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Abstract: We explore the use of quantitative models to help determine strategies for designing and managing
the operation of a service business. Even though simple models cannot realistically predict an optimal operating
scenario or even calculate accurately the performance of the business under a given set of conditions, they are
nonetheless very useful in obtaining valuable, qualitative insights. We discuss two examples of such
applications:
1. Radio-frequency identification (RFID) as an emerging technology has generated enormous amount of
interest in the supply chain arena. In the last few years, a number of retailers have been seriously contemplating
the application of RFID in their retail stores and upstream supply chain. At the beginning, or perhaps even to
date, rigorous evidence of business benefits resulting from RFID is scarce. We built a simple simulation model
to study the impact of using RFID in a typical retail supply chain, to complement known results which were
developed for purposes other than RFID but are applicable to RFID. Using the model we derive insights on
where and how RFID can provide business benefits in terms of inventory reduction and service level
improvement.
2. Consider project-based service businesses that provide offerings requiring multiple skills in a single project.
For example, a typical project of a management consulting firm requires different skills, such as project
management, customer survey, or business data analysis. Employees of such firms are often specialized in their
skills and so a common problem is optimally allocating employees to branch offices so as to best staff projects.
Projects with varying skill requirements may arise in multiple geographical locations and two major costs for
these types of firms are travel expenses and the time loss of staff that are idle. We developed a Markov chain
model of one of the simplest but non-trivial scenarios to provide insights on strategies for the staffing of projectbased service providers.
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