: O]B. 
	a worker has run out of parts



	[image: O]C. 
	a machine has broken down



	[image: X]D. 
	work is authorized to replenish a downstream station



	[image: O]E. 
	a machine is ready for preventive maintenance



[image: FEEDBACK]
D is the correct answer. Kanban cards are used to signal that material is needed. This helps in regulating the JIT flow.



	[image: WRONG]
	5.
	With regards to working with suppliers, lean systems typically require:
	[image: O]A. 
	delivery of large lots at frequent intervals



	[image: X]B. 
	buyer inspection of goods and materials



	[image: O]C. 
	multiple sources from which to purchase



	[image: C]D. 
	long-term relationships and commitments



	[image: O]E. 
	the lowest price possible



[image: FEEDBACK]
D is the correct answer. A, B, C and E contradict the lean philosophy, i.e. lean preaches smaller lot sizes, supplier inspection of goods and materials, single sourcing and quality not price should be the main criteria when selecting supplies.



	[image: CORRECT]
	6.
	Which of the following is NOT one of the more successful applications of lean concepts in services?

	[image: O]A. 
	Organize problem-solving groups



	[image: O]B. 
	Upgrade housekeeping



	[image: O]C. 
	Upgrade quality



	[image: O]D. 
	Clarification of process flows



	[image: X]E. 
	Introduction of demand-push scheduling



[image: FEEDBACK]
E is the answer. Introduction of demand-pull/customer-driven scheduling (and not demand-push scheduling) is necessary for operating a service business.



	[image: CORRECT]
	7.
	Which of the following are lean implementation requirements?

	[image: O]A. 
	Preventive maintenance



	[image: O]B. 
	Excellent quality



	[image: O]C. 
	Vertically integrated facilities



	[image: X]D. 
	A and B



	[image: O]E. 
	A, B, and C



[image: FEEDBACK]
D is the correct answer. Vertically integrated facilities are not a lean implementation requirement. Lean philosophy prefers small specialized plants or focused factories.



	[image: WRONG]
	8.
	Which is not an example of production leveling?
	[image: C]A. 
	Hiring temporary tax preparers in March and April



	[image: O]B. 
	McDonald's offering a limited breakfast menu



	[image: O]C. 
	A take-a-number system to wait in line



	[image: X]D. 
	The post office charging more for expedited service



	[image: O]E. 
	Building inventory for the holiday season throughout the year



[image: FEEDBACK]
The government would level production of tax professionals if they gave individuals staggered dates to submit their taxes instead of one date for everyone.



	[image: WRONG]
	9.
	i2 Technologies rate based planning is based upon the following planning and execution approaches:
	[image: O]A. 
	Using inventory to accommodate demand variation



	[image: O]B. 
	No rates are established for end items or parts



	[image: O]C. 
	Discrete orders are used to communicate requirements throughout the supply chain



	[image: X]D. 
	All of the above



	[image: C]E. 
	None of the above



[image: FEEDBACK]
A-C are conventional planning and execution approaches, not rate based planning and execution.



	1.
	ERP stands for:

	[image: O]A. 
	Enterprise Research Planning



	[image: X]B. 
	Enterprise Resource Planning



	[image: O]C. 
	Enterprise Research Protocol



	[image: O]D. 
	Enterprise Resource Protocol



	[image: O]E. 
	None of the above






	[image: WRONG]
	2.
	SAP and other ERP systems:
	[image: O]A. 
	Exactly mirror the operations of a company



	[image: C]B. 
	According to consultants, are built on best practices and do not exactly line up with the way a company operates



	[image: O]C. 
	Owe their success to optimizing a narrow range of business applications



	[image: X]D. 
	None of the above



[image: FEEDBACK]
Consultants argue best practices underlie the ERP systems, but companies need to change their practices to those implemented by SAP programmers. Thus they don't exactly mirror the operations of a company. Also, they don't owe their success to their comprehensive coverage of business applications.



	[image: CORRECT]
	3.
	SAP Applications are built around scenarios that:

	[image: O]A. 
	Have a low probability of occurrence



	[image: O]B. 
	Are limited to no more than 100 different ones in the Customer Relationship Management Suite



	[image: O]C. 
	Cannot be supported by Palm or Blackberry mobile devices in tracking customer orders



	[image: O]D. 
	All of the above



	[image: X]E. 
	None of the above



[image: FEEDBACK]
The scenarios are built around scenarios that are likely to occur; the CRM example notes that there are literally 1000 different scenarios that can be supported by SAP, not 100, and that Palm or Blackberry mobile devices are supported by the software.



	[image: CORRECT]
	4.
	Major SAP Functional Applications include all of the following except:

	[image: O]A. 
	Financial



	[image: O]B. 
	Human capital management



	[image: O]C. 
	Operations



	[image: X]D. 
	Multi-player gaming



	[image: O]E. 
	Corporate services



[image: FEEDBACK]
SAP provides ERP software with all of the above applications except gaming.



	[image: CORRECT]
	5.
	Major competitors in the ERP market include all of the following except:

	[image: O]A. 
	SAP



	[image: O]B. 
	Oracle



	[image: X]C. 
	Google



	[image: O]D. 
	i2 Technologies



	[image: O]E. 
	None of the above



[image: FEEDBACK]
As of this time Google has yet to enter the ERP market.



	[image: CORRECT]
	6.
	Benefits of an ERP system include all of the following except:

	[image: O]A. 
	Standardization of system processes



	[image: O]B. 
	Improvement of system processes



	[image: O]C. 
	Improvement of system integration



	[image: O]D. 
	Improvement of information quality



	[image: X]E. 
	Improving information management in small firms



[image: FEEDBACK]
SAP, for example, is now targeting small and medium-sized firms with their SAP Business One product. A-D are benefits cited for ERP systems in general.



	[image: WRONG]
	7.
	NetWeaver __________
	[image: O]A. 
	Is the French version of R/3



	[image: O]B. 
	Cannot be used by third party vendors



	[image: C]C. 
	Can be used by companies who want to build their own Internet applications on top of those provided by SAP



	[image: O]D. 
	Should not be used to manage change requests



	[image: X]E. 
	None of the above



[image: FEEDBACK]
NetWeaver is a special SAP application for companies who want to build their own Internet applications on top of those provided by SAP. It can be used by third party vendors and Exhibit 14.5 shows an application of it to change requests. R/3 is a German firm (SAP AG) software product that operates three tier client/server configurations.



	[image: WRONG]
	8.
	Common reasons for not implementing ERP systems include all of the following, except:
	[image: C]A. 
	Few vendors are willing to sell ERP systems



	[image: O]B. 
	ERP technology does not support specific businesses



	[image: X]C. 
	ERP might damage business



	[image: O]D. 
	Cost



	[image: O]E. 
	Benefits of ERP are difficult to realize



[image: FEEDBACK]
Many companies are selling ERP systems.



	[image: WRONG]
	9.
	The Open Information Warehouse example
	[image: O]A. 
	Illustrates how R/3 manages a three tier client server configuration



	[image: C]B. 
	Shows how drilling down descends through an existing hierarchy to bring out more detail



	[image: X]C. 
	Illustrates how ISO 9001 specifications can be designed into an ERP system



	[image: O]D. 
	Illustrates how Hillerich and Bradsby creates purchase orders from certified vendors



[image: FEEDBACK]
Drilling down refers to descending through an existing hierarchy to bring out more detail. The example dealt with a how a company drilled down to check sales of particular products in particular regions in light of seasonal variation.



	Which of the following accurately describes a chase strategy?
	[image: O]A. 
	The firm produces the same amount each day over the planning period and deals with the variations in demand through the use of inventory or overtime.



	[image: O]B. 
	The firm produces at the same level for several months, and then adjusts production to another level and produces at that level for several more months.



	[image: C]C. 
	The firm produces exactly what is needed every month.



	[image: X]D. 
	All of the above could describe the strategy, depending on the organization.



	[image: O]E. 
	None of the above accurately describes it.



[image: FEEDBACK]
C is the correct answer. Chase strategy matches the production rate to the order rate by hiring and laying off employees as the order rate varies.



	[image: CORRECT]
	2.
	Production planning strategies include:

	[image: O]A. 
	Chase strategy



	[image: O]B. 
	Level strategy



	[image: O]C. 
	Stable workforce-variable work hours



	[image: O]D. 
	Transportation Method



	[image: X]E. 
	A, B, and C



[image: FEEDBACK]
E is the correct answer. Transportation refers to a technique for solving the problem--a production problem which incorporates one or more of the above strategies.



	[image: WRONG]
	3.
	Which of the following is not a cost relevant to aggregate production planning?
	[image: O]A. 
	Basic production costs



	[image: C]B. 
	Quantity discounts



	[image: O]C. 
	Costs associated with changes in the production rate



	[image: O]D. 
	Inventory holding costs



	[image: X]E. 
	Backordering costs



[image: FEEDBACK]
B is the correct answer. Quantity discounts are not considered when developing aggregate operations plans.



	[image: WRONG]
	4.
	Aggregate planners balance:
	[image: O]A. 
	demand and overtime



	[image: X]B. 
	demand and inventories



	[image: C]C. 
	demand and capacity



	[image: O]D. 
	supply and inventories



	[image: O]E. 
	supply and cost



[image: FEEDBACK]
C is the correct answer. Aggregate planners balance demand and supply/capacity. Inventories and costs such as overtime are techniques used for balancing demand and supply.



	[image: CORRECT]
	5.
	One option for altering the pattern of demand is:

	[image: O]A. 
	hiring employees



	[image: O]B. 
	using overtime



	[image: O]C. 
	carrying inventory



	[image: O]D. 
	subcontracting



	[image: X]E. 
	pricing



[image: FEEDBACK]
E is the correct answer. A through D are options for altering supply.



	[image: WRONG]
	6.
	The aggregate planning techniques that can be use to find optimal solutions are:
	[image: O]A. 
	Cut-and-try charting



	[image: O]B. 
	Graphic method



	[image: C]C. 
	Linear programming and the transportation model



	[image: O]D. 
	A and B



	[image: X]E. 
	A, B, and C



[image: FEEDBACK]
C is the correct answer. Linear programming and the transportation model can be used to find optimal solutions.



	[image: CORRECT]
	7.
	The transportation model is appropriate to aggregate planning if the cost and variable relationships are linear and demand can be treated as probabilistic.

	[image: O]A. 
	True



	[image: X]B. 
	False



[image: FEEDBACK]
B is the correct answer. The transportation model is appropriate to aggregate planning if the cost and variable relationships are linear and demand can be treated as deterministic.



	[image: WRONG]
	8.
	Yield management works best when all of the following exist except:
	[image: C]A. 
	Capacity is completely flexible



	[image: X]B. 
	Demand can be segmented



	[image: O]C. 
	Inventory is perishable



	[image: O]D. 
	Demand is highly variable



	[image: O]E. 
	Products can be sold in advance



[image: FEEDBACK]
Completely flexible capacity would allow for a direct strategy that would not require forecasting and pricing.



	Which of the following is not a reason for carrying inventory?

	[image: O]A. 
	to maintain independence of operations



	[image: O]B. 
	to take advantage of economic purchase-order size



	[image: X]C. 
	to make the system less productive



	[image: O]D. 
	to meet variation in product demand



	[image: O]E. 
	to allow flexibility in production scheduling



[image: FEEDBACK]
C is the correct answer. To make the system less productive is not a reason for holding inventory.



	[image: WRONG]
	2.
	Counting items to ensure an order is correct is an example of:
	[image: O]A. 
	setup cost



	[image: C]B. 
	ordering cost



	[image: O]C. 
	carrying cost



	[image: O]D. 
	stockout cost



	[image: X]E. 
	holding cost



[image: FEEDBACK]
B is the correct cost. Setup costs are production change costs and include items such as arranging specific equipment setups, filling out the required paper, etc. Carrying cost includes costs for storage, facilities, insurance, etc. I.e., cost incurred for holding inventory. Stockout cost is when the stock of an item is depleted. Holding cost is the same as carrying cost.



	[image: WRONG]
	3.
	Independent demand is:
	[image: O]A. 
	inventory whose demand comes from independent suppliers



	[image: O]B. 
	inventory that is independent of any known rules of demand and supply



	[image: X]C. 
	demand that is related to the demand for another item



	[image: C]D. 
	demand determined by the marketplace that requires forecasting



	[image: O]E. 
	none of the above



[image: FEEDBACK]
D is the correct answer. Dependent demand is derived from an end item. In dependent demand the need for one item is a direct result of the need for some other item, usually a higher-level of which it is a part.



	[image: CORRECT]
	4.
	The basic difference between Periodic systems (P-model) and Fixed-order quantity systems (Q-model) is:

	[image: X]A. 
	Q models are event triggered while P models are time triggered



	[image: O]B. 
	Q models are time triggered while P models are event triggered



	[image: O]C. 
	P models favor more expensive items



	[image: O]D. 
	P model is more appropriate for important items such as critical repair parts



	[image: O]E. 
	None of the above



[image: FEEDBACK]
A is the correct answer. B is the opposite of A. C and D describe Q models and not P models.



	[image: CORRECT]
	5.
	Which of the following is not an assumption of the basic economic-order quantity model?

	[image: O]A. 
	annual demand is constant and known



	[image: O]B. 
	lead time is constant



	[image: O]C. 
	ordering or setup costs are constant



	[image: X]D. 
	quantity discounts are available



	[image: O]E. 
	no backorders are allowed



[image: FEEDBACK]
D is the correct answer. Quantity discounts are not allowed in basic EOQ models because one of the assumptions is that price per unit of product is constant.



	[image: CORRECT]
	6.
	In the basic fixed-order quantity model, if annual demand doubles, the effect on the Optimal Order Quantity (EOQ) is:

	[image: O]A. 
	it doubles



	[image: O]B. 
	it is half its previous amount



	[image: O]C. 
	it is about 70% of its previous amount



	[image: O]D. 
	decreases by a factor of 2



	[image: X]E. 
	it increases by about 40%



[image: FEEDBACK]
E is the correct answer. For example assume: D is 1000, S= 5, and H=1.25. Then the EOQ =89.4. If we increase D to 2000, EOQ is now 126.49 or about a 40% increase.



	[image: WRONG]
	7.
	Which of the following statements is true about the Fixed-order quantity system?
	[image: O]A. 
	It does not have a reorder point but rather a target inventory.



	[image: C]B. 
	The system is completely determined by the two parameters, Q and R.



	[image: O]C. 
	It does not have an EOQ, since the quantity varies according to demand.



	[image: X]D. 
	The order interval is fixed not the order quantity.



	[image: O]E. 
	None of the above is true.



[image: FEEDBACK]
B is the correct answer. A, C, and D describe the P-system.



	[image: WRONG]
	8.
	ABC analysis typically requires that inventory be classified according to:
	[image: O]A. 
	alphabetical order by item name



	[image: C]B. 
	annual dollar volume



	[image: O]C. 
	alphabetical order by supplier name



	[image: O]D. 
	due date



	[image: X]E. 
	none of the above



[image: FEEDBACK]
B is the correct answer. Items are classified according to dollar volume. A items are large dollar volume items while C are small dollar volume items. Options A and C are other ways to classify inventory in general.



	[image: WRONG]
	9.
	In the basic Q model, if the lead time doubles, the EOQ will:
	[image: O]A. 
	decrease by half



	[image: O]B. 
	double



	[image: C]C. 
	remain the same



	[image: X]D. 
	increase, but not double



	[image: O]E. 
	none of the above



[image: FEEDBACK]
C is the correct answer. Lead-time is not part of EOQ computation.




	[image: CORRECT]
	10.
	Three simple inventory systems often used in practice are:

	[image: O]A. 
	Optional replenishment or min/max system



	[image: O]B. 
	One-bin system



	[image: O]C. 
	Two-bin system



	[image: O]D. 
	ABC inventory classification system



	[image: X]E. 
	A, B, and C



[image: FEEDBACK]
E is the correct answer. ABC system is a way of classifying inventory based on value and is not one of the 3 simple inventory systems.



	[image: WRONG]
	11.
	Cycle counting of inventory is most common for the following reasons except:
	[image: C]A. 
	It is the appointed time of the year



	[image: X]B. 
	Records show inventory is low or zero



	[image: O]C. 
	Records show inventory but a backorder was written



	[image: O]D. 
	Some inventory is very valuable or important



	[image: O]E. 
	None of the above



[image: FEEDBACK]
Cycle counting has to do with inventory level and is performed frequently in comparison a annual inventory count.



	1.
	Goldratt's rule of production scheduling includes all but:

	[image: O]A. 
	Do not balance the capacity--balance the flow



	[image: O]B. 
	Utilization and activation of a resource is not the same thing



	[image: O]C. 
	An hour saved at a non-bottleneck is a mirage



	[image: X]D. 
	A process batch should be fixed both along its route and in time



	[image: O]E. 
	Priorities can be set only by examining the system's constraints



[image: FEEDBACK]
D is the correct answer. According to Goldratt, a process batch should be variable (and not fixed) both along its route and in time.



	[image: WRONG]
	2.
	The steps in Goldratt's Theory of Constraints problem solving approach include:
	[image: O]A. 
	Identify the system constraint



	[image: O]B. 
	Decide how to remove the system constraints



	[image: O]C. 
	Elevate the system constraint to highest priority



	[image: O]D. 
	A and B



	[image: X]E. 
	A and C



	[image: C]F. 
	A, B, and C



[image: FEEDBACK]
F is the correct answer. All three are part of Goldratt's theory of constraints.



	[image: CORRECT]
	3.
	The measures of the firm's ability to make money according to Goldratt include:

	[image: O]A. 
	Net profit



	[image: O]B. 
	Return on assets



	[image: O]C. 
	Cash flow



	[image: O]D. 
	A and B



	[image: X]E. 
	A and C



	[image: O]F. 
	A, B, and C



[image: FEEDBACK]
E is the correct answer. The three measures of the firm's ability to make money include: net profit, return on investment (and not return on assets) and cash flow.



	[image: WRONG]
	4.
	Operational measures include:
	[image: O]A. 
	Throughput



	[image: O]B. 
	Inventory



	[image: O]C. 
	Operating expenses



	[image: X]D. 
	A and B



	[image: O]E. 
	B and C



	[image: C]F. 
	A, B, and C



[image: FEEDBACK]
F is the correct answer. All three are operational measures.

	


	
	



	[image: WRONG]
	5.
	From an operations standpoint, the goal of the firm is to simultaneously increase throughput and inventory and reduce operating expenses.
	[image: X]A. 
	True



	[image: C]B. 
	False



[image: FEEDBACK]
B is the correct answer. From and operations standpoint, the goal of the firm is to increase throughput while simultaneously reducing inventory and operating expenses.



	[image: WRONG]
	6.
	If there is no bottleneck, then excess capacity exists and the system should be changed to create a bottleneck.
	[image: C]A. 
	True



	[image: X]B. 
	False



[image: FEEDBACK]
A is the correct answer. This is a true statement.



	[image: WRONG]
	7.
	Which of the following according to Goldratt is not a component of production cycle time?
	[image: O]A. 
	Setup time



	[image: O]B. 
	Process time



	[image: O]C. 
	Wait time



	[image: X]D. 
	Queue time



	[image: C]E. 
	Maintenance time



[image: FEEDBACK]
E is the correct answer. Idle time and not maintenance time is the 5th component of production cycle time.










	[image: WRONG]
	8.
	If the system contains a bottleneck, the _______ is the best place for control. If there is no bottleneck, the __________ is the best place for control.
	[image: O]A. 
	Capacity-constrained resource, bottleneck



	[image: O]B. 
	Capacity-constrained resource, drum



	[image: C]C. 
	Bottleneck, capacity-constrained resource



	[image: X]D. 
	None of the above



[image: FEEDBACK]
C is the correct answer. If the system contains a bottleneck, the bottleneck (called the drum) is the best place for control. If there is no bottleneck, the capacity-constrained resource is the best place for control.



	[image: WRONG]
	9.
	According to Goldratt and Fox, a useful performance measure to treat inventory is ______.
	[image: O]A. 
	Inventory turnover



	[image: O]B. 
	Current ratio



	[image: O]C. 
	Quick ratio



	[image: C]D. 
	Dollar days



	[image: X]E. 
	None of the above



[image: FEEDBACK]
D is the correct answer. Inventory turnover is a traditional measure, whereas current ratio and quick ratio don't really measure inventory.



	[image: WRONG]
	10.
	The drawbacks of JIT in relation to synchronous manufacturing include all but:
	[image: O]A. 
	JIT is limited to repetitive manufacturing



	[image: O]B. 
	JIT requires a stable production level



	[image: C]C. 
	JIT uses a schedule to assign work to each workstation



	[image: O]D. 
	JIT does not allow very much flexibility in the products produced



	[image: X]E. 
	All of the above are drawbacks of JIT



[image: FEEDBACK]
C is the correct answer. JIT still requires work-in-process when used with kanban. Synchronous manufacturing uses a schedule to assign work to each workstation. Thus, there is no need for more work in process other than that being worked on.




	[image: CORRECT]
	11.
	In the TOC application to bank lending, a new market constraint develops because:

	[image: O]A. 
	The supply of bank funds is less than the demand in the market place



	[image: O]B. 
	The bank management has failed to hire sufficient loan officers



	[image: O]C. 
	The bank management refuses to lend to customers who do not have a bank credit card



	[image: X]D. 
	None of the above



[image: FEEDBACK]
D is the correct answer because the marketplace constraint refers to actions outside of the bank's control. Thus, for A, bank funds would have to be greater than demand; B is an internal resource constraint; and C is a policy constraint.
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