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1. A system in which relatively low-skilled workers use specialized machinery to produce high volumes of standardized goods describes _____________
Ans: Mass production

2. the three basic functions of business organizations?
Ans: Finance, Marketing, Operations

3. The sequence of activities and organizations involved in producing and delivering a good or service is ___________.
Ans: The supply chain

4. Which of the following activities is not considered to fall within the realm of operations management?
Select one:
a. Capacity planning
b. Managing inventories
c. Deciding where to locate facilities
d. Promotional efforts to increase demand 

5. Which of the following statements is not associated with a systems approach to decision making?
Select one:
a. A set of interrelated parts that must work together
b. Objectives of the organization as a whole take precedence over those of any subsystem
c. Organizations are viewed as a system of interrelated subsystems.
d. Setting priorities based on a few factors that have the largest impact on objectives. 

6. T/F: As an abstraction of reality, models support decision making by ignoring unimportant details in order to concentrate on the most important aspects of a situation. 
True

7. T/F: By nature, service operations involve higher levels of customer contact than manufacturing operations. 
True

8. T/F: Decisions associated with planning, scheduling, execution, and control of systems almost always have strategic, long term implications for a company. 
False

9. T/F: In operations feedback refers to measurements taken at various stages in transformation processes that are compared with previously established standards to determine whether corrective action is needed. 
True

10. T/F: Operations management focuses solely on the processes or systems that create physical goods, not the provision of services.
False

11. T/F: Relative to craft production, mass production generally requires more highly skilled workers able to produce products with customized features. 
False

12. T/F: The General Agreement on Tariffs and Trade (GATT) and the North American Free Trade Agreement (NAFTA) are intended to counter globalization by imposing tariffs on low quality products. 
False

13. T/F: The responsibilities of operations managers are predominately technical, generally requiring minimal consideration of behavioural factors. 
False

14. Scheduling, execution and control decision are usually __________ and __________ term.
Ans: e. operational; short 

15. System capacity and location of facilities are examples of:
Ans: systems design decisions 

16. Tactical operational activities involve making decisions about all of the following EXCEPT:
Select one:
a. location of facilities 
b. inventory management
c. project management
d. scheduling
e. material requirements planning

17. The responsibilities of operations managers classified as controlling activities are:
Ans: inventory, production pace, quality and costs

18. The responsibilities of operations managers classified as planning activities are:
Ans: a. capacity, location, layout and mix of products

19. The three primary functions that exist in most business organizations are
Ans: operations, marketing, and finance

20. What are the characteristics of models used to support decision making?
- They provide a simplified representation of real life.
- They provide abstract representations of reality.
- They ignore unimportant details, concentrating on the most important aspects of a situation.
- They may be based on mathematical representations or graphical schematics.

21. What are the characteristics of service operations?
- intangible output
- high labour content
- high customer contact
- low uniformity of output

22. T/F: Among Ford's many contributions was the introduction of mass production, using the concept of interchangeable parts and division of labour. 
True


23. T/F: As a service business, the operations management activities of an airline company have nothing in common with the operations management activities within a bicycle manufacturing company. 
False

24. T/F: Design decisions are usually strategic and long term, while planning decisions are tactical and medium term, and execution and control are operational and short term. 
True

25. T/F: Effectiveness refers to achieving intended goals whereas efficiency refers to minimizing cost and time. 
True

26. T/F: Frederick Taylor is often referred to as the "father of scientific management". 
True

27. T/F: Measurement of productivity in service is more straightforward than in manufacturing due to the high degree of uniformity of inputs. 
False

28. T/F: Operations management pertains almost exclusively to the management of manufacturing operations. 
False

29. T/F: Prior to the Industrial Revolution, goods were produced primarily by craftsmen or their apprentices using custom made parts. 
True

30. T/F: Service involves a much higher degree of customer contact than manufacturing. 
True

31. T/F: The operations manager has primary responsibility for making operations system design decisions, such as system capacity and location of facilities. 
False

32. T/F: The Pareto phenomenon is one of the most important and pervasive concepts that can be applied at all levels of management. 
True

33. Pair the concept with the founder:
Moving assembly line - Henry Ford
Motion study - Frank and Lillian Gilbreth
Scientific Management - F. W. Taylor
Division of labour - Adam Smith






Chapter 2 
1. Based on a hierarchical model of strategic planning, what is the correct sequence for developing different elements of a strategic plan?
Ans: Mission/vision > goals > organizational strategy > functional strategies > tactics


2. Inputs decrease while output remains constant, what will happen to productivity?
Ans: It will increase

3. Product or service criteria that customers perceive as minimum standards of acceptability to be considered for purchase describes _____________.
Ans: Order qualifiers

4. What term is used to describe customers evaluation of a product or service based on multiple purchase criteria (e.g. quality, timeliness and location) relative to price?
Ans: Value

5. Which of the following is not considered one of the strategic decision categories that objectives and action plans need to be established for in developing an operations strategy?
a. Vertical integration
b. Debt equity ratio 
c. Vendor (supplier) relations
d. Operations infrastructure and systems

6. Characteristics that customers perceive as minimum standards of acceptability are called
Ans: Order qualifiers

7. Productivity is expressed as:
Ans: output divided by input

8. The practice of buying a part of a good/service or a segment of production/service processes from another company is a tactic associated with what generic operations strategy?
Ans: Outsourcing

9. Which of the following are not true of productivity measures?
a. Productivity measures can track performance over time.
b. Productivity measures can be used to measure the performance of an organization or an entire country.
c. All of the choices are true.
d. Labour productivity is used in labour wage negotiations.
e. Labour productivity is mainly used for manufacturing and not used for services.

10. What are the steps for formulating an operations strategy?
- Link the organizational goals to the operations strategy
- Conduct an audit to determine the strengths/weaknesses of the current operations strategy
- Assess the degree of focus at each plant.



11. What are factors that affect productivity?
- design of the workspace
- use of computers in an office
- standardizing work process
- use of Internet and e-mail. 
- capital equipment
- methods and management
- technology
- labour

12. T/F: A characteristic that was once an order winner may become an order qualifier, and vice versa. 
True

13. T/F: An outsourcing strategy involves selling off portions of an organization's traditional operations as a source of financing diversification into new areas of business. 
False

14. T/F: Computer automation will always result in increased productivity.
 False

15. T/F: Even though labour cost as a proportion of total cost has been decreasing in manufacturing companies, labour productivity is still the main measure being used to gauge the performance of individuals and plants. 
True

16. T/F: Labour productivity is one example of a multi-factor productivity measurement.
 False

17. T/F: Matching a competitor on quality or price is usually sufficient to gain market share. 
False

18. T/F: Order qualifiers are those characteristics of an organization's goods or services that cause them to be perceived as better than the competition. 
False

19. T/F: Productivity is defined as the ratio of output to input. 
True

20. T/F: Service productivity is easier to measure than manufacturing productivity because it is more labour intensive. False

21. T/F: Strategic planning includes both determining long-term plans and implementing them through allocation of resources and action plans. 
True

22. T/F: The creation of operations strategy occurs at both the company and the functional level. 
True


23. T/F: The hierarchy of planning and decision-making is: mission/vision, goals, strategies, tactics, and action plans.
True

24. T/F: The purchasing criteria of quality and timeliness of delivery are order winners for all companies. 
False

25. T/F: Time-based competition focuses on reducing the time required to accomplish certain activities, such as new product development or delivery to the customer. 
True 

26. T/F: Vertical integration refers to the ownership of a major part or the whole of the supply chain. 
True

27. T/F: Workers are the main determinant of productivity. 
False

Chapter 17
1. Controlling projects based on earned value analysis, a project experiencing a cost overrun would have a _______ cost variance equal to the actual costs minus ____________.
Ans: Positive; budgeted cost of work performed (BCWP)

2. In project management applications, clustering several "instruments" (e.g. summary reports) to provide executives with several high-level overviews of a project is referred to as:
Ans: dashboards

3. Part of Eli Goldratt's approach to project execution is based on the students' syndrome, which can be summarized as students tend to:
Ans: Delay the start of an assignment until the latest possible time.

4. Rolling wave planning is a technique for developing a project's:
Ans: Work breakdown structure

5. The activities on the critical path that should be crashed first are:
Ans: Those with the lowest crash cost per period.

6. The distribution used to represent probabilistic activity duration times in a project is the:
Ans: Beta distribution

7. The longest path from start to end in a project's precedence network diagram
Ans: Represents the critical path

8. The primary information that all Gantt charts document is:
Ans: Project activities and timing (duration and start/end points)

9. The project execution stage (phase) of a project refers to:
Ans: The activities in a project are performed.


10. The standard deviation of a path duration is computed as:
Ans: the square root of the sum of the variances of all activities on the path.

11. Two examples of commercially available project management software are:
Ans: Microsoft Project and Deltek Enterprise Project Management (EPM)

12. Typically the probability of the occurrence of risks is highest at the ______ of projects, but the cost associated with risk events is highest near the _______ of projects.
Ans: beginning; end

13. Using the computing algorithm, activity slack can be computed as
Ans: LS – ES

14. What organizational structure is intended to have project teams formed in a manner that allows project managers and functional managers to share responsibilities for directing the work of people on the project team
Ans: Matrix 617) organization

15. What are features of PERT/CPM?
- An estimate of how long a project will take.
- A graphical display of project activities.
- An indication of critical activities.

16. Which of the following is not considered to be one of responses for managing project risks?
Select one:
a. Lessen the resources dedicated to monitoring project activities 
b. Outsourcing activities and requiring a performance bond
c. Extending the schedule to create more slack in the project
d. Improved communications among those involved in the project

17. Which of the following is not likely to apply to team members from within an organization assigned to work on a project?
Select one:
a. Be "on loan" from their regular jobs.
b. Only be involved for part of the time to complete the project.
c. Have only part-time responsibilities for the project.
d. No longer work for the organization once the project is completed. 

18. At which point does crashing of a project cease?
Ans: when the cost to crash equals or exceeds the benefit of crashing

19. The advantage(s) a Gantt chart has over other project scheduling techniques is (are):
Ans: its simplicity

20. The project management technique that is repeated until activities are decomposed into work packages that can be performed by a designated worker, team or subcontract is called:
Ans: work breakdown structure (WBS)


21. T/F: A beta distribution is generally used to describe probabilistic project duration. 
False

22. T/F: Activities not on the critical path have a slack time equal to zero. 
False

23. T/F: Although PERT and CPM were originally developed for somewhat different types of projects, they are now nearly identical in terms of analysis and procedures. 
True

24. T/F: An advantage of Gantt charts in project management is that they reveal which activities can be delayed without delaying the overall project. 
False

25. T/F: A normal distribution is usually used to describe probabilistic duration estimates for activities in a project. 
False

26. T/F: Deterministic networks use three duration estimates for each activity in order to best determine the activity's estimated duration. 
False

27. T/F: If two consecutive activities on the same path each have two days of activity slack, this means that each of them can be delayed by two days without delaying the project. 
False

28. T/F: In order to determine the probability of timely project completion, it is sometimes necessary to take into account paths other than the critical path. 
True

29. T/F: Only activities on the critical path are initial candidates for crashing.
 True

30. T/F: PERT was originally developed for projects that had high levels of uncertainty.
True

31. T/F: Projects involve routine activities that are performed repeatedly.
False

32. T/F: Projects typically go through a life cycle. 
True

33. T/F: Risks involved in a project can be transferred by outsourcing a particular component of the project and requiring performance bonds. 
True

34. T/F: Simulation can be used for cases in which network activity durations are dependent. 
True

35. T/F: The critical path has zero path slack time. 
True

36. T/F: The earliest finish time for an activity is equal to the latest finish time minus the activity time. 
False

37. T/F: The optimum project length in crashing occurs where the cumulative cost of crashing equals savings in the indirect costs. 
True

38. T/F: The path in a PERT/CPM precedence network with the fewest activities is referred to as the critical path. 
False

39. T/F: The path in a precedence network with the shortest duration is the critical path. 
False

40. T/F: The task of identifying risks should involve everyone associated with the project. 
True

41. T/F: The probability that the project will go beyond the desired time is equal to one minus the joint probability that all paths will be completed within the desired time. 
True

Chapter 3: 

1. T/F: A moving average forecast tends to be more responsive to changes in the data series when more data points are included in the average. 
False

2. T/F: As compared to a simple moving average, the weighted moving average is more reflective of the recent changes.
True

3. T/F: A smoothing constant of .1 will cause an exponential smoothing forecast to react more quickly to a sudden change than a value of .3 will. 
False

4. By soliciting opinions from a number of experts through a series of questionnaires, the goal of the Delphi method is to _______.
Ans: Achieve a consensus forecast 

5. T/F: Forecasts for groups of items tend to be more accurate than forecasts for individual items.
True

6. If a time series exhibits a clear, increasing trend over time, then a simple exponential smoothing technique for forecasting will produce forecasts that;
Ans: Are consistently lower than actual outcomes 


7. Of the following, which use of forecasting involves long-term forecasts to design the system for operations?
Select one:
a. Predicting capacity needs 
b. Planning labor requirements
c. Establishing shift schedules
d. Planning overall inventory levels

8. T/F: When error values fall outside the limits of a control chart, this signals a need for corrective action
True

9. Sales for a product have been fairly consistent over several years, although showing a steady upward trend. The company wants to understand what drives sales. The best forecasting technique would be:
	A)	trend models
	B)	judgmental methods
	C)	moving averages
	D)	regression models
	E)	exponential smoothing techniques

10. The equation used for a demand forecast based on a linear trend equation does not include;
Ans: The forecasting error from the time period being forecast

11. The two most important factors in choosing a forecasting technique are ______ and ______.
Ans: cost and accuracy

12. What forecasting method is best suited to forecast the long-term demand for a new product with no historic data available to identify likely patterns in the time series?
Ans: Judgmental using the Delphi method

13. What forecasting method is best suited to forecast the medium term demand for an established product using the past 5 years of quarterly demand data to develop the forecast?
Ans: Seasonal incorporating trend and seasonal relations

14. What measure of forecast accuracy allows forecasts to be assessed irrespective of the specific scale for the time series being used?
Ans: Mean absolute percent error (MAPE)

15. Which of the following is not considered to be a method for developing a forecast based on judgment?
Select one:
a. Expert opinions
b. Consumer surveys
c. Historical analogies
d. Naive methods






16. Which of the following statements is not considered one of the elements of a good forecast?
Select one:
a. The degree of accuracy of the forecast should be stated.
b. The forecasting method chosen should be reliable.
c. The forecasting technique should be simple to understand and use.
d. A short forecasting horizon should be used to eliminate forecasting error.

17. Which of the following time series models uses the forecast error in the previous period as part of calculating the forecast for the next (subsequent) time period?
Ans: Exponential smoothing

18. T/F: Using an exponential trend to model a non-linear increase in a time series assumes a constant percentage increase from one time period to the next.
True

19. T/F: Using the Delphi method as the basis for a forecast is intended to avoid judgment and opinion in forecasts. 
False

20. A company is conducting long-term planning of which types of services they should offer. Which of the following forecasting techniques are they most likely to use?
Ans: executive opinion

21. A managerial approach toward forecasting which seeks to actively influence demand is:
Ans: proactive

22. Forecasts can help a manager to do all of the following EXCEPT:
Select one:
a. reduce uncertainty in planning
b. predict the future precisely 
c. plan the medium-term use of the system
d. design the system
e. schedule the short-term use of the system

23. In the "additive" model for seasonality, seasonality is expressed as a ______________ adjustment to the average; in the multiplicative model, seasonality is expressed as a ______________ adjustment to the average.
Ans: quantity; proportion

24. Moving average forecasting techniques:
Ans: smooth variations in the data.

25. MSE weighs errors according to ______________ and MAPE weighs according to _______________:
Ans: squared values; absolute percentage error

26. The forecasting method which uses anonymous questionnaires to achieve a consensus forecast is
Ans: The Delphi Method



27. Time series techniques are useful for:
I) distinguishing between random and non-random variations
II) smoothing out fluctuations in data
III) providing accuracy in forecasts

28. Which is not a characteristic of exponential smoothing?
Select one:
a. weights each historical value equally 
b. directly accounts for forecast error
c. smoothes random variations in the data
d. smoothes real variations in the data
e. easily altered weighting scheme

29. Which of the following factors is generally not a consideration at the time of selecting an appropriate forecasting method to use?
Select one:
a. amount of historical data available
b. evidence of a pattern in time series data
c. mean square error in the forecast 
d. forecast horizon
e. preparation time (cost)

30. Which of the following is used for constructing a control chart?
Ans: mean squared error (MSE)

31. Which of the following possible values of alpha would cause exponential smoothing to respond the most quickly to forecast errors?
Select one:
a. .15 
b. .05
c. 0
d. .10
e. .01

32. Which of the following smoothing constants would make an exponential smoothing forecast equivalent to a naive forecast?
Select one:
a. .01
b. 1.0 
c. 0
d. .5
e. .1

33. Which of the following steps is considered the last step in the forecasting process?
Ans: monitor the forecast

34. Which of the following techniques are most likely to be used for forecasting demand for new products and services?
Ans: judgmental methods

35. Which technique is useful in computing seasonal relatives?
Ans: entred moving average

36. T/F: An advantage of "trend adjusted exponential smoothing" over the "linear trend equation" is its ability to adjust over time to changes in the trend.
True

37. T/F: A proactive approach to forecasts might involve advertising or other attempts to influence the demand level.
True

38. T/F: A seasonal relative (or seasonal indexes) is expressed as a percentage of the average or trend in a time series.
True

39. T/F: A simple moving average assigns equal weight to each data point that is represented by the average.
True

40. T/F: A smoothing constant of .1 will cause an exponential smoothing forecast to react more quickly to a sudden change than a value of .3 will.
False

41. T/F: Forecast accuracy tends to increase as the time horizon increases.
False

42. T/F: Forecasting techniques generally assume that the same causal system that existed in the past will continue to exist in the future.
True

43. T/F: Forecasting techniques that are based on time series data assume that future values of the series will duplicate past values.
False

44. T/F: Forecasts for groups of items tend to be less accurate than forecasts for individual items because forecasts for individual items are not subject to as many influencing factors.
False

45. T/F: Forecasts help managers plan both the design of the system itself and the use of the system.
True

46. T/F: Increasing the number of data points included in a moving average will result in a forecast that is smoother but less responsive to changes.
True

47. T/F: Long-term forecasts need little monitoring of forecast errors.
False


48. T/F: Organizations that are capable of responding quickly to changing requirements can use a shorter forecast horizon and therefore benefit from more accurate forecasts.
True

49. T/F: When all errors plotted on a control chart are either all positive, or all negative, this shows that the forecasting technique is performing adequately.
False

50. T/F: A random pattern of errors within the limits of a control chart signals a need for corrective action.
False

Chapter 12:
1. Which of the following is FALSE about EOQ?
A.	It determines how many to order.
B.	The EOQ always results in the lowest total cost.  if there are quantity discounts then larger quantity might reduce overall cost
C.	The model minimizes total cost by balancing carrying and order costs.
D.	The model is robust and works even if all assumptions are not exact.

2. Which is NOT a difference between EOQ and EPQ?
A.	A different formula is used.
B.	EPQ is used mainly for producing batches, and EOQ is for receiving orders.
C.	Quantity is received gradually in EPQ.
D.	Demand can be variable for EPQ but not for EOQ.  demand must be known and constant for both models

3. Which is NOT an assumption of both EOQ and EPQ?
A.	Demand is known with certainty 
and is constant over time
B.	No shortages are allowed
C.	 Order quantity is received all at once
D.	 Lead time for the receipt of orders is constant

4. If there is no variability in either the daily demand or the lead time, the ROP for a fixed order-quantity inventory model is equal to:
Ans: Daily demand times lead time

5. In an A-B-C system, A items typically represent about what percent of the types of items, SKUs, held in inventory?
Ans: 15-20%

6. In the two-bin system for implementing a fixed order quantity / ROP model, the quantity in the second bin is enough to satisfy what?
Ans: Expected demand until the order is filled plus a cushion to reduce the chance of stockouts

7. Safety stock is most typically associated with which function (purpose) of inventory?
Ans: Protecting against sock- outs.

8. Setup costs for the economic production quantity (EPQ) model are similar to which costs in the basic EOQ model?
Ans: Ordering

9. The two fundamental decisions that inventory analysts make to achieve satisfactory levels of customer service while keeping inventory costs reasonable are:
Ans: The timing and size of orders

10. Which inventory planning model does not involve calculating the quantity to order?
Ans: Reorder point (ROP)

11. Which one of the following is a true statement concerning the relationship between holding and ordering costs in the basic EOQ model?
Ans: The two are always equal at the EOQ.

12. Which one of the following is not a requirement for effective inventory management?
Select one:
a. A system to keep track of levels of inventory on hand
b. Having reliable estimates of future demand requirements
c. Reasonable estimates of holding, ordering and shortage costs
d. Using an EOQ model for determining the quantity of inventory to order

13. Which one of the following would not be included in a list of assumptions of the basic EOQ model?
Select one:
a. Lead time does not vary.
b. There are no quantity discounts.
c. Annual demand is a known quantity.
d. All are assumptions

14. Work-in-process inventory is most typically associated with which function (purpose) of inventory?
Ans: To decouple operations.

15. A manufacturer is contemplating a switch from buying to producing a certain item. Setup cost would be the same as ordering cost. The production rate would be about double the usage rate.
 Compared to the EOQ, the maximum inventory would be:
Ans: approximately 50 percent lower

16. An operations strategy for managing inventory when there has been a dramatic increase in holding costs but ordering costs have been significantly reduced would be:
Ans: greatly decreased order quantities

17. Given the same demand, setup/ordering costs, and holding costs, the EPQ will be:
Ans: greater than the EOQ.

18. In a two-bin inventory system, the amount contained in the second bin is equal to the:
Ans: reorder point, the amount required until an order arrives

19. In the A-B-C classification system, items which account for about 5 - 10 percent of the annual dollar value (ADV) but 50 - 60 percent of the SKUs in inventory would be classified as:
Ans: C items

20. In the basic EOQ model, annual ordering cost is equal to:
Ans: ordering cost multiplied by the ratio of annual demand to the EOQ

21. In the basic EOQ model, if annual demand doubles, the effect on the EOQ is:
Ans: It increases by about 40 percent.

22. Laser scanning of universal product codes at retail checkout counters provides which of the following advantages?
I. increased speed and accuracy at checkout
II. continuous information on inventories
III. improved levels of customer service
Ans: all of the above

23. The goal of the basic EOQ model is to:
Ans: minimize the sum of ordering and holding costs

24. The introduction of quantity discounts will cause the optimum order quantity to be:
Ans: unchanged or greater

25. Which inventory model is most appropriate if unused or unsold items cannot be carried over to subsequent periods?
Ans: single period

26. Which is not considered a holding cost?
a. warehousing costs
b. depreciation
c. stockout cost 
d. opportunity cost of funds
e. insurance

27. Which of the following does not match regarding inventory counting and replenishment models?
Select one:
a. Two-bin system - grocery stores 
b. Periodic counting - small retailers
c. Periodic counting - fixed-order-interval model
d. Perpetual tracking - fixed order-quantity model
e. Perpetual tracking - reorder point (ROP) model

28. Which of the following is not a function of inventory?
Select one:
a. to take advantage of quantity discounts
b. to prevent shortages
c. to prevent decoupling of operations 
d. to hedge against price increases
e. to allow for the time while goods are transported





29. Which of the following is not an assumption of the basic EOQ model?
Select one:
a. Holding costs are independent of price. 
b. Lead time does not vary.
c. There are no quantity discounts.
d. Only one product is involved.
e. Each order is received in a single delivery.

30. Which of the following is not an assumption of the EOQ with planned shortages model?
Select one:
a. There are no backorders. 
b. There are no quantity discounts.
c. Lead time is constant.
d. Demand rate is constant.

31. Which of the following is not a suggestion for an inventory storage system?
Select one:
a. Make sure the storeroom is not cluttered.
b. Have controlled access to the building.
c. Have the right level of automation.
d. Store heavy or fast-moving items on the floor.
e. Store obsolete items in the highest locations.

32. Which of the following is not included in ordering cost?
Select one:
a. cost of purchases 
b. time spent paying invoices
c. inspecting incoming goods
d. taking an inventory count to determine how much is needed
e. moving delivered goods to temporary storage

33. Which of the following is not one of the assumptions of the basic EOQ model?
Select one:
a. Lead time does not vary.
b. Quantity discounts are available. 
c. Annual demand requirements are known.
d. Each order is received in a single delivery.
e. Only one product is involved.

34. Which of the following is not true for the EPQ model?
Select one:
a. Production rate exceeds usage rate.
b. Usage rate is assumed to be constant.
c. There are no ordering or setup costs. 
d. Average inventory is calculated as one-half maximum inventory.
e. The maximum inventory occurs just after production ceases.


35. Which of the following would not generally be considered one of the functions for holding inventories?
Select one:
a. protecting against stock-outs
b. decoupling internal operations
c. smoothing seasonal production
d. minimizing holding costs 
e. hedging against price increases

36. Which of these products would be most apt to involve the use of a single period model for ordering?
Select one:
a. calculators
b. frozen corn
c. fresh fish 
d. gold coins
e. hammers

37. With an A-B-C system, an item that had a high demand quantity but a low annual dollar volume would probably be classified as:
Ans: C

38. T/F: A lower inventory turnover ratio indicates more efficient use of inventories.
False

39. T/F: Annual ordering cost is a function of order size.
True

40. T/F: Annual ordering cost is inversely related to order size, as the size of orders decreases the annual cost of ordering increases.
True

41. T/F: Customer service level and risk of a stockout are related.
True

42. T/F: In fixed order-quantity, reorder point (ROP) models safety stock is held to meet anticipated demand.
False

43. T/F: In the Economic Production Quantity (EPQ) model, if usage and production/delivery rates are equal, there will be no inventory build-up, and thus the order quantity for batches or lots cannot be calculated.
True

44. T/F: In the EOQ with quantity discount model, the optimum quantity will always be found on the lowest total cost curve.
False

45. T/F: In the EOQ with quantity discounts model a graph of the total cost curves will have the same EOQ for each curve.
False

46. T/F: In the single period model, the service level is the probability that demand will not exceed the stocking level in any period
True

47. T/F: In the single-period model, with discrete stocking levels, the service level must equal or exceed the ratio Cs/(Cs + Ce).
True

48. T/F: In the single-period model, with discrete stocking levels, when the optimum stocking level does not coincide with a feasible stocking level, one should round down so that excess costs will be reduced.
False

49: T/F: One important function of inventories in manufacturing is to decouple operations.
True


50. T/F: Service level can be stated in terms of the lead time for an order cycle or as an annual amount.
True

51. T/F: Service level in a single period model is the ratio of shortage cost to the sum of shortage and excess cost.
True

52. T/F: Setup costs for manufacturers are similar to ordering costs.
True

53. T/F: The average inventory level and the number of orders per year are inversely related: As one increases, the other decreases.
True

54. T/F: The basic EOQ model assumes demand varies widely throughout the year.
False

55. T/F: The EOQ approach minimizes annual ordering cost.
False

56. T/F: The EOQ should be regarded as an approximate quantity rather than an exact quantity. Thus, rounding the calculated value is acceptable.
True

57. T/F: The reorder point (ROP) must be recomputed before each order (i.e., once every order cycle).
False

58. T/F: Warehousing, insurance, and spoilage costs are all associated with holding costs.
True


