HOMEWORK ON CAPPACITY &AGGREGATE PLANNING

Table 9.7

                Quarter  
Forecast             

                    1        
  190                

                    2        
  560                

                    3        
  540                

                    4        
  440  

Hiring Cost                  
$100 per worker    

Firing Cost                  
$175 per worker    

Regular Production Cost      
$ 10 per unit      

Overtime Production Cost  
$ 15 per unit      

Inventory Carrying Cost      
$  3 per unit      

Production Per Employee  
20 units/qtr     

Beginning Work Force      
20 workers       

1. ABC Company is in the process of developing a production plan for the next four quarters. The company is considering two plans that are detailed below. There are currently 30 units in inventory. Using the data in Table 9.7,

a) Prepare a production plan using level production, inventory, and overtime when necessary. Calculate the total cost of the production plan.

b) Prepare a production plan using chase demand strategy and calculate the total cost.
Table 9.3

             Decision Variables                   

Ht      
# workers hired for period t             

Ft      
# workers fired for period t             

It      
# units in inventory at end of period t  

Pt      
# units produced in period t             

Wt      
Workforce size in period t               

Table 9.9

                Quarter  Forecast                  

                  1      
120,000                   

                  2      
170,000                   

                  3      
150,000                   

                  4      
170,000

Hiring Cost                       
$150 per worker    

Firing Cost                       
$200 per worker    

Inventory Carrying Cost     
$ 10 per unit      

Production Per Employee   
1500 units per/qtr 

Beginning Work Force       
  100 workers         

2. ABC Company uses linear programming to develop their annual production plan. Using the decision variables in Table 9.3 and data in Table 9.9, formulate a linear programming model that will minimize the production costs for holding inventory, hiring, and firing.

3. The manager of a hotel is trying to decide how many rooms to overbook.  Rooms normally rent for $79 a night, cost $25 a night to maintain, and any overbooked customer is sent to a nearby hotel at a cost of $35 per night.  How many rooms should this hotel overbook?

	No-shows
	Probability

	5
	.05

	6
	.15

	7
	.20

	8
	.20

	9
	.20

	10
	.15

	11
	.05


