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. (20%) Recall the News vendor mode! for the optunal order quantity as follows.
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where

X is the random variable for demand in units; G(Y) =P(X<x); g(x) is the densny
function of demand; @ is the cumulative distribution furiction (cdf) of the standard
normal distribution; x is the mean dcmand In units; o is the standard deviation of
demand in units; C, is the cost per unit left over after demand is realized; C; is the
cost per unit of shortage; Q is the productlon or order quannty and is the decision
variable. :

Prove the above optimal 0*. Ma.ke the required assumptions as deemed necessary.
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Domand . Probability
8000 11%
10000 1%
12000 28%
14000 22%

- 16000 18%
18000 10%
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3. (25%) @ K& QAP (Quadratic Assignment Problem).£ 1% 56,44 i(Layout)éfJ KA
®ELUF P 65 R %8 QAP model o

n total number of facilities and locations

ay  netrevenue from operating facility 7 at Jocation j

J&  flow of material from facility i to facility &

¢y cost of transporting unit material from location j to location /
Decision variable ,

x;  =11f facility i is at location j; =0 otherwise
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4. Q0% AMPRAK  OETASE
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