MGMT 661
QUIZ #5
NAME

1.  "Isle" is a company that produces longboards for surfing.  At one of their manufacturing centers, they have fixed costs of $1275 per day and variable costs of $190 per longboard.   Each board then sells for $445 online.

Determine the number of items they need to sell so that they break even financially.


2.  Below is a table of potential payoffs (profits in thousands of dollars per month) associated with three possible storage facility sizes and three possible demand levels

	
	Low
	Moderate
	High

	Small
	 10
	     12
	  12

	Medium
	  8
	     14
	  15

	Large
	  3
	      7
	  16



If the decision makers subscribe to the Maximin approach, what size facility would they construct,


and what would be the anticipated payoff amount?


3.  Given that the expected duration for a project path was 18.8 days and further suppose that someone calculated the standard deviation for the project path to be 1.2 days.  What is the probability that the project takes fewer than 20 days?

4.  A company has three employees that go door to door selling coupon books for local retailers.  Each book sells for $20.  Each employee visits an average of 800 houses per week, and on average, 15% agree to purchase the coupon book.  Each employee earns $10 per hour and each employee works 40 hours per week.  In addition to labor costs, the company has overhead costs of $1600 per week.  Calculate the productivity in dollars earned per hour of labor.


5.  A company makes two types of skis:  a trick ski and a slalom ski.  The relevant manufacturing information is given below:

Department

Trick Ski

Slalom Ski

Maximum labor hours available per day

Fabricating

6



4



108

Finishing

1



1



24

If the profit on a trick ski is $40 and the profit on a slalom ski is $30, how many of each type of ski should be manufactured each day to realize maximum profit?  What is the maximum profit?
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6.  A manager is trying to decide whether to rent a piece of equipment or buy the piece of equipment.  To rent the piece of equipment, the costs would involve a flat fee of $40,000 as well as $5 per unit produced on the machine.  If the manager was to buy the equipment outright, the cost would be $100,000.  At what production level (in units) would the manager be indifferent to buying versus renting the equipment?


7.  A company developed a regression line for predicting sales (S) in thousands of units per year.  Time (t) is measured in years since 2000.  Therefore, t = 0 corresponds to the year 2000.  Given the equation 
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, in what year are sales predicted to reach 640,000?
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