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3. (24%) Give a clear description (or definition) and indicate the decisions to be made at each
of the following three stages.
‘a. Aggregate production planning (6%)
b. Master production scheduling (6%)
c. Material requirement planning (6%)
d. List the relevant costs considered in these three stages (6%)

4. (12%) Give a clear description (or definition) of the following two parts.

a. Central limit theorem (6%)
b. Confidence interval estimation (6%)

5. (14%) A supplier of cooking wine products wants to encourage large quantity purchases.
Suppose that all of the assumptions of the basic EOQ (Economical Order Quantity) model
apply, except that an all-unit discount is applicable. That is, the unit variable cost is v, if
purchase quantity is less than O,. Otherwise, the unit variable cost is vo(1-d) if purchase
quantity is equal to or larger than O, (where 0< d <1).

a. Write expressions for the total relevant cost per year as a function of the order quantity
Q. Introduce and define symbols that are necessary. (7%)

b. What is the best order quantity for an jtem with the following data: demand rate = 1000
units/year, fixed ordering cost per order = $20, v, = $20.00, d = 0.03 , inventory carrying
charge = 0.43/$/year, and 0,=50 units. (7%)




