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Chapter 7

Operations Management and Quality

True/False Questions

Easy Questions

1. Firms that make tangible projects are engaged in goods production.

Answer: True

Level: Easy

Page 204

Reference: Learning Objective 1 / What Does “Operations” Mean Today?

2. Operations managers never directly control costs or inventory.

Answer: False

Level: Easy

Page 205

Reference: Learning Objective 2 / Creating Value Through Operations

3. Operations managers do not always work in production facilities; farmers, for example, can be considered operations managers.

Answer: True

Level: Easy

Page 206

Reference: Learning Objective 2 / Creating Value Through Operations

4. Intangibles are not used in judging service quality; instead, a consumer’s focus is on tangibles.

Answer: False

Level: Easy

Page 207

Reference: Learning Objective 2 / Differences Between Service and Goods Manufacturing Operations

5. In a low-contact system, the customer need not be a part of the system to receive the service.

Answer: True

Level: Easy

Page 208

Reference: Learning Objective 2 / Operations Processes

6. Getting a haircut and having your lawn mowed are both examples of low-contact services.

Answer: False

Level: Easy

Page 208

Reference: Learning Objective 2 / Operations Processes

7. Over time, firms tend to change the competences on which they focus.

Answer: True

Level: Easy

Page 211

Reference: Learning Objective 3 / The Many Faces of Production Operations

8. A firm’s capacity depends on both how many people it employs and the number and size of its facilities.

Answer: True

Level: Easy

Page 212

Reference: Learning Objective 4 / Capacity Planning

9. The amount of a product that a company can produce under normal working conditions is its capacity.

Answer: True

Level: Easy

Page 212

Reference: Learning Objective 4 / Capacity Planning

10. The American Society for Quality defines quality in terms of manufactured goods only, not services.

Answer: False

Level: Easy

Page 214

Reference: Learning Objective 4 / Quality Planning

11. The master production schedule shows which products will be produced and when the production will take place.

Answer: True

Level: Easy

Page 216

Reference: Learning Objective 5 / Master Production Schedule

12. If parts A, B, and C must be produced this week, a detailed schedule will indicate the sequence of work.

Answer: True

Level: Easy

Page 216

Reference: Learning Objective 5 / Detailed Schedules

13. Total quality management includes all the activities necessary for getting quality goods and services into the marketplace.

Answer: True

Level: Easy

Page 221

Reference: Learning Objective 7 / Managing for Quality

14. Quality improvement teams are groups of employees from various work areas who define, analyze, and solve common production problems.

Answer: True

Level: Easy

Page 222

Reference: Learning Objective 7 / Tools for Total Quality Management

15. ISO 9000 originated in Japan and has been accepted across Europe and North America.

Answer: False

Level: Easy

Page 223

Reference: Learning Objective 7 / Tools for Total Quality Management

16. Reengineering is the process by which a company implements the best practices from its own past performance and those of other companies to improve its own products.

Answer: False

Level: Easy

Page 223

Reference: Learning Objective 7 / Tools for Total Quality Management

17. Business process reengineering focuses on improving all steps of business processes.

Answer: True

Level: Easy

Page 223

Reference: Learning Objective 7 / Tools for Total Quality Management

18. Each stage in the supply chain adds value for the final customer.

Answer: True

Level: Easy

Page 224

Reference: Learning Objective 8 / Adding Value Through Supply Chains

True/False Questions

Moderate Questions

19. When a company turns out ornaments in time for Christmas, it creates time utility.

Answer: True

Level: Moderate

Page 205

Reference: Learning Objective 2 / Creating Value Through Operations

Rationale: Time utility is created when products are made available for consumers when they want them.

20. By turning raw materials into finished goods, production creates form utility.

Answer: True

Level: Moderate

Page 205

Reference: Learning Objective 2 / Creating Value Through Operations

Rationale: Form utility is created when raw materials are converted into finished goods.

21. Services are more tangible, more customized, and less storable than most products.

Answer: False

Level: Moderate

Page 207

Reference: Learning Objective 2 / Differences Between Service and Goods Manufacturing Operations

Rationale: Services are intangible.

22. Services are typically characterized by a high degree of unstorability.

Answer: True

Level: Moderate

Page 207

Reference: Learning Objective 2 / Differences Between Service and Goods Manufacturing Operations

Rationale: Services are both unstorable and intangible.

23. An assembly line is an example of a process layout.

Answer: False

Level: Moderate

Page 213

Reference: Learning Objective 4 / Layout Planning

Rationale: A product layout utilizes an assembly line.

24. In a product layout, equipment and people are set up to produce one type of good in a fixed sequence of steps and are arranged according to its production requirements.

Answer: True

Level: Moderate

Page 214

Reference: Learning Objective 4 / Layout Planning

Rationale: A product layout allows for the efficient use of an assembly line, where production operations are set up along a product-flow line.

25. A process flow chart identifies the sequence of production activities, movements of materials, and work performed at each stage of the process.

Answer: True

Level: Moderate

Page 215

Reference: Learning Objective 4 / Methods Planning

Rationale: A process flow chart can be analyzed to isolate wasteful activities, sources of delay, and other inefficiencies.

26. Staff schedules identify who and how many employees will be working, and when.

Answer: False

Level: Moderate

Page 217

Reference: Learning Objective 5 / Staff Schedules and Computer-Based Scheduling

Rationale: Staff schedules, in general, specify assigned working times in upcoming days—perhaps for as many as 30 days or more—for each employee on each work shift.

27. A PERT chart indicates the critical path, which reveals the least-costly path for project completion.

Answer: False

Level: Moderate

Page 217

Reference: Learning Objective 5 / Project Scheduling with PERT

Rationale: A PERT chart indicates the critical path, which reveals the most time-consuming set of activities for completing a project.

28. A PERT chart indicates the critical path, which reveals the most time-consuming path for project completion.

Answer: True

Level: Moderate

Page 217

Reference: Learning Objective 5 / Project Scheduling with PERT

Rationale: The critical path will reveal possible delays in completing activities that will cause corresponding lateness beyond the planned completion time.

29. The ultimate goal for managers using PERT charts is to stay on schedule.

Answer: True

Level: Moderate

Page 218

Reference: Learning Objective 5 / Project Scheduling with PERT

Rationale: The critical path revealed in the PERT chart will indicate possible delays in project completion.

30. Materials management involves the flow of materials inside of the production facility only.

Answer: False

Level: Moderate

Page 219

Reference: Learning Objective 6 / Materials Management

Rationale: Materials management is the process by which managers plan, organize, and control the flow of materials from design through distribution of finished goods.

31. JIT production systems normally require large amounts of “safety stock” to be maintained in a firm’s warehouse.

Answer: False

Level: Moderate

Page 219

Reference: Learning Objective 6 / Materials Management

Rationale: JIT production reduces inventory levels by bringing needed materials together only at the precise time they are needed for production and/or shipment to the customer.

32. Japanese companies adapted the concept of quality circles from quality improvement teams used by U.S. companies.

Answer: False

Level: Moderate

Page 222

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: Quality improvement is patterned after the Japanese concept of quality circles.

33. ISO 9000 originally was an attempt to standardize materials received from suppliers in such high-technology industries as electronics, chemicals, and aviation.

Answer: True

Level: Moderate

Page 223

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: ISO 9000 is a certification program attesting that a factory, laboratory, or office has met the rigorous quality management requirements set by the International Organization for Standardization.

34. The goal of supply chain management is to reduce the number of links in the channel.

Answer: False

Level: Moderate

Page 225

Reference: Learning Objective 8 / The Supply Chain Strategy

Rationale: Supply chain management looks at the chain as a whole to improve the overall flow through a system composed of companies working together.

35. The goal of supply chain management is better value for customers.

Answer: True

Level: Moderate

Page 225

Reference: Learning Objective 8 / The Supply Chain Strategy

Rationale: After several companies work to improve the flow of materials through the system, the ultimate reward is better value for customers.

True/False Questions

Difficult Questions

36. The relationship between business strategy and operations tends to vary widely between manufacturing companies and service firms.

Answer: False

Level: Difficult

Page 210

Reference: Learning Objective 3 / The Many Faces of Production Operations

Rationale: The steps connecting business strategy to operations are similar in competitive markets, in general, for both manufacturing companies and service firms—and even for different industries.

37. All of the following types of operations resources, if selected, should be compatible with a chosen operations capability: equipment, human resources, and production processes.

Answer: True

Level: Difficult

Page 210

Reference: Learning Objective 3 / The Many Faces of Production Operations

Rationale: These variables, as well as a supportive culture, should all be compatible with a chosen operations capability.

38. Even excellent firms focus on one competence at a time.

Answer: False

Level: Difficult

Page 211

Reference: Learning Objective 3 / The Many Faces of Production Operations

Rationale: Excellent firms learn, over time, how to achieve more than just one competence.

39. Long-range capacity planning considers both current and future capacity requirements.

Answer: True

Level: Difficult

Page 212

Reference: Learning Objective 4 / Capacity Planning

Rationale: Capacity planning considers the number of people employed and the number and size of its production facilities in both the short and long term.

40. Quality planning involves a push toward the continued improvement of both products and production methods.

Answer: True

Level: Difficult

Page 214

Reference: Learning Objective 4 / Quality Planning

Rationale: Quality planning prepares employees for continuously improving the firm’s products and production methods.

41. A detailed schedule will indicate how many employees will be working on a given shift.

Answer: False

Level: Difficult

Page 216

Reference: Learning Objective 5 / Operations Scheduling

Rationale: A detailed schedule shows day-to-day activities that will occur in production.

42. Operations control includes materials management and quality control.

Answer: True

Level: Difficult

Page 219

Reference: Learning Objective 6 / Operations Control

Rationale: Both activities are a part of operations control and ensure that schedules are met and products delivered, both in quantity and in quality.

43. For manufacturing firms, typical materials costs make up 50 to 75 percent of total product costs.

Answer: True

Level: Difficult

Page 219

Reference: Learning Objective 6 / Materials Management

Rationale: Manufacturing firms face materials costs of up to 50 to 75 percent of total product costs; materials stakes are high for service firms as well.

44. The biggest challenge of TQM is motivating employees throughout the company to achieve quality goals.

Answer: True

Level: Difficult

Page 221

Reference: Learning Objective 7 / Managing for Quality

Rationale: The backbone of TQM is motivating employees throughout the company to achieve quality goals. Leaders of the quality movement use various methods and resources to foster a quality focus; when those efforts succeed, employees will ultimately accept quality ownership.

45. Managers of Restaurant A eat at a competing restaurant in order to identify desirable improvements in their own operations; this illustrates quality ownership.

Answer: False

Level: Difficult

Page 222

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: Competitive product analysis is a process by which a company analyzes a competitor’s products to identify desirable improvements.

46. Value-added analysis might focus on both the elimination of waste and cost minimization.

Answer: True

Level: Difficult

Page 222

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: Value-added analysis refers to the evaluation of all work activities, material flows, and paperwork to determine the value that they add for customers; it often reveals wasteful or unnecessary activities that can be eliminated without jeopardizing customer service.

47. The sales department relies on the engineering department to send samples and quotes to prospective customers on a timely basis; the sales department may be considered the engineering department’s internal customer.

Answer: True

Level: Difficult

Page 222

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: Customers are both internal and external.

48. ISO 14000 may result in a recycling program at a company.

Answer: True

Level: Difficult

Page 223

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: ISO 14000 certifies improvements in environmental performance, extending the ISO approach into the arena of environmental protection and hazardous waste management.

49. A value chain includes an entire network of firms with the exception of those responsible for transportation.

Answer: False

Level: Difficult

Page 224

Reference: Learning Objective 8 / Adding Value Through Supply Chains

Rationale: A value chain, also known as a supply chain, includes the flow of information, materials, and services that starts with raw-materials suppliers and continues adding value through other stages in the operations process until the product reaches the end customer.

50. Because supply chain strategy is based on the collective effort of a number of firms, no one firm in the chain gains a competitive advantage.

Answer: False

Level: Difficult

Page 224

Reference: Learning Objective 8 / The Supply Chain Strategy

Rationale: Supply chain strategy is based on the idea that members of the chain will gain competitive advantage by working as a coordinated unit.

Multiple Choice Questions

Easy Questions

51. _____ is the ability of a product to satisfy a human want.

a. Utility

b. Relative advantage

c. Content

d. Satisfaction

Answer: a

Level: Easy

Page 205

Reference: Learning Objective 2 / Creating Value Through Operations

52. _____ utility is created when a company makes products available when consumers want them.

a. Time

b. Place

c. Possession

d. Form

Answer: a

Level: Easy

Page 205

Reference: Learning Objective 2 / Creating Value Through Operations

53. _____ is the systematic direction and control of the processes that transform resources into finished products.

a. Marketing

b. Operations management

c. Control

d. Methods management

Answer: b

Level: Easy

Page 205

Reference: Learning Objective 2 / Creating Value Through Operations

54. _____ utility is created when a company makes products available when consumers want them.

a. Time

b. Place

c. Possession

d. Form

Answer: a

Level: Easy

Page 205

Reference: Learning Objective 2 / Creating Value Through Operations

55. Most service operations provide combinations of _____.

a. low- and high-contact systems

b. make-to-stock and make-to-order operations

c. high and low quality levels

d. goods and services

Answer: d

Level: Easy

Page 206

Reference: Learning Objective 2 / Differences Between Services and Good Manufacturing Operations

56. A(n) _____ is a set of methods and technologies used in the production of a good or service.

a. operations process

b. production episode

c. reduction

d. methods plan

Answer: a

Level: Easy

Page 207

Reference: Learning Objective 2 / Operations Processes

57. In a _____ system, the customer is part of the system during service delivery.

a. high-contact

b. low-contact

c. customer

d. quality

Answer: a

Level: Easy

Page 208

Reference: Learning Objective 2 / Operations Processes

58. In a _____ system, the customer does not need to be a part of the system to receive the service.

a. high-contact

b. low-contact

c. conversion

d. quality

Answer: b

Level: Easy

Page 208

Reference: Learning Objective 2 / Operations Processes

59. In _____, products are made according to customer specifications.

a. make-to-stock operations

b. make-to-order operations

c. a low-contact system

d. a value chain

Answer: b

Level: Easy

Page 208

Reference: Learning Objective 2 / Operations Processes

60. The customer must be present in a _____.

a. low-contact system

b. high-contact system

c. service operation

d. any system

Answer: b

Level: Easy

Page 208

Reference: Learning Objective 2 / Operations Processes

61. Operations competence can be built on _____.

a. flexibility

b. low cost

c. quality

d. all of these factors

Answer: d

Level: Easy

Page 211

Reference: Learning Objective 3 / The Many Faces of Production Operations

62. The amount of a product that a company can produce under normal working conditions is its _____.

a. capacity

b. output

c. efficiency

d. burden

Answer: a

Level: Easy

Page 212

Reference: Learning Objective 4 / Capacity Planning

63. In a _____ layout for production, equipment and people are grouped according to function.

a. cellular

b. product

c. process

d. service

Answer: c

Level: Easy

Page 213

Reference: Learning Objective 4 / Layout Planning

64. At XYZ Enterprises, cloth is cut in the front room of the facility. The cut cloth then moves to the sewing department in the back room. What type of layout is utilized?

a. product

b. process

c. hybrid

d. fixed-position

Answer: b

Level: Easy

Page 213

Reference: Learning Objective 4 / Layout Planning

65. Thousands of empty jugs move down a conveyor belt at Colgate-Palmolive before stopping to be filled and moving on to be labeled. What type of layout is utilized?

a. product

b. process

c. hybrid

d. fixed-position

Answer: a

Level: Easy

Page 214

Reference: Learning Objective 4 / Layout Planning

66. _____ refers to how well the product does what it is supposed to do.

a. Consistency

b. Reliability

c. Performance 

d. Quality control

Answer: d

Level: Easy

Page 214

Reference: Learning Objective 4 / Quality Planning

67. _____ refers to the sameness of product quality from unit to unit.

a. Consistency

b. Reliability

c. Performance 

d. Quality control

Answer: a

Level: Easy

Page 214

Reference: Learning Objective 4 / Quality Planning

68. Examining step-by-step procedures to reduce inefficiency involves an approach called _____.

a. operations scheduling

b. reengineering

c. value-added analysis

d. methods improvement

Answer: d

Level: Easy

Page 215

Reference: Learning Objective 4 / Methods Planning

69. The critical path for completing a project reveals _____.

a. intangibility in resulting services

b. standardization among all products produced

c. the most time-consuming path for completion

d. the least expensive path for completion

Answer: c

Level: Easy

Page 217

Reference: Learning Objective 5 / Project Scheduling with PERT

70. A _____ chart is a production schedule specifying the sequence and critical path for performing the steps in a project.

a. lead time

b. Simon

c. PERT

d. Gantt

Answer: c

Level: Easy

Page 217

Reference: Learning Objective 5 / Project Scheduling with PERT

71. Operations control requires production managers to monitor production performance by _____.

a. comparing results with detailed plans and schedules

b. checking on each worker on the production floor

c. observing activities from a platform above the workers

d. constantly talking with employees involved

Answer: a

Level: Easy

Page 219

Reference: Learning Objective 6 / Operations Control

72. _____ stresses the use of standard and uniform components rather than new or different components.

a. Scheduling

b. Customization

c. Standardization

d. Inventory control

Answer: c

Level: Easy

Page 219

Reference: Learning Objective 6 / Materials Management

73. _____ is the acquisition of the raw materials a company needs to produce its products.

a. Development

b. Purchasing

c. Goods control

d. Quality control

Answer: b

Level: Easy

Page 219

Reference: Learning Objective 6 / Materials Management

74. _____ includes the receiving, storing, handling, and counting of all raw materials, partly finished goods, and finished goods.

a. Materials handling

b. Inventory control

c. Quality control

d. None of the above

Answer: b

Level: Easy

Page 219

Reference: Learning Objective 6 / Materials Management

75. _____ systems are designed for smooth production flow that avoid inefficiencies, eliminate unnecessary inventories, and continuously improve production processes.

a. Lean

b. Managed

c. Production

d. Flexible

Answer: a

Level: Easy

Page 219

Reference: Learning Objective 6 / Materials Management

76. _____ has two purposes: storage and distribution of products.

a. Standardization

b. Warehousing

c. Materials management

d. JIT operations

Answer: b

Level: Easy

Page 219

Reference: Learning Objective 6 / Materials Management

77. Which of the following is a major objective of JIT production?

a. reduction of goods in process

b. elimination of disruptions by continuous improvement

c. unnecessary inventory levels

d. all of the above

Answer: d

Level: Easy

Page 220

Reference: Learning Objective 6 / Materials Management

78. _____ focuses on management of the operations process in order to manufacture goods or supply services that meet specific quality standards.

a. Quality control

b. Process control

c. Operations control

d. Inventory control

Answer: a

Level: Easy

Page 220

Reference: Learning Objective 6 / Quality Control

79.  _____ includes all activities involved in getting quality products into the marketplace.

a. Quality control

b. Quality reliability

c. Total quality management

d. Performance quality

Answer: c

Level: Easy

Page 221

Reference: Learning Objective 7 / Managing for Quality

80. The idea that quality belongs to each person who creates it while performing a job is known as _____.

a. quality control

b. quality ownership

c. quality circles

d. total quality management

Answer: b

Level: Easy

Page 221

Reference: Learning Objective 7 / Managing for Quality

81. The process by which a company analyzes a competitor’s product to identify desirable improvements in its own is called _____.

a. competitive product analysis

b. benchmarking

c. performance quality analysis

d. quality reliability analysis

Answer: a

Level: Easy

Page 222

Reference: Learning Objective 7 / Tools for Total Quality Management

82. _____ is the evaluation of all work activities, materials flows, and paperwork to determine the value that they add for customers.

a. Value-added analysis

b. Benchmarking

c. Groupware

d. Quality management

Answer: a

Level: Easy

Page 222

Reference: Learning Objective 7 / Tools for Total Quality Management

83. _____ patterned after the successful Japanese concept of quality circles..

a. Supply chain management is

b. Quality improvement teams are

c. Total quality management is

d. Quality ownership is

Answer: b

Level: Easy

Page 222

Reference: Learning Objective 7 / Tools for Total Quality Management

84. _____ refers to a collaborative group of employees from various work areas who meet regularly to define, analyze, and solve common production problems..

a. Supply chain management 

b. Business process reengineering

c. Total quality management 

d. A quality circle

Answer: d

Level: Easy

Page 222

Reference: Learning Objective 7 / Tools for Total Quality Management

85. _____ focuses on rethinking an organization’s approach to production and quality.

a. Supply chain management

b. Business process reengineering

c. Total quality management

d. Quality ownership

Answer: b

Level: Easy

Page 223

Reference: Learning Objective 7 / Tools for Total Quality Management

86. The _____ is the flow of information, materials, and services from raw-materials suppliers through stages in the operations process until the product reaches the end customer.

a. distribution chain

b. supply chain

c. service channel

d. distribution channel

Answer: b

Level: Easy

Page 224

Reference: Learning Objective 8 / Adding Value Through Supply Chains

87. The supply chain is also referred to as the _____.

a. distribution chain

b. distribution network

c. value chain

d. supply network

Answer: c

Level: Easy

Page 224

Reference: Learning Objective 8 / Adding Value Through Supply Chains

Multiple Choice Questions

Moderate Questions

88. When a company turns out costumes in time for Halloween, it creates _____ utility.

a. ownership

b. time

c. form

d. place

Answer: b

Level: Moderate

Page 205

Reference: Learning Objective 2 / Creating Value Through Operations

Rationale: Time utility is created when products are made available when customers want them.

89. When a company makes products available where they are convenient for consumers, it creates _____ utility.

a. time

b. form 

c. place

d. possession

Answer: c

Level: Moderate

Page 205

Reference: Learning Objective 2 / Creating Value Through Operations

Rationale: Place utility is created when products are placed in areas most convenient for consumers to reach them.

90. Which of the following is NOT one of the kinds of utility goods and services provide to customers?

a. time

b. form 

c. place

d. leisure

Answer: d

Level: Moderate

Page 205

Reference: Learning Objective 2 / Creating Value Through Operations

Rationale: Production adds customer value by providing utility—the ability of a product to satisfy a want or need—in terms of form, time, and place.

91. _____ draw up plans to transform resources into products, and they must bring together basic resources, such as knowledge, physical materials, equipment, and labor.

a. CEOs

b. Operations managers

c. Quality managers

d. Floor foremen

Answer: b

Level: Moderate

Page 205

Reference: Learning Objective 2 / Creating Value Through Operations

Rationale: Operations managers are responsible for ensuring that operations processes create value and provide benefits to customers.

92. Which of the following is considered a resource?

a. Knowledge

b. Raw materials and equipment

c. Human skills

d. All of the above

Answer: d

Level: Moderate

Page 205

Reference: Learning Objective 2 / Creating Value Through Operations

Rationale: Resources include knowledge, physical materials, information, equipment, the customer, and human skills.
93. Whereas goods are produced, services are _____.

a. processed

b. delivered

c. performed

d. implemented

Answer: c

Level: Moderate

Page 206

Reference: Learning Objective 2 / Differences Between Service and Goods Manufacturing Operations

Rationale: Services are performed, which presents many differences between them and manufactured goods.

94. Because services are _____, they cannot be produced ahead of time.

a. transformed

b. low-contact

c. unstorable

d. intangible

Answer: c

Level: Moderate

Page 207

Reference: Learning Objective 2 / Differences Between Service and Goods Manufacturing Operations

Rationale: Services cannot be stored, which means they cannot be shelved for use at a later time.

95. Which of the following statements is NOT true?

a. Both service and manufacturing operations transform raw materials into finished products.

b. Consumers use different measures to judge services and goods because services include intangibles, not just physical objects.

c. A high-contact service system exists when the customer is not part of the system.

d. In service operations, finished products or outputs are people with needs met and possessions serviced.

Answer: c

Level: Moderate

Page 208

Reference: Learning Objective 2 / Operations Processes

Rationale: A high-contact service system exists when the customer is part of the system.
96. Which of the following would be considered a low-contact service?

a. surgery

b. barber shop

c. massage

d. electric company

Answer: d

Level: Moderate

Page 208

Reference: Learning Objective 2 / Operations Processes

Rationale: All of the above, except the electric company, are considered high-contact services in which the consumer must be present during the service transaction.

97. The check-processing operations at your bank would be considered to be a _____ system.

a. high-contact

b. low-contact

c. conversion

d. synthetic

Answer: b

Level: Moderate

Page 208

Reference: Learning Objective 2 / Operations Processes

Rationale: Check-processing operations can be completed without the consumer being present.

98. Which of the following would be considered a high-contact system?

a. gas company

b. electric company

c. lawn care company

d. barber shop

Answer: d

Level: Moderate

Page 208

Reference: Learning Objective 2 / Operations Processes

Rationale: A barber’s services require that the consumer be present during the service transaction.

99. _____ is ensuring that a manufacturing firm’s capacity slightly exceeds the normal demand for its product.

a. Measurement

b. Determination

c. Capacity planning

d. Plant restructure

Answer: c

Level: Moderate

Page 212

Reference: Learning Objective 4 / Capacity Planning

Rationale: Capacity is the amount of a product that a company can produce under normal conditions; a firm’s capacity depends on how many people it employs and the number and size of its facilities.

100. When considering a location for a manufacturing facility, which of the following do managers NOT necessarily have to consider?

a. proximity to raw materials and markets

b. availability of labor

c. energy and transportation costs
d. proximity to customers

Answer: d

Level: Moderate

Page 213

Reference: Learning Objective 4 / Location Planning

Rationale: A number of factors contribute to the ideal location for a manufacturing facility; however, unlike in consumer services, managers do not need to concentrate on being located near customers.
101.  Machine, woodworking, and dry cleaning shops typically use _____ layouts.

a. product

b. process
c. service
d. hybrid
Answer: b

Level: Moderate

Page 213

Reference: Learning Objective 4 / Layout Planning

Rationale: In a process layout, machines and people are grouped by function in the production facility; process layouts allow for greater flexibility and are well suited to make-to-order shops.

102. The spatial arrangement of production activities designed to move resources through a smooth, fixed sequence of steps is _____.

a. product layout

b. location planning
c. forecasting
d. quality planning
Answer: a

Level: Moderate

Page 214

Reference: Learning Objective 4 / Layout Planning

Rationale: A product layout is set up to make one type of product in a fixed sequence and is arranged according to its production requirements.

103. Automobile, food-processing, and television assembly plants use _____ layouts.

a. product

b. process

c. service

d. none of the above

Answer: a

Level: Moderate

Page 214

Reference: Learning Objective 4 / Layout Planning

Rationale: These production processes require a fixed sequence that is arranged according to production requirements.

104. _____ is defined as the combination of “characteristics of a product or service that bear on its ability to satisfy stated or implied needs.”

a. Quality

b. Production
c. Satisfaction
d. Clarification
Answer: a

Level: Moderate

Page 214

Reference: Learning Objective 4 / Quality Planning

Rationale: Such characteristics can include a reasonable price.

105. Performance refers to _____.

a. the principle that quality belongs to each person who creates it while performing a job

b. the consistency of a product’s quality from unit to unit
c. how well the product does what it is supposed to do
d. the process by which a company analyzes a competitor’s products to identify desirable improvement
Answer: c

Level: Moderate

Page 214

Reference: Learning Objective 4 / Quality Planning

Rationale: Planning for quality begins when products are being designed. Early in the process, goals are established for both performance and consistency. 

106. For loyal buyers of Godiva premium chocolates, _____ includes sensory satisfiers such as aroma, flavor, and texture.

a. quality control

b. quality reliability
c. total quality management
d. performance 
Answer: d

Level: Moderate

Page 214

Reference: Learning Objective 4 / Quality Planning

Rationale: Superior performance helps Godiva remain one of the world’s top brands.

107. Consistency is _____.

a. the principle that quality belongs to each person who creates it while performing a job

b. the sameness of a product’s quality form unit to unit

c. the sum of all activities involved in getting high-quality products into the marketplace

d. the process by which a company analyzes a competitor’s products to identify desirable improvements

Answer: b

Level: Moderate

Page 214

Reference: Learning Objective 4 / Quality Planning

Rationale: This consistency is achieved by controlling for consistent raw materials, encouraging conscientious work, and maintaining equipment.

108. Managers can work to reduce waste, inefficiency, and poor performance by examining procedures on a step-by-step basis through _____.

a. advance planning

b. materials management
c. methods improvement
d. quality planning
Answer: c

Level: Moderate

Page 215

Reference: Learning Objective 4 / Methods Planning

Rationale: Methods improvement is the approach in reducing waste and inefficiency by examining procedures on a step-by-step basis.

109. Which of the following is NOT one of the areas of materials management?

a. transportation

b. warehousing
c. purchasing
d. customer service
Answer: d

Level: Moderate

Page 219

Reference: Learning Objective 6 / Materials Management

Rationale: Materials management includes supplier selection, purchasing, transportation, warehousing and inventory control.

110. In a _____ production system, all the needed materials and parts arrive at the precise moment they are required for each production stage.

a. quality control

b. process control

c. just-in-time

d. standardized

Answer: c

Level: Moderate

Page 219

Reference: Learning Objective 6 / Materials Management

Rationale: JIT production brings together all needed materials at the precise moment they are required for each production stage, not before, creating efficient responses to customer orders.

111. JIT production systems reduce to practically nothing the number of _____.

a. workers needed on the line

b. goods in process

c. shifts necessary at the plant

d. separate operations on the assembly line

Answer: b

Level: Moderate

Page 219

Reference: Learning Objective 6 / Materials Management

Rationale: As a result, JIT production minimizes inventory costs and saves money by replacing stop-and-go production with smooth movement.

112. Total quality management is _____.

a. the principle that quality belongs to each person who creates it while performing a job

b. the consistency of a product’s quality from unit to unit
c. the sum of all activities involved in getting high-quality products into the marketplace
d. the process by which a company analyzes a competitor’s products to identify desirable improvements
Answer: c

Level: Moderate

Page 221

Reference: Learning Objective 7 / Managing for Quality

Rationale: TQM begins with leadership and a desire for continuously improving both processes and products; it must consider all aspects of a business, including customers, suppliers, and employees.

113. Which of the following best describes total quality management? 

a. the principle that quality belongs to everyone on the job 

b. the consistency of a product’s quality from unit to unit

c. all activities involved in getting high-quality products into the marketplace

d. the performance features offered by a product

Answer: c

Level: Moderate

Page 221

Reference: Learning Objective 7 / Managing for Quality

Rationale: TQM motivates employees to achieve quality; quality ownership results when a quality focus is fostered by quality leaders within a firm.

114. _____ is starting point for total quality management. 

a. Supply chain management 

b. The desire for continuously improving processes and products 

c. Performance management 

d. Quality ownership

Answer: b

Level: Moderate

Page 221

Reference: Learning Objective 7 / Managing for Quality 

Rationale: TQM must consider all aspect of the business, including suppliers, customers, and employees. 
115. Quality ownership is _____.

a. the principle that quality belongs to each person who creates it while performing a job

b. the consistency of a product’s quality from unit to unit

c. the sum of all activities involved in getting high-quality products into the marketplace

d. the process by which a company analyzes a competitor’s products to identify desirable improvements

Answer: a

Level: Moderate

Page 221

Reference: Learning Objective 7 / Managing for Quality

Rationale: Quality-focused leaders use various methods to foster a quality focus among the workforce; when these efforts succeed, employees will ultimately accept quality ownership.

116. Which of the following best describes competitive product analysis?

a. the principle that quality belongs to each person who creates it while performing a job

b. the consistency of a product’s quality from unit to unit

c. the process by which a company analyzes a competitor’s products to identify desirable improvements

d. the sum of all activities involved in getting a high-quality product into the marketplace.

Answer: c

Level: Moderate

Page 222

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: This analysis helps managers decide which product features are satisfactory, which features should be upgraded, and which operations processes need improvement, for example.

117. When Toshiba takes apart a Xerox copier and tests each component, it is engaging in _____.

a. competitive product analysis

b. benchmarking

c. total quality management

d. quality reliability analysis

Answer: a

Level: Moderate

Page 222

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: Competitive product analysis is the process by which a company analyzes a competitor’s products to identify desirable improvements.

118. Which of the following best describes value-added analysis?

a. a TQM tool in which groups of employees work together to improve quality

b. the process of evaluating all work activities, materials flows, and paperwork to determine the value they add for customers

c. the process by which a company implements the best practices from its own past performance, and those of other companies to improve its own products

d. none of the above

Answer: b

Level: Moderate

Page 222

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: Value-added analysis often reveals wasteful or unnecessary activities that can be eliminated without jeopardizing customer service.

119. Tootsie Roll Industry’s corporate principle, “We run a trim operation and continually strive to eliminate waste, minimize costs, and implement performance improvements,” is an example of _____.

a. value-added analysis

b. benchmarking

c. total quality management

d. competitive product analysis

Answer: a

Level: Moderate

Page 222

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: Tootsie Roll Industry evaluates all work activities, material flows, and paperwork to determine the value that they add for customers.

120. Many _____ teams organize their own work, select leaders, and address problems in the workplace.

a. quality improvement

b. quality assurance

c. quality control

d. TQM

Answer: a

Level: Moderate

Page 222

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: Quality improvement teams are designed after the Japanese concept of quality circles; such groups define, analyze, and solve common production problems, as well as do the above.

121. _____ is a program attesting that a factory, laboratory, or office has met the quality management standards of the International Organization for Standardization.

a. ISO 9000

b. ISO 14000

c. TQM 2001

d. ISO 2004

Answer: a

Level: Moderate

Page 223

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: ISO 9000 originated in Europe to standardize materials received from suppliers in the electronics, chemicals, and aviation industries; today, more than 140 countries have adopted the ISO 9000 principles in order to achieve consistent quality management standards.

122. Which of the following best describes ISO 9000?

a. the concept that all employees are valuable contributors to a firm’s business, and should be entrusted with decisions regarding their work

b. the redesigning of business processes to improve performance, quality, and productivity

c. a program certifying that a factory, laboratory, or office has met the quality management standards of the International Organization for Standardization

d. a certification program attesting to the fact that a factory, laboratory, or office has improved environmental performance

Answer: c

Level: Moderate

Page 223

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: ISO 9000 certifies that a factory, laboratory, or office has met the quality management standards of ISO; these standards are now regarded as a national standard for more than 140 countries.

123. ISO 9000 standards were established by the _____.

a. International Trade Commission

b. European Union

c. International Organization for Standardization

d. International Organization for Simplification

Answer: c

Level: Moderate

Page 223

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: ISO 9000 originated in Europe to standardize materials received from suppliers in the chemicals, aviation, and electronics industries; the rigorous quality management requirements, which are now regarded as national standards in more than 140 countries, were set by the International Organization for Standardization.

124. ISO 9000 originated in _____ to standardize materials received from suppliers in such high-technology industries as electronics, chemicals, and aviation.

a. United States

b. Europe

c. Asia

d. Australia

Answer: b

Level: Moderate

Page 223

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: ISO 9000 originated in Europe and has spread to more than 140 countries as a national quality standard.

125. In ISO 9000:2000, certification firms are required to demonstrate documented procedures for all of the following except _____.

a. selecting vendors

b. testing products

c. training workers

d. fixing product defects

Answer: a

Level: Moderate

Page 223

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: ISO 9000:2000 standards allow firms to show that they follow documented procedures for testing products, training workers, keeping records, and fixing defects.

126. The _____ program certifies improvements in environmental performance.

a. ISO 9000

b. ISO 9000:2000

c. ISO 14000

d. TQM 2001

Answer: c

Level: Moderate

Page 223

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: Extending the ISO approach into the arena of environmental protection and hazardous waste management, ISO 14000 requires a firm to develop an environmental management system.

127. Which of the following best describes ISO 14000?

a. the concept that all employees are valuable contributors to a firm’s business, and should be entrusted with decisions regarding their work

b. a certification program attesting to the fact that a factory, laboratory, or office has improved environmental performance

c. a certification program attesting to the fact that a factory, laboratory, or office has met the quality management standards of the International Organization for Standardization

d. none of the above

Answer: b

Level: Moderate

Page 223

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: ISO 14000 requires a firm to develop an environmental management system, documenting how the company has acted to improve its performance in using resources and in managing pollution.

128. Which of the following is/are components of ISO 14000?

a. development of an environmental management system

b. identification, treatment, and disposal of hazardous waste

c. pollution management

d. all of the above

Answer: d

Level: Moderate

Page 223

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: ISO 14000 requires the development of an environmental management system; ISO 14000 has even extended the ISO approach into the arena of environmental protection and hazardous waste management.

129. ISO 14000 requires that firms develop a(n) _____.

a. internal control system

b. policy toward pollution management 

c. environmental management system

d. B and C

Answer: d

Level: Moderate

Page 223

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: ISO 14000 requires the development of an environmental management system; ISO 14000 has even extended the ISO approach into the arena of environmental protection and hazardous waste management.

130. A _____ is an activity that is performed regularly when conducting business.

a. function

b. technique

c. process

d. request

Answer: c

Level: Moderate

Page 223

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: Every business consists of processes, which are activities that are performed regularly and routinely in conducting business.

131. Receiving and storing materials, billing patients for treatment, and inspecting property for termites are examples of _____.

a. functions

b. techniques

c. processes

d. benchmarks

Answer: c

Level: Moderate

Page 223

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: Every business consists of processes, which are activities that are performed regularly and routinely in conducting business.

132. _____ is the fundamental rethinking and radical redesign of business practice to achieve dramatic improvements in performance.

a. Supply chain management

b. Business process reengineering

c. Total quality management

d. Quality ownership

Answer: b

Level: Moderate

Page 223

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: Rethinking the production steps by starting from scratch has allowed dramatic improvements in cost, quality, service, and speed.

133.  _____ focuses on radical redesign of processes to achieve dramatic improvements as measured by cost, quality, service, and speed.

a. ISO 9000

b. Business process reengineering

c. Total quality management

d. ISO 9000:2000

Answer: b

Level: Moderate

Page 223

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: Business process reengineering focuses on improving a business process—rethinking each of its steps by starting from scratch.

134. _____ is dominated by a desire to make improvements as measured by cost, quality, service, and speed.

a. Total quality management

b. ISO 9000

c. Business process reengineering

d. None of the above

Answer: c

Level: Moderate

Page 223

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: Reengineering is the fundamental rethinking and radical redesign of business processes to achieve dramatic improvements as measured by cost, service, quality, and speed.

135. Which of the following best describes business process reengineering?

a. the redesigning of business processes to improve performance, quality, and productivity 

b. as program certifying that a factory, laboratory, or office has met the quality management standards of the International Organization for Standardization
c. the principle of looking at the supply chain as a whole in order to improve the overall flow through the system
d. a program certifying that a factory, laboratory, or office has developed pollution-control standards
Answer: a

Level: Moderate

Page 223

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: Business process reengineering focuses on improving a business process—rethinking each of its steps from start to finish.

136. Supply chain management is _____.

a. the principle of looking at the supply chain as a whole in order to improve the overall flow through the system

b. a limitation on the number of suppliers allowed to supply a particular company
c. complete movement of raw materials throughout a manufacturing or service facility
d. a cost-reduction program in which wholesalers and retailers are eliminated in an effort to entice consumers to purchase directly from manufacturers
Answer: a

Level: Moderate

Page 225

Reference: Learning Objective 8 / The Supply Chain Strategy

Rationale: In addition, because customers ultimately get better value, supply chain management gains competitive advantage for each supply chain member.

137. Dell Computers uses _____ to improve performance by sharing information.

a. distribution chain management

b. total quality management
c. supply chain management
d. service channel analysis
Answer: c

Level: Moderate

Page 225

Reference: Learning Objective 8 / The Supply Chain Strategy

Rationale: Michael Dell’s vision involves the concept of improving performance by sharing information among supply chain members; long-term production plans and up-to-the-minute sales data are available to suppliers via the Internet.

138. Which of the following best describes supply chain management?

a. the principle of looking at the supply chain as a whole in order to improve the overall flow through the system

b. limiting the number of a company’s suppliers
c. removing wholesalers and retailers from the distribution network in an attempt to gain better customer service
d. none of the above
Answer: a

Level: Moderate

Page 225

Reference: Learning Objective 8 / The Supply Chain Strategy

Rationale: Because customers ultimately get better value, supply chain management gain competitive advantage for each supply chain member.

Multiple Choice Questions

Difficult Questions

139. When Ford assembles parts into a Ford Explorer, it creates _____ utility.

a. time

b. form
c. possession
d. place
Answer: b

Level: Difficult

Page 205

Reference: Learning Objective 2 / Creating Value Through Operations

Rationale: Form utility is created when raw materials are converted into finished products.

140. Which operations competence has Toyota given greatest credit for winning orders in the marketplace?

a. quality

b. low cost
c. flexibility
d. dependability
Answer: a

Level: Difficult

Page 209

Reference: Learning Objective 3 / The Many Faces of Production Operations

Rationale: Toyota has decided that creating reliable cars, an appealing fit-and-finish, and assuring that customer expectations are met or exceeded in building the company’s quality competence.

141. Which operations competence has FedEx given greatest credit for winning orders (business) in the marketplace?

a. quality

b. low cost
c. flexibility
d. dependability
Answer: d

Level: Difficult

Page 209

Reference: Learning Objective 3 / The Many Faces of Production Operations

Rationale: FedEx wants to assure that every delivery is fast and on time, as promised.

142. A make-to-order shop is also called a(n) _____.

a. custom shop

b. job shop
c. incremental shop
d. seam shop
Answer: b

Level: Difficult

Page 213

Reference: Learning Objective 4 / Layout Planning

Rationale: A make-to-order shop, or job shop, specializes in custom work.

143. A _____ identifies the sequence of production activities, movements of materials, and work performed at each stage.

a. methods plan

b. production plan
c. MPS
d. process flowchart
Answer: d

Level: Difficult

Page 215

Reference: Learning Objective 4 / Methods Planning

Rationale: A process flowchart can be analyzed to isolate wasteful activities, sources of delay, and other inefficiencies.

144. The _____ shows what products will be produced, and when, in upcoming time periods.

a. process flowchart

b. detailed schedule
c. master production schedule
d. PERT chart
Answer: c

Level: Difficult

Page 216

Reference: Learning Objective 5 / The Master Production Schedule

Rationale: The master production schedule, or MPS, is the “overall game plan” for upcoming production.

145. What does a PERT chart reveal?

a. the critical path for completing a project

b. the least-expensive path for completing a project
c. the number of workers needed for completing a project
d. the hours required by management to complete a project

Answer: a

Level: Difficult

Page 217

Reference: Learning Objective 5 / Project Scheduling with PERT

Rationale: PERT charts break large project down into steps to be performed in order to reveal the most time consuming set of activities involved in completing each project.

146. Operations control includes _____.

a. materials management

b. comparing production results with detailed plans
c. ensuring that products meet specific standards
d. all of the above
Answer: d

Level: Difficult

Page 219

Reference: Learning Objective 6 / Operations Control

Rationale: Operations control requires managers to monitor performance by comparing results with detailed plans and schedules, as well as materials management and quality control.

147. Which of the following is true regarding quality management?

a. TQM focuses on production to ensure that products are produced according to specifications.

b. In controlling for quality, managers should establish specific standards and measurements.

c. Because it sets the tone for everything that follows, planning for quality is the most important stage in quality management.

d. TQM is sometimes called quality insurance.

Answer: b

Level: Difficult

Page 221

Reference: Learning Objective 7 / Managing for Quality

Rationale: By monitoring products and services, mistakes can be detected and corrections made; managers must first establish specific standards and measurements for comparison.

148. When Hewlett-Packard simplified its contracts and reduced them from 20 pages to as few as 2, it was engaging in _____.

a. value-added analysis

b. benchmarking

c. getting closer to the customer

d. supply chain management

Answer: a

Level: Difficult

Page 222

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: Value-added analysis refers to the evaluation of all work activities, materials flows, and paperwork to determine the value that they add for customers.

149. The driving force behind all business activity is _____.

a. quality

b. methods planning

c. scheduling

d. customers

Answer: d

Level: Difficult

Page 222

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: Struggling companies have often lost sight of customers as the driving force behind all business activity; such companies often overlook what customer want or sometime ignore customer reactions to existing products and services.

150. Which of the following is NOT considered a part of total quality management?

a. Planning for quality

b. Advertising for quality

c. Organizing for quality

d. Directing for quality

Answer: b

Level: Difficult

Page 222

Reference: Learning Objective 7 / Tools for Total Quality Management

Rationale: Advertising for quality is not part of TQM.

Short Answer Questions

151. Define the term production or operations.

Possible Answer: The term operations (or production) refers to all the activities involved in making products—goods and services—for customers.
Level: Easy
Page 204

Reference: Learning Objective 1 / What Does Operations Mean Today?

152. What is an operations capability?

Possible Answer: Operations capability refers to the activity or process that production must do especially well, with high proficiency. Each company’s operations capability matches up with its business strategy so that the firm’s activities—from top to bottom—are focused in a particular direction.

Level: Easy
Page 210

Reference: Learning Objective 3 / The Many Faces of Production Operations

153. Describe a process layout.

Possible Answer: In a process layout, production equipment is physically arranged in the facility according to function; such layouts provide greater flexibility for make-to-order operations. 

Level: Easy
Page 213

Reference: Learning Objective 4 / Layout Planning

154. Describe a product layout.

Possible Answer: A product layout allows for production in a fixed sequence; an assembly line allows for the quick mass production of products in a product layout. 

Level: Easy
Page 214

Reference: Learning Objective 4 / Layout Planning

155. What does the master production schedule show?

Possible Answer: The master production schedule shows which products will be produced and when they will be produced in given periods. 

Level: Easy
Page 216

Reference: Learning Objective 5 / The Master Production Schedule

156. What is meant by the critical path as revealed in a PERT chart?

Possible Answer: PERT charts break down large projects into steps and specify the time required to perform each one. The layout of the chart uses arrows to show the necessary sequence among activities, from start to finish, for completing the project. It also identifies the critical path—the most time-consuming set of activities—for completing the project.

Level: Easy
Page 217

Reference: Learning Objective 5 / Project Scheduling with PERT

157. Define TQM.

Possible Answer: TQM stands for total quality management: all of the activities necessary for getting quality goods and services into the marketplace.

Level: Easy
Page 221

Reference: Learning Objective 7 / Managing for Quality

158. Explain competitive product analysis.

Possible Answer: Competitive product analysis is a process by which a company analyzes a competitor’s products to identify desirable improvements in its own products. 

Level: Easy
Page 222

Reference: Learning Objective 7 / Tools for Total Quality Management

159. What is a quality improvement team?

Possible Answer: A quality improvement team, modeled on Japanese quality circles, is a TQM tool in which groups of employees from various areas work together to improve quality by solving common production problems. 

Level: Easy
Page 222

Reference: Learning Objective 7 / Tools for Total Quality Management

160. Differentiate between goods production and service operations.

Possible Answer: Goods production involves tangible products, such as radios, newspapers, buses, and textbooks. Through service operations, firms produce tangible and intangible service products such as entertainment, transportation, and education. 

Level: Moderate
Page 204

Reference: Learning Objective 1 / What Does Operations Mean Today?

161. Differentiate between high- and low-contact processes. Give an example of each.

Possible Answer: Processes may be classified according to the extent of customer contact as either high- or low-contact processes. In a high-contact process, the customer must be a part of the system. Examples of high-contact processes include public transportation, medical services, and most legal services. With a low-contact process, customers need not be a part of the system to receive the service. Examples include check-processing operations at the bank, and lawn-care services. 

Level: Moderate
Page 208

Reference: Learning Objective 2 / Operations Processes

162. What characteristics distinguish services from goods?

Possible Answer: Service transactions reflect the fact that service products are characterized by two qualities: intangibility and unstorability. Services are intangible—they cannot be touched, tasted, smelled, or seen. Services are unstorable—they can’t be produced ahead of time and stored. Goods are produced whereas services are performed. 

Level: Moderate
Page 206

Reference: Learning Objective 2 / Differences Between Service and Goods Manufacturing Operations

163. What factors influence location decisions for goods-producing operations?

Possible Answer: Managers in goods-producing operations must consider many factors in location planning. Location decisions are influenced by proximity to raw materials and markets, availability of labor, energy, and transportation costs. 

Level: Moderate
Page 213

Reference: Learning Objective 4 / Location Planning

164. What factors influence location decisions for service operations?

Possible Answer: Companies can locate near resource supplies, labor, or transportation outlets for greater efficiency; service providers generally locate near the customers who are a part of the system. 

Level: Moderate
Page 213

Reference: Learning Objective 4 / Location Planning

165. What are the five major areas of materials management?

Possible Answer: The five areas of materials management are transportation, warehousing, purchasing, supplier selection, and inventory control. 

Level: Moderate
Page 219

Reference: Learning Objective 6 / Materials Management

166. What is quality ownership?

Possible Answer: Quality ownership is the principle of total quality management that holds that quality belongs to each person who creates it while performing a job.

Level: Moderate
Page 221

Reference: Learning Objective 7 / Managing for Quality

167. What is ISO 14000?

Possible Answer: ISO 14000 is a certification program attesting to the fact that a factory, laboratory, or office has improved environmental performance. 

Level: Moderate
Page 223

Reference: Learning Objective 7 / Tools for Total Quality Management

168. What is business process reengineering?

Possible Answer: Business process reengineering is the fundamental rethinking and radical redesign of business processes to achieve dramatic improvements in measures of performance such as cost, quality, service, and speed. 

Level: Moderate
Page 223

Reference: Learning Objective 7 / Tools for Total Quality Management

169. Explain what is meant by the term utility. What are the three basic kinds of production-based utility?

Possible Answer: Utility is a product’s ability to satisfy a human want. The three basic kinds of production-based utility are time utility, place utility, and form utility. 

Level: Difficult
Page 205

Reference: Learning Objective 2 / Creating Value Through Operations

170. How does capacity planning differ between goods and service operations?

Possible Answer: The amount of product that a company can produce under normal conditions is its capacity. When producing goods, organizations seek to ensure that their capacity slightly exceeds normal demand. When planning for services, capacity planning will depend on the nature of the service. In low-contact processes, maintaining inventory lets managers set capacity at the level of average demand. In high-contact processes, managers must plan capacity to meet peak demand. 

Level: Difficult
Page 212

Reference: Learning Objective 4 / Capacity Planning

171. Describe two alternatives for production facility layouts.

Possible Answer: In a process layout, equipment and people are grouped according to function; in a product layout, equipment and people are set up to produce one type of product in a fixed sequence of steps and are arranged according to production requirements. 

Level: Difficult
Page 213

Reference: Learning Objective 4 / Layout Planning

172. Explain how JIT production and lean manufacturing are related.

Possible Answer: JIT, or just-in-time, production aims to reduce inventory levels throughout the production process. Manufacturers strive to produce only those components and parts exactly when they are needed. Lean manufacturing refers to the “lean” inventory levels that result from total quality management. 

Level: Difficult
Page 219

Reference: Learning Objective 7 / Managing for Quality 

173. In a TQM environment, how do companies organize for quality?

Possible Answer: In TQM, top management influences all persons in the firm to think of how they can raise the quality of their job performance to the highest possible level. A TQM focus emphasizes continuous improvements in all operations, from design to delivery. Having a separate quality control department is no longer enough. 

Level: Difficult
Page 221

Reference: Learning Objective 7 / Managing for Quality

174. What is a supply chain? How can supply chain management create competitive advantage?

Possible Answer: A supply chain is the flow of information, materials, and services that starts with raw materials suppliers and continues through other states in the operations process until the product reaches the end consumer. Supply chain management focuses on looking at the supply chain as a whole to create competitive advantage. 

Level: Difficult
Page 224

Reference: Learning Objective 8 / Adding Value Through Supply Chains

175. How does outsourcing affect global supply chain management?

Possible Answer: Outsourcing is the strategy of paying suppliers and distributors to perform certain business processes or to provide needed materials or services. Arrangements for cross-border materials flows require compliance with each country’s commerce regulations. Production and global transportation scheduling are coordinated with U.S. market demand so that outsourced products arrive in the correct amount and on time without harming the manufacturer’s image. 
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Page 225

Reference: Learning Objective 8 / Outsourcing and Global Supply Chains

Essay Questions

176. Explain time, place, and form utility. 

Possible Answer: Time utility is created when a company makes products available when consumers want them. Examples may include seasonal items such as Christmas ornaments, bathing suits, and mosquito repellant. Place utility is created when a company makes product availability convenient for consumers. An example is the placement of routinely purchased items in convenience stores or conveniently located discount stores. Form utility is created when a company combines materials to create products.
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Reference: Learning Objective 2 / Creating Value Through Operations

177. Explain the PERT chart.

Possible Answer: PERT charts break down large projects into steps to be performed and specify the time required to perform each one. The layout of the chart uses arrows to show the necessary sequence among activities, from start to finish, for completing the project. It also identifies the critical path—the most time-consuming set of activities—for completing the project. This critical path can even be thought of as a “worst-case scenario” in a production process, for example. The critical path is informative because it reveals the most time-consuming path for project completion, and for most projects speed of completion is vital. 
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Reference: Learning Objective 5 / Project Scheduling with PERT

178. What is JIT production?

Possible Answer: Just-in-time (JIT) production, a type of lean production, brings together all needed materials at the precise moment they are required for each production stage, not before, thus creating fast and efficient responses to customer orders. All resources flow continuously—from arrival as raw materials to final assembly and shipment of finished products. JIT reduces to practically nothing the number of goods in process. It thus minimizes inventory costs and saves money by replacing stop-and-go production with smooth movement. Once smooth flow is the norm, disruptions are more visible and thus get resolved more quickly. Finding and eliminating disruptions by the continuous improvement of production is a major objective of JIT. 
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Reference: Learning Objective 6 / Materials Management

179. Describe the five elements of operations planning.

Possible Answer: The five categories of operations planning include: capacity, location, layout, quality and methods planning. Capacity planning depends on how many people are employed and the number and size of the facilities and considers both current and future capacity requirements. If capacity is too small for demand, the company must turn customers away; if capacity greatly exceeds demand, the firm is wasting money by maintaining facilities that are too large. Location planning is crucial because location affects production costs and flexibility. Location often depends on the types of goods and services being produced, proximity to raw materials and supplies, and proximity to a skilled workforce. Layout considers the placement of machinery, equipment, and supplies within the facility. Quality planning involves all operations to ensure that products and services meet the firm’s quality standards; quality planning prepares employees for continuously improving the firm’s products and production processes. Finally, methods planning allows managers to identify each production step and the specific methods for performing it; waste and inefficiency can be reduced by managers examining production procedures on a step-by-step basis. 
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Reference: Learning Objective 4 / Operations Planning

180. Describe the five most commonly used tools for TQM.

Possible Answer: The most commonly used tools for TQM are valued-added analysis, quality improvement teams, getting closer to the customer, the ISO series, and business process reengineering. Value-added analysis refers to the evaluation of all work activities, material flows, and paperwork to determine the value that they add for customers. Quality improvement teams are groups of employees from various work areas who meet regularly to define, analyze, and solve common production problems. Getting closer to the customer involves taking steps to know what customers want in the products they consume. The ISO series pertains to a series of certifications attesting that a factory, laboratory, or office adheres to rigorous quality management requirements set by the International Organization for Standardization. Business process reengineering focuses on improving a business process—rethinking each of the process’s steps by starting from scratch; the process yields improvements as measured by cost, quality, speed, and service. 
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Reference: Learning Objective 7 / Tools for Total Quality Management)

Boxed Feature Questions
Entrepreneurship and New Ventures: Can Table Scraps Become Fine Wine?

181. What types of utility are provided through Norcal’s production process?

Possible Answer: In particular, time utility is provided by Norcal when finished compost is delivered to the grape vineyards; form utility is provided when Norcal converts the food waste to valuable compost. 
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Reference: Learning Objective 2 / Entrepreneurship and New Ventures: Can Table Scraps Become Fine Wine?

182. On what type of operations process does Norcal rely?

Possible Answer: Norcal uses a make-to-stock, standardized product that is used for the same purpose throughout the Sonoma-Napa Valley area. 
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Reference: Learning Objective 2 / Entrepreneurship and New Ventures: Can Table Scraps Become Fine Wine?

183. What factors might be considered in Norcal’s location planning?

Possible Answer: The volume of Norcal’s finished product is likely huge and bulky; close proximity to end-users is essential for quicker and easier transportation. In addition, proximity to a large number of waste providers allows Norcal to be supplied with much-needed food waste. 
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Reference: Learning Objective 4 / Entrepreneurship and New Ventures: Can Table Scraps Become Fine Wine?

184. How has Norcal helped the vineyards improve process flows?

Possible Answer: The vineyards have learned to grow stronger grapevines through the use of Norcal’s compost; nitrogen is returned to the soil and the soil is better aerated and water retentive. 
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Reference: Learning Objective 4 / Entrepreneurship and New Ventures: Can Table Scraps Become Fine Wine?

Boxed Feature Questions

Say What You Mean: Do You Really Have to Be on Time for that Meeting in Cairo?

185. Is being timely more important in a high-contact system than in a low-contact system?

Possible Answer: Being timely is important in both systems. Just because a service buyer is not always present during a low-contact transaction does not mean that the buyer does not want the service performed at a particular time. 
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Reference: Learning Objective 2 / Say What You Mean: Do You Really Have to Be on Time for that Meeting in Cairo?

186. Give an example of a low-contact service transaction in which timeliness is extremely important.

Possible Answer: A wedding cake is expected to arrive at the reception before the bride and groom arrive. Further, no one wants the tree-trimming service provider to show up during a backyard picnic on Father’s Day. 

Level: Easy
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Reference: Learning Objective 2 / Say What You Mean: Do You Really Have to Be on Time for that Meeting in Cairo?

187. How can timeliness affect a business’s strategy?

Possible Answer: Many businesses rely on dependability and timeliness in deliveries from suppliers and pick-ups from transportation companies; a weakness with one member in the supply chain harms the efficiency of the entire chain. 
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Reference: Learning Objective 3 / Say What You Mean: Do You Really Have to Be on Time for that Meeting in Cairo?

188. How does timeliness affect process improvements and reengineering?

Possible Answer: Both are often applied in supply chains to lower costs, speed up service, and coordinate flows of information and material. Unwanted inventories are reduced, delays are avoided, and supply times are cut. 
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Reference: Learning Objective 8 / Say What You Mean: Do You Really Have to Be on Time for that Meeting in Cairo?

Short Case Scenario
Alan Jackson is the founder and owner of Sky Scooters, a small manufacturing company located in San Jose, California. For years, Alan toyed with ideas for a motorized scooter. Seeing the success of the Segway scooter, Alan decided to act. Although his design, the Sky Cruiser, is not as well known as the Segway, it incorporates many of the same benefits. Adding to its appeal, the Sky Cruiser sells for almost $1,000 less than the Segway. Virtually all Sky Cruisers are sold through direct appeals on the QVC shopping network. Overwhelmed by recent demand, Alan has hired his sister, Colette. Colette, a recent business school graduate, has suggested that Alan consider a just-in-time production system. Alan wonders if this would be in his best interest.

189. In what way(s), if any, will Alan Jackson need to also focus on service operations?

Possible Answer: Sky Scooters, when making an impact in the marketplace, will need to be prepared to provide a high level of customer service that will allow the firm to react to customer needs. In addition, there will likely be an after-market for parts; a service operation providing for the distribution and application of those parts will be necessary. 
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Reference: Learning Objective 1 / What Does “Operations” Mean Today?

190. What type of operations process would be most efficient for the production of Sky Scooters?

Possible Answer: A make-to-stock operation would allow Sky Scooters to enjoy items in stock made available for immediate shipment. 
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Reference: Learning Objective 2 / Operations Processes

191. What type of layout may work better in the production of these scooters?

Possible Answer: A product layout would utilize an assembly line, allowing Sky Scooters to produce in large volume. If the Jacksons decide to build the scooters according to specific customer designs, however, a process layout would allow for greater production flexibility. 
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Reference: Learning Objective 4 / Layout Planning

192. How might a process flow chart benefit the production process at Sky Scooters?

Possible Answer: A process flow chart identifies the sequence of production activities, movements of materials, and work performed at each stage. 
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Reference: Learning Objective 4 / Methods Planning

193. How might Sky Scooters benefit from utilizing a PERT chart?

Possible Answer: A PERT chart would identify the critical path in production. Better delivery schedules can be prepared once this is identified. 
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Reference: Learning Objective 5 / Project Scheduling with PERT

194. Explain just-in-time production.

Possible Answer: In just-in-time production, all the needed materials and parts are brought together at the precise moment they are required. All resources are continuously flowing, from their arrival as raw materials to subassembly, final completion, and shipment as finished products. 
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Reference: Learning Objective 6 / Materials Management

195. What advantages could Sky Scooters expect from switching to a just-in-time system?

Possible Answer: Just-in-time systems save money by replacing stop-and-go production with smooth movement, making disruptions become more visible. Finding and eliminating disruptions by continuous improvement of production is a major objective of JIT. 
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Reference: Learning Objective 6 / Materials Management

196. Describe the importance of quality control at Sky Scooters.

Possible Answer: The Sky Cruiser is priced $1,000 less than its competitor, Segway; maintaining quality will be essential for Sky Scooter’s image in the market. In particular, customer satisfaction will depend on employees who provide service; standards will have to be set and followed closely. 
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Reference: Learning Objective 6 / Quality Control

197. What features of the Sky Cruiser will likely comprise performance quality?

Possible Answer: Comfort and ease of operation, namely the simplicity in controlling the scooter, will be primary features. Product design, color, availability and smoothness of the ride will also be in demand. 
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Reference: Learning Objective 7 / Managing for Quality

198. Are there any potential negative consequences of switching to a just-in-time system?

Possible Answer: JIT production could have negative consequences if not well planned. Since the required materials arrive just as they are needed, poor planning could shut down the whole production line. Similarly, failure by any of the members of the supply chain could erase the benefit of the JIT strategy. Alan should carefully plan the implementation of a JIT production system. 

Level: Difficult
Page: 219

Reference: Learning Objective 6 / Materials Management

199. On what should Alan Jackson’s focus be in order to achieve quality reliability?

Possible Answer: This consistency from one unit to the next can best be achieved by controlling for consistent raw materials, encouraging conscientious work, and maintaining equipment. 
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Reference: Learning Objective 7 / Managing for Quality

200. If a JIT production system is implemented at Sky Scooters, how might the firm’s supply chain strategy be affected?

Possible Answer: Alan and Colette must not lose focus that there is a network of firms with which Sky Scooters’ activities must be coordinated. A JIT production system will make this especially challenging since timing will be the main ingredient that will allow JIT to work. 
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Reference: Learning Objective 8 / Adding Value Through Supply Chains
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