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|. Berry Computer is considering moving some of its operations overseas in order to reduce labor cosls.

Q

In the United States, its main circuit board costs Berry $75 per unit to produce, while overseas it costs
only $65 to produce. Holding costs are based on a 20 percent annual interest rate, and the demand has
been a fairly steady 200 units per week. Assume that sctup costs are $200 both locally and overscas.
Production lead times are one month locally and six months overseas.

a. Determine the average annual costs of production, holding, and setup at each location, assuming that
an optimal solution is employed in each case. Based on these results only, which location is preferable?
(10 points)

b. Determine the value of the pipeline inventory in each case. (The pipeline inventory is the mvenlory
Dn"urder.} Does comparison of the pipeline inventories alter the conclusion reached in part (a)? (10
points) Q= Dy*hR
¢. Might considerations other than cost favor local over overseas production? (5 points)

2. Jane Reed bakes breads and cakes in her home for parties and other afTairs on a contract basis. Jane
has only one oven for baking. One particular Monday morning she finds that she has agreed to
complete five jobs for that day. Her husband John will make the deliveries, which require about 15
minutes each. Suppose that she begins baking at 8:00 A.M.

Job Time Required Promised Time
¢ g 1.2 hr. [1:30 AM

2 40 min. 10:00 AM

3 2.2 hr. 11:00 AM

4 30 min. 1:.00 PM

5 3.1 hr. 12:00 noon

6 25 min. 2:00 PM

- -

Determine the sequence in which she should perform the jobs in order to minimize
a. Mean flow time (8 points)

b. Number of tardy jobs (8 points)

¢. Maximum lateness (9 points)
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