Lesson 1

Three Primary functions that exist in most business organizations are…?
	Correct answer: operations, marketing finance

Which of the following is not a type of service operation?
	Correct answer: Fabrication of metals

Value added refers to..?
Correct answer: the difference between the cost of inputs and the value or price of outputs.

Planning decisions are usually….
Correct answer: tactical and medium term

The marketing function’s main corn is with:
	 Correct answer: Assessing customer wants and needs

Which is not a significant difference between manufacturing and service operations?
	Correct answer: cost per unit

Operating at minimum cost and time referred to as:
	Correct answer: Efficiency

Which of the following functions is mostly service based, as identified in the “goods- service” continuum?
	Correct answer: teaching

A balance achieved between two incompatible features is referred to as 
	Correct answer: A trade off

Operations managers are responsible for managing activities and resources that produce goods and/or services.
	Correct answer: true

Effectiveness refers to achieving goals whereas efficiency refers to minimizing cost and time.
	Correct answer: True

The operations function exists only in firms that are goods oriented:
	Correct answer: false

Value-added refers to the cost of the inputs required to produce goods and services.
	Correct answer: false

Operations management involves both system design and planning/control decisions.
	Correct answer: true

Design decisions are usually strategic and long term, while planning decisions are tactical and medium term.
	Correct answer: true

A basic difference between manufacturing and service organizations is that services are action-oriented and manufacturing is goods-oriented
	Correct answer: true

Managing inventory levels is considered a planning/control operations decision area.
	Correct answer: true

Service often requires a higher labour content, whereas the production of goods is more capital intensive.
	Correct answer: true

Many operations management decisions can be described as trade offs.
	Correct answer: true

A characteristic that was once an order winner may become an order qualifier, and vice versa.
	Correct answer: true

Order qualifiers are those characteristics of an organization’s goods or services that cause them to be perceived as better than the competition.
	Correct answer: false

It is important that an organization has a clear and simple mission/vision/value statement.
	Correct answer: true

The purchasing criteria of quality and timeliness of delivery are order winners for all companies.
	Correct answer: false

A mission statement should provide a guide for the formulation of strategies for the organization.
	Correct answer: true

Strategic planning includes both determining long-term plans and implementing them through allocation of resources and action plans.
	Correct answer: true


Organizational strategy must be determined without considering the realities of the functional area strengths and weaknesses.
	Correct answer: false

Formulating an operations strategy requires focusing solely on the operations function, leaving concerns of other functions and the status of external markets to broader organizational strategic planning.
	Correct answer: false

Productivity is defined as a ratio of output to input.
	Correct answer: true

Time based strategies focus on reducing the time required to accomplish certain activities, such as new product development or delivery to the customer.
	Correct answer: true

Productivity is directly related to competitiveness.
	Correct answer: true

Even though labour cost as a proportion of total cost has been decreasing in manufacturing companies labour productivity is still the main measure being used to gauge the performance of individuals and plants.
	Correct answer: true

Variability of the output of services makes it more difficult to measure service productivity.
	Correct answer: true

Characteristics that a customer perceives as minimum standards of acceptability are called;
	Correct answer: order qualifiers

Product variety is an example of:
	Correct answer: a key purchasing criteria.

Which of the following is not a key purchasing criteria?
	Correct answer: vendor relations

Which of the following is not a step for formulating an operations strategy?
	Correct answer: Define mission and values of the organization.

Productivity is expressed as:
	Correct answer: output divided by input.

Which of the following is a set of well-coordinated policies, objectives, and action plans, directly affecting the operations function, which is aimed at securing a long-term sustainable advantage over the competition?
	Correct answer: operations strategy

Which of the following is not a factor that affects productivity?
Correct answer: analysis of competitors.

Which of the following determines where the organization desires to be in the future?
	Correct answer: vision statement

The fact that improvements in a few key areas of operations will have more impact than many improvements in less significant areas is referred to as the ___________.
	Correct answer: pareto phenomenon

Of the following, which aspect of the evolution of operations management is affiliated with Japanese manufacturing companies?
	Correct answer: total quality management

Which of the following developments related to the historical evolution of operations management is the oldest?
	Correct answer: the principle division of labour documented in adam smith’s book the wealth of nations.

Tactical operational activities involve making decisions about all of the following EXCEPT:
	Correct answer: location of facilities

Among Ford's many contributions was the introduction of mass production, using the concept of interchangeable parts and division of labour.
	Correct answer: true

The practice of buying a part of a good/service or a segment of production/service processes from another company is a tactic associated with what generic operations strategy?
	Correct answer: outsourcing
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Which of the following are not true of productivity measures?
	Correct answer: labour productivity is mainly used for manufacturing and not used for services

In large manufacturing organizations, the operations function tends to adopt a passive role in strategic planning, relying on the functional areas of marketing and finance to establish the strategic direction of the organization.
	Correct answer: false

Which of the following is not a key purchasing criterion?
 	Correct answer: vendor relations

The hierarchy of planning and decision-making is: mission/vision, goals, strategies, tactics, and action plans.
	Correct answer: true

Which of the following are major decision-making categories for operations policies and action plans?
	Correct answer: facility, capacity, process types and human resources.

Projects involve routine operations that are performed repeatedly
	Correct answer: false

The life cycle of a project includes which of the following phases:
	Correct answer: initiation, closeout, planning and scheduling

The life cycle of a project does not include which of the following phases?
	Correct answer: Growth and maturity

The probability that the project will go beyond the desired time is equal to one minus the joint probability that all paths will be completed within the desired time.
	Correct answer: true

Deterministic networks use three duration estimates for each activity in order to best determine the activity's estimated duration.
	Correct answer: false

The precedence network for a project depicts sequential relationships among activities in a project.
	Correct answer: True

One way that project management differs from management of more traditional operations is the limited time frame of projects.
	Correct answer: true

A relatively simple tool for planning and scheduling simple projects is
	Correct answer: A Gantt chart

The project management technique that is repeated until activities are decomposed into work packages that can be performed by a designated worker, team, or subcontract is called:
	Correct answer: Work breakdown structure

Following project initiation, planning and scheduling, project execution is the last phase of a projects life cycle.
	Correct answer: false
An advantage of Gantt charts in project management is that they reveal which activities can be delayed without delaying the overall project.
	Correct answer: false

A Gantt chart provides a visual representation of the sequence of activities in a project
	Correct Answer: true

Besides project activities, the primary information that all Gantt charts illustrate is:
	Correct answer: Planned duration of activities and when they occur in the schedule

Consecutive activities on the same path have shared slack, which mean if activities are delayed, the amount of slack remaining is reduced for all these activities without delaying the project.
	Correct Answer: True
If two consecutive activities on the same path each have two days of activity slack, this means that each of them can be delayed by two days without delaying the overall project.
	Correct Answer: False

The critical path has zero path slack time
	Correct Answer: true

Activity slack is the difference between the latest finish and earliest finish times.
	Correct answer: true

The path in a PERT/CPM precedence network with the fewest activities and the shortest duration is referred to as the critical path
	Correct Answer: false

The path in a precedence network with the longest duration is the critical path
	Correct Answer: true

The sum of activity durations of the longest path in a network indicates expected project completion time, and the activities on it called the critical activities.
	Correct answer: true

The latest starting time for an activity is equal to the latest finish time minus the activity time.
	Correct answer: true

The main determinant of the way PERT/CPM networks are used is whether activity/work package durations are:
	Correct answer: probabilistic or deterministic

Although PERT and CPM were originally developed for somewhat different types of projects, they are now nearly identical in terms of analysis and procedures.
	Correct answer: true

When developing probabilistic estimates of the project duration, it is necessary to know which of the following?
	Correct answer: the mean and variance for every activity

A normal distribution is usually used to describe probabilistic duration estimates for activities in a project.
	Correct answer: false

The standard deviation of the duration of the critical path is equal to the square root of the sum of the variances of all of the activities on the critical path.
	Correct answer: true

Simulation can be used for cases in which network activity durations are dependent.
	Correct answer: true

In the probabilistic approach to precedence network analysis, the duration estimate that is given the highest weighting in calculating the expected duration for an activity is:
	Correct answer: most likely duration

Concerning PERT and CPM, which of the following statements is correct?
	Correct answer: These are two different names for what is essentially the same technique.

Once a project is underway, project managers are only responsible for managing the project schedule (time) and budget (costs).
	Correct answer: false


Project managers are sometimes able to reduce indirect project costs by increasing direct costs
	Correct answer: true

Only activities on the critical path are initial candidates for crashing
	Correct answer: true

The optimum project length in crashing occurs when the cumulative cost of crashing equals savings in indirect cost.
	Correct answer: true

In “crashing”, a project manager will generally focus on activities which:
	Correct answer: are on the critical path and are least costly to crash

At which point does crashing of a project cease?
	Correct answer: When the cost of the crash exceed the benefits of the crash

In precedence network analysis, knowing the slack time allows managers to:
	Correct answer: pay attention to activities that could delay the project.

In a precedence network the critical path is the sequence of activities which has:
	Correct answer: the longest duration

The project management strategy of injecting additional resources in order to reduce the length of the project is called 
	Correct answer: crashing
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Forecasting techniques generally assume that the same causal systems that existed in the past will continue to exist in the future.
	Correct answer: true

Forecasts are rarely perfect.
	Correct answer: true

Generally, the responsibility for preparing demand forecasts for finished goods or services lies with operations rather than marketing or sales departments.
	Correct answer: false

Forecasts for groups of items tend to be less accurate than forecasts for individual items because forecasts for individual items are not subject to as many influencing factors.
	Correct answer false

Organizations that are capable of responding quickly to changing requirements can use a shorter forecast horizon and therefore benefit from more accurate forecasts
	Correct answer: true

Forecast accuracy tends to increase as the time horizon increases.
	Correct answer: false

The purpose of the forecast should be established first so that the level of detail, amount of resources, and accuracy level can be indicated.
	Correct accuracy: true

All of the following are true about forecasts, except:
Correct answer: They are always perfect

A company is conducting long-term planning of which types of services they should offer. Which of the following forecasting techniques are they most likely to use?
	Correct answer: executive opinions


A managerial approach toward forecasting which seeks to actively influence demand is 
	Correct answer: proactive

Which of the following techniques are most likely to be used for forecasting demand for new products and services.
	Correct answer: judgmental methods.

The two most important factors in choosing a forecasting technique are:
	Correct answer: cost and accuracy

Forecasts based on time series (historical) data are referred to as associative forecast.
	Correct answer: false
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Forecasting techniques that are based on time series data assume that future values of the series will duplicate past values.
	Correct answer: false

Increasing the number of data points included in a moving average will result in a forecast that is smoother but less responsive to change.
	Correct answer: true

The naïve forecast is limited in its application to series that reflect no trend or seasonality,
	Correct answer: false

A moving average forecast trends to be more responsive to changes in the data series when more data points are included in the average.
	Correct answer: false

A simple moving average assigns equal weight to each data point that is represented by the average.
	Correct answer: true

An advantage of a weighted moving average is that more recent experience is given more weight than less recent experience.
	Correct answer: true

Exponential smoothing is a form of weighted averaging
	Correct answer: true

Smoothing constant of .01 will cause an exponential smoothing forecast to react more quickly to a sudden change than a value of 0.3 will.
	Correct answer: false

In exponential smoothing, an alpha of 0.3 will cause forecast to react more quickly to a large error than an alpha of 0.2
	Correct answer: true

The forecast error is the difference between the actual value and the forecast value for a given period.
	Correct answer: true

MAD = square root of MSE.
	Correct answer: false

The MSE is the best measure to use in a control chart to monitor if forecast error is randomly distributed around mean value of 0.
	Correct answer: false

Which of the following is not an accurate statement concerning bias in forecasts?
	Correct answer: bias is calculated based on the mean absolute percentage error (MAPE).

Positive forecast errors mean that the forecast:
	Correct answer: was too low

MSE weighs errors according to ________ and MAPE weighs according to_____
	Correct answer: squared values and absolute percentage error

Which is not a characteristic of exponential smoothing.
	Correct answer: weighs each historical forecast equally

Which of the following smoothing constants would be equivalent to a naïve forecast:
	Correct answer: 1.0

As compared to a simple moving average, the weighted moving average is;
	Correct answer: more reflective of the most recent periods

In order to increase the responsiveness of a forecast made using the moving average technique, the number of data points in the average should be:
	Correct answer: decreased

Which of the following possible values of alpha would cause exponential smoothing to respond the most quickly to forecast errors.
	Correct answer: ** the highest value**

Naïve approach to forecasting requires a linear trend line.
	Correct answer: false

Time series techniques involve identification of explanatory variable that can be used to predict future demand.
Correct answer: false

A seasonal relative (seasonal indexed) is expressed as a percentage of the average or trend in a time series.
	Correct answer: true

In order to compute seasonal relatives, the trend of past data must be computed or known.
	Correct answer: true

Removing the seasonal component from a data series (deseasonalizing) can be accomplished by dividing each data point by its appropriate seasonal relative.
	Correct answer: true

Persistent upward or downward movement in a time series data is called:
	Correct answer: a trend

The primary difference between seasonality and cycles is:
	Correct answer: the duration of the repeating cycles.

Which of the following are most likely to be used for forecasting demand for the longer term?
	Correct answer: regression trend models

Forecasts based on time series (historical) data are referred to as associative forecasts.
	Correct answer: false

Multiple regression procedures permit us to extend associative models to relationships that involve more than one predictor.
	Correct answer: true

The primary method for associative forecasting is:
	Correct answer: regression analysis

Which term most closely describes what associative forecasting techniques are based on:
	Correct answer: predictor variables
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An important function of inventories in manufacturing is to decouple operations;
	Correct answer: true

Two main concerns of inventory management relate to the costs of ordering and holding inventories and the level of customer service (item availability)
	Correct answer: true

A lower inventory turnover ratio indicates more efficient use of inventory
	Correct answer: false

The principal objective of inventory management is to maximize customer service levels by ensuring items are available at all time.
	Correct answer: false

The overall objective of inventory management is to achieve satisfactory levels of customer service by having sufficient quantities while keeping inventory costs reasonable.
	Correct answer: true

Two fundamental decisions that buyers or inventory analysts must make about each item held in inventory are the timing and size of orders.
	Correct answer: true

In A-B-C classification of inventory items classified under “A” category typically have high unit costs but low levels of annual dollar value (ADV).
	Correct answer: false

The A-B-C approach involves classifying inventory items based on their unit cost.
	Correct answer: false

Which of the following would not generally be considered as one of the functions for holding inventories?
	Correct answer: minimizing holding costs
Which of the following is not a function of inventory?
	Correct answer: preventing decoupling operations

Effective use of inventories would be implied from which of the following?
	Correct answer: The right goods in sufficient quantities.

In A-B-C inventory systems the typical percentage of the number of types of items in inventory that represent the A classification items is about:
	Correct answer: 15-20 %

With an A-B-C system, an item that had a high demand quantity but a low annual dollar volume would probably be classified as: 
	Correct answer: C , least important

Ordering costs are usually expressed as a variable cost equal to a percentage of the total purchase cost of an order.
	Correct answer: false

Inspection of goods for the quality and quantity upon arrival is part of ordering costs.
	Correct answer: true

The EOQ approach minimizes the annual ordering cost of inventory.
	Correct answer: false

Warehouse costs, insurance costs, and spoilage costs are all associated with holding costs.
	Correct answer: true

The basic EOQ model assumes that the demand varies widely throughout the year.
	Correct answer: false

Holding or carrying cost is directly proportional to order size, as order size increases, so does the holding cost.
	Correct answer: true

Using the EOQ model the higher an item’s holding costs, the more frequently it will be ordered.
	Correct answer: true

In a basic EOQ model, at the optimal order quantity annual holding cost is equal to annual ordering cost.
	Correct answer: true

Annual ordering cost is a function of the order size.
	Correct answer: true

In the model, if usage and production/delivery rates are equal, there will be no inventory build-up and thus the order quantity for batches or lots cannot be calculated.
	Correct answer: true

Which is not considered a holding cost?
	Correct answer: preparing POs

Which of the following is not included in ordering cost?
	Correct answer: Cost of the items purchased

The basic EOQ model is most relevant for which of the following?
	Correct answer; determining fixed order quantities.

In basic EOQ model, if annual demand doubles, the effect of the EOQ is that
	Correct answer: it increases by about 40%

In the basic EOQ model, lead time increases from five to 10 days, the EOQ will:
	Correct answer: remain the same

Relative to the basic EOQ model, the introduction of quantity discounts will cause the optimum order quantity to be:
	Correct answer: unchanged or greater

In the quantity discount model, in order for the EOQ of the lowest curve to be optimum, it must:
	Correct answer: be in a feasible range

The time interval between ordering and receiving an order is called:
	Correct answer: Purchase lead time

Given the same demand, setup/ordering cost, and holding costs, the EPQ will be _______ the EOQ.
Correct answer: greater than

Total cost in the EOQ with quantity discount model is calculated in the same way as it is the basic EOQ model.
	Correct answer: false

In the EOQ with quantity discounts model, a graph of the total cost curves will have the same EOQ for each curve.
	Correct answer: false


In the EOQ with quantity discount model, the optimum quantity will always be found on the lowest total cost curve.
	Correct answer: false

The reorder point (ROP) models determine the point at which the inventory, in terms of quantity must be reordered.
	Correct answer: true

The EOQ with quantity discounts model focuses on purchases cost and does not account for holding and ordering costs.
	Correct answer: false

The single period model can be very helpful in determining when to order.
	Correct answer: false

The single period model can be very helpful in determining how much to order.
	Correct answer: true

Service level in a single period model is the ratio of shortage cost to the sum of shortage and excess.
	Correct answer: true

The single-period model for inventory management is well suited for planning orders for perishables.
	Correct answer: true

When the inventory item is a spare part for a production machine, shortage cost in when single period model refers to the cost of the lost production.
	Correct answer: true

In the single period model, the service level is the probability that demand will not exceed the stocking level in any period.
	Correct answer: true

In the single-period model, with discrete stocking levels, the service level must equal or exceed the ratio cs/(cs +ce).
	Correct answer: true

Which of these products would most likely to involve the use of a single period model for ordering?
	Correct answer: fresh fish


Which inventory model is most appropriate if unused or unsold items cannot be carried over to subsequent periods?
	Correct answer: single period

In the single period model, if excess cost is double shortage cost, the approximate stock-out risk, assuming an optimum service level is:
	Correct answer: 67% 

In a single period model, if shortage cost is four times excess, then the optimum service level is:
	Correct answer: 80%







	 


