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1.
Case Study (Compulsory):


Yield Management at A1 Airlines

A1 airline is an airline dedicated to the betterment of the proletariat, with original operating principles based upon the strong political beliefs of its founder Al Niemi. He started this airline for the selfless purpose of exposing Dallasites to the glories of communist ideals. His own vacation in North Korea convinced him that the communists’ economic system held ultimate truths and reasoned that his colleagues would be likewise convinced if only they would visit A1. Consequently, he leased a Boeing 747 and initiated direct service from Dallas to Pyongyang three days a week.

Al was philosophically against such capitalist notions as differential pricing for customers .He believed that all comrades were equal and should pay the same fare. Consequently, A1 air was started as a one – price airline offering round trip service for 400 Dollars. Unfortunately, his 400 seat 747 was flying at far less than capacity seating on most trips and A1 was highly unprofitable. 

Al was stunned that more travelers did not desire the icy North Korean air in their lungs, but he knew he had to adapt or shutdown. He began to see wisdom in the old saying, “We are all equal, but some are more equal than others”. Accordingly, he tried to salvage A1 by utilizing differential pricing. He segmented his customers into three different customers’ categories – “Capitalist class “business flyers (who paid full coach fare),” Comrade Class” discounts tickets and “party member class” deep discount tickets – based on length of stay and flying days and time of year. He charged 1000 dollars for business flyers, 400 dollars for discount tickets and 100 dollars for deep discount tickets. This move improved his revenue significantly. He typically sold from 30 to 50 full fare seats, 70 to 10 discount seats and 100 to 150 deep discount seats on each trip. 

Unfortunately, even with this new pricing scheme he was not able to attain profitability, but a solution became clear . Since his 747 was never full, he negotiated a change in his lease for a much cheaper and more fuel efficient 100 seat that would allow him to become profitable. At this point, however he needs assistance. He could fill his planes with deep discount and discount flyers , but it would be unprofitable to do so. Further , he had no experience with overbooking policies and was unsure whether he wanted to pursue one . Consequently , Al needs expert service operations consulting to maximize revenue .

Seating Allocations :

Seating allocations must come in a nested form .For example no deep discount , up to 50 discount and deep discount  and up to a combined 120 full coach ,discount and deep discount seats are set aside six months prior to departure . Implicitly, for a 100 seat plane this allocation contains 20 overbooked seats. For example in the full coach fare history for 10 years in the coach fare factory history first half if the reservations were obtained before 6 months from flight, for the next half reservations are obtained before five months and soon  and of the 53 reservations in the system the week before the flight , 34 actually boarded the plane . Demand history for the deep discount tickets is not necessary because 100% of them are taken as soon as they are offered. 
[P.T.O.]

The demand history given can be used to determine threshold curves for each class of passengers. The purpose of developing threshold curves is to predict the eventual number of reservations just prior to boarding. The costs involved in overbooking depend on the number of people not seated for the flight. The revenue from the ticket sales is subtracted and Al estimates the per passenger penalty cost of leaving passengers stranded as 200 dollars times the number stranded squared. So leaving one person stranded costs 200 dollars, two people costs 800 dollars, three people costs 1800 dollars and so on. 

Pricing:

Currently ticket starts at 1000, 400 and 100 dollars for the three fare classes. Prices can be raised by 10% to 1100 dollars or 440 dollars, lowering demand by 15% or prices can be lowered by 10 % to 900 dollars or 360 dollars, increasing demand by 15%. Prices on deep discount tickets cannot be changed. 

a.
Analyze the above Case. 

b.
As a consultant, you advice Al Niemi concerning overbooking, seating allocation and pricing for the three classes of passengers.

c.
If any new policies implemented in A1 airlines how it changes the yield management?
d.
Is yield management necessary for A1 airlines? 
2.
How does  the strategic planning process for service  helps the service Industry ?  

(OR)

3.
Illustrate the relationship between the service operations and environmental strategies.

4.
What are the initial processes to be done for development of new service along with the blue print and utility models with an example?

(OR)

5.
Illustrate with an example the new service development process. 

6.
How has the 100 Yen Sushi House incorporated the JIT system into its Operation?
(OR)

7.
Discuss the evolution and role of service in an Economy.
8.
a.
Elucidate the characteristics of services?









  (10)
b.
Is service Process matrix important in Service Operations? Justify your answer.

  (10)
(OR)

9.
Suggest other services that could adopt the 100 Yen Sushi House service delivery concepts.






