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SHORT ANSWERS TO PRACTICE PROBLEMS FOR MIDTERM 1

200D 11547 feasible, so optimal for all units discounted
1(a) 3(4) - ‘

(b w =103.28 not feasible
35

me +2(100)]

03 =442 .22 valid, so this is the only sol'n that needs to be considered

2(a) cy=6-3=3
cp=3-1=2
F(S)=i=0.6

3+2

F(4)=05and F(5) = 0.75508% = 5

b)) p=6,c=3
monthly holding cost per unit h=3*1/12

3

3+0.251
=85* =6

but need to choose 1

F(§= =0.984 ifI = 0.2

(¢) The current optimal policy is to order up to 5 (from part {(a)). So, each month, the

vendor would spend 3*5 + 10= 25 to purchase the magazines. The expected
revenue is:

25[3(6) +2(1)] + .25[4(6) + 1(1)] + .25[5(6)+ O(1)] + .25[5(6)+0(1)] = 26.25.

L a2 311 Ja Jazl ££ 3a 3 {113
SO TS Ssinworthwhhe-to-ofrer-the-magazie(just barely)

UdicTy o

3. ifA=0.8P, then \/P=0.8, s0

/ 2KA _ _2236% EOQ
V hii - 8)

G(2.236* EOQ) 1

G(EOQ) 2

[ ] 2236
+

=1.342
2.236 1

This implies a 34.2% cost penalty.













