Key Review

True/False Questions
_____
1.
Sales and operations planning refers to the process that helps companies keep 

demand and supply in balance.

_____
2.
Intermediate-range planning covers a period from three to 18 months.

_____
3.
The aggregate operations plan is concerned with setting production rates by 

                        product group of other broad categories for the intermediate term (3 to 18 

                        months).

_____
4.
Complimentary products are appropriate for firms with cyclical demand.                           
_____  5.
Safety stock is also known as buffer inventory and exists to reduce the likelihood of stockouts.

_____
6.
The production rate is the number of workers needed for production.

_____
7.
Inventory on hand is the balance of unused inventory carried over from the


previous period.

_____
8.
A chase strategy matches the production rate to the order rate by hiring and

laying off employees as the order rate varies.

_____
9.
Mixed strategies for production planning are more widely applied in industry.

_____ 10.
Backordering costs include the costs of expediting, the loss of customer goodwill and the loss of sales revenues.

Multiple-Choice Questions

_____
11.
Plans that cover the period from one day to six months are:




A.
Long-range plans




B.
Intermediate-range plans




C.
Medium-range plans




D.
Short-range plans




E.
None of the above


_____
12.
A _______________ is generally done annually, focusing on a horizon greater 

than one year.




A.
Long-range planning




B.
Intermediate-range planning




C.
Medium-range planning




D.
Short-range planning




E.
All of the above

_____
13.
The production planning strategy that maintains a stable work force working at a


constant output rate is:




A.
Chase strategy




B.
Stable work force/variable work hours




C.
Level strategy




D.
Mixed Strategy

_____
14.
The production planning strategy that maintains/matches the production rate to


the order rate by altering the work force as the order rate varies is:




A.
Chase strategy




B.
Stable work force/variable work hours




C.
Level strategy




D.
Mixed Strategy

_____
15
Costs relevant to aggregate production planning include:




A.
Basic production costs




B.
Costs associated with changes in the production rate




C.
Inventory holding costs




D.
Backordering costs




E.
All of the above

_____
16.
Which of the following is not a major component of inventory?




A.
Storage




B.
Insurance




C.
Taxes




D.
Spoilage and obsolescence




E.
Direct labor costs

_____
17.
Basic costs include all of the following except:




A.
Fixed and variable costs




B.
Direct labor costs




C.
Indirect labor costs




D.
Loss of customer goodwill




E.
Overtime compensation

Problem

18.
 The Fine Furniture Corporation produces a metal and wood frame, which is used in
 production of various products like sofas, chairs, and recliners.  The demand, cost, and
 production data for the next six months are as follows:


Demand Data


Month

           

May     June     July      Aug.     Sept.      Oct.


Beg. Inv.
                      100


Forecast Dem.
          980     1,320   1,320    1,320      880        880


Cost Data


Holding cost


$10/unit/month


Stockout cost


$30/unit/month


Hiring cost


$700 per worker


Layoff cost


$900 per worker


Straight time labor cost
$7.00/hour


Overtime labor cost

$10.50/hour 


Production Data


Working hours

8 hours/day


Labor requirements

4 hours/unit


Current work force

20 workers


Workdays/month

22

Calculate the cost for each of the following strategies or plans:

1.
Constant work force, vary inventory and stockout only. (Note:  A constant workforce does not mean only 20 workers, for example, but the same number of workers throughout the six months production.)

2.
Constant work force of 20 workers; vary overtime only.

3.
Exact production; vary workforce.
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