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IEOR 150 Midterm #1
October 2, 2007

- This exam has 5 questions with a total of 100 points Qlaéf you need to make
assumptions, please state them clearly and justify them briefly. Please show all of your
work, as partial credit will be given. If you cannot complete a question, you may receive
partial credit for explaining how you would have finished the problem if you had more
time. Please write legibly.

The questions were designed 1o keep computatlons to a reasonable level. If you
find yourself doing extensive computations, you may have missed some aspect of the
problem or the data that significantly simplifies the problem. You may leave your
numerical answers as real values (no need to round to an integer).
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(20 points)

1. A manufacturer of desktop printers wants to set up a long-term contract with a
manufacturer of USB cables that will be included with its printers. The printer
manufacturer produces 1,000,000 printers a year, and uses an inventory holding cost
rate of 50% for purchased parts. ,

Supplier A offers on-line ordering (order processing cost is almost zero) and a delivery
charge of $200 per order. It offers an all-units discount schedule with a price per unit of
$2.10 for up to 10,000 units and $2.00 per unit for orders of 10,000 units or more.

Supplier B does not offer on-line ordering and the manufacturer's accounting
department estimates the order processing cost to be $50. Supplier B charges $2.00
per unit for all order quantities. In addition, there are shipping charges of $0.10 per unit
for quantities less than 2,000 units, or $200 for any quantity up to a fuli truckload.

Both suppliers use trucks that can hold 20,000 USB cables.

Which supplier should the printer manufacturer use, and how much should be ordered
in a batch?






















