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1. PsiComp orders paper from a large supplier at a price of $10 per box. The average demand for paper is 300 boxes per month. PsiComp=s order cost is $30 per order and its holding cost rate is $2 per box of paper per year. The lead time for delivery is 3 days. (Assume a 365 day year).

a) Determine the economic order quantity, the reorder point, and the total annual cost for PsiComp. 

b) If PsiComp ordered once a month (instead of your answer to part a), what would be the total annual cost?

2. Suppose PsiComp (from Problem 1) is offered a 2% discount for orders of 400-600 boxes (price = $9.80 per box) and a 4% discount for orders over 600 boxes (price = $9.60 per box).  The holding cost is 20% of the price per year. What is the best order size with the discounts and what is the total annual cost?

3. A light bulb manufacturer produces four types of light bulbs using the same equipment.  The average demand for its BestGlow bulb is 10,000 per year.  The factory operates 250 days per year. The production rate for BestGlow bulbs is 400/day. The production setup cost is $110 and the holding cost is $0.5 per bulb per year.

a) How many bulbs should be produced in each production run of BestGlow bulbs?

b) What is the total cost for BestGlow bulbs?

c) How long (in days) is each production run of BestGlow bulbs?

4. Telephone calls arrive at a computer help desk at the rate of 24 per hour.  Currently, the help desk has one worker and the average call requires 2 minutes for the worker. Calls that arrive while the worker is on the phone (answering an earlier call) are put on hold and answered in the order received. 

a) How long does the average caller wait on hold, and how many calls are on hold on average?

b) How many phone calls per 8 hour day will arrive when at least 3 other calls are in the system?

c) If a second worker is added (who also requires on average 2 minutes per call), how long does the average caller wait on hold and how many calls are on hold on average?

d) If help desk workers are paid $9/hour, how large would the callers waiting cost per hour have to be to make the two worker system less expensive than the one worker system? 

5. In a waiting line system with 2 servers, suppose that half the customers who wait in line behind ten or more people file a complaint. If λ is the hourly arrival rate and μ is the hourly service rate, then how many customers per forty hour week file complaints on average?
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6. Which of the following is a good reason for a firm to decide to buy a product from a supplier, rather than to make it themselves?

a)  to maintain a proprietary design. 




b)  the firm has no excess capacity.

c)  suppliers are unsuitable.

d)  to utilize surplus labor of the firm.



7. Some firms provide electronic grocery shopping via the internet, with home delivery. This is best described as an example of which type of electronic commerce

a)  B2B. 




b)  B2C.

c)  C2B.

d) C2C.

8. An increase in the order cost causes the number of orders per year to

a) increase.
b) stay the same.
c) decrease.
d) can not tell.

9. An increase in the order cost causes the reorder point to

a) increase.
b) stay the same.
c) decrease.
d) can not tell.

10. Quick deliveries are essential for 

a) EOQ.
b) JIT.

c) CAD.
d) EDI.

11. JIT systems generally utilize

a) large inventories and small lot sizes.

b) large inventories and large lot sizes.

c) small inventories and large lot sizes.

d) small inventories and small lot sizes.

