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E #16
How does inventory management differ for manufacturing organizations compared to service organizations?

A. Manufacturing organizations must maintain tangible inventory.

B. Service organizations must maintain work-in-progress types of inventory.

C. Manufacturing organizations must keep large amounts of product on hand at all times, regardless of demand.
D. Service organizations are concerned with managing idle time due to material and component shortages.

IEf#E: A

AR :
Manufacturing organizations differ from service organizations because they mustmaintain tangible inventory

In manufacturing, inventory includes:

* Raw materials

* Work-in-progress

* Finished goods

These physical iters require storage, handling, tracking, and capital investment. Inventory management is therefore a central
operational concern in manufacturing.

Service organizations, by contrast, typically do not produce tangible goods. Their primary "mnventory" consists of:

* Labor availability

* Time

* Capacity

Idle capacity in services cannot be stored for future use, making demand management more critical than inventory storage.
The incorrect options misrepresent service and manufacturing realities:

* Services do not maintain physical WIP

* Manufacturers do not hold inventory regardless of demand

* Idle time in services is not caused by material shortages

Operations Management highlights inventory as afundamental structural differencebetween manufacturing and service systemns.

B #17

Which two factors affect a service location decision? Choose 2 answers

A. Closeness to manufacturing facilities
B. Quality-of-life issues

C. Proximity to customers

D. Warehouse storage

iEﬁ: B\ C

A -

For service organizations,proximity to customersandquality-of-life issuesare two dommnant factors in location decisions.

Unlike manufacturing, service operations requiredirect customer contact. Being close to customers reduces travel time, improves
convenience, enhances responsiveness, and increases perceived service quality.

Exanples include hospitals, banks, restaurants, and consulting offices, where location accessibility directly influences demand.
Quality-of-life issues-such as education, healthcare, housing, safety, climate, and cultural amenities-affect the ability toattract and
retain skilled service employees. Human capital is a critical input in service operations, and workforce availability often outweighs
cost considerations.


https://www.mogiexam.com/Operations-Management-exam.html

The other options are less relevant:

* Manufacturing proximity matters mainly for production facilities

* Warehouse storage is a logistics concern, not a service driver

Operations Management emphasizes that service location decisions balancecustomer accessandemployee satisfaction, since both
directly influence service quality, productivity, and long-term sustainability.

HE#18

A manufacturing firm uses warehouses and shippers in their supply chain.

At which stage of the firm's inventory management system would the statement
"percentage of line iters shipped on schedule” be used?

A. Raw materials

B. Finished goods

C. Sold goods

D. Work-in-progress

Ef#: B

A -

The performance measure"percentage of line items shipped on schedule"applies tofinished goods inventory.

Finished goods mventory represents completed products ready for shipment to customers. On-time shipment is a critical service-
level indicator at this stage because it directly affects:

* Customer satisfaction

* Order fulfillment performance

* Distribution efficiency

Work-in-progress and raw materials inventories are iternal to production and do not involve customer shipment commitments.
"Sold goods" is not an nventory classification used in Operations Management.

Supply chain metrics for finished goods typically include:

* On-time delivery rate

* Order accuracy

* Fill rate

* Shipment reliability

By tracking shipment performance at the finished goods stage, firms ensure that downstream distribution aligns with customer
expectations and supply chain objectives.

R #19
What is the measure of how much supply chain is owned or operated by the manufacturer?

A. Vertical integration
B. Outsource integration
C. Horizontal ntegration
D. Insource integration

IEf#: A

AR -

Vertical integrationmeasures how much of the supply chain isowned or controlled by the manufacturer.

In Operations and Supply Chain Management, vertical integration refers to the degree to which a firm perfornms activities upstream
(suppliers) or downstream (distribution, retail) rather than relying on external partners. A highly vertically integrated company may
own raw material sources, manufacturing plants, distribution centers, and even retail outlets.

Vertical integration affects:

* Cost structure

* Control over quality

* Lead times

* Supply reliability

* Strategic flexibility

The other options are not standard measures:

* Horizontal integration refers to acquiring competitors at the same stage

* "Insource" and "outsource integration” are not formal OM terns



Operations strategy evaluates vertical integration carefully because while it increases control, it also:

* Requires high capital investment

* Reduces flexibility

* Increases managerial complexity

Thus, vertical integration directly quantifies how much of the supply chain the manufacturer owns or operates.

H #20
Which total quality management (TQM) process was developed to stress management's responsibility for quality?

A. Statistical quality control charts
B. Fitness quality for use

C. 14 points for quality improvement
D. Product design quality

Ef: C

R -

Thel4 Points for Quality Improvement, developed byW. Edwards Deming, explicitly stressmanagement' s responsibility for
qualityand form a foundational element of Total Quality Management (TQM).

Deming argued that quality problens aresystemic, meaning they originate primarily from management- controlled processes rather
than individual workers. His 14 Points call on leadership to create an environment where quality can thrive throughlong-term thinking,
process improverment, and employee involverment.

Key management-focused principles include:

* Creating constancy of purpose

* Adopting a new philosophy of quality

* Eliminating dependence on inspection

* Driving out fear in the workplace

* Breaking down departmental barriers

* Instituting leadership mnstead of supervision

Unlikestatistical quality control charts, which are technical tools, Deming's points definemanagerial behavior and organizational
culture. "Fitness for use" is a definition of quality, not a management system, and product design quality focuses only on one stage of
the product lifecycle.

In Operations Management, Deming's framework reshaped how organizations view quality-shifting responsibilityupward to
leadership, not downward to operators. This philosophy underpins continuous improvement, employee empowerment, and long-
term competitiveness.

By emphasizing leadership accountability, the 14 Points integrate quality into strategy, operations, supplier relationships, and
workforce management, making them one of the most influential contributions to modern quality management.
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