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Question 1
· $20.00 per hour x 1.5 hour (Average purchase order processing cost)
= $30.00 (Total purchase order cost)
$30.00/3 (sku per purchase order) = $10.00
 Inventory Holding Cost:
· $4.60 (Square foot price) x 36,750 (SQFT of storage space)
= $169,050 (Total storage space cost)
· 5 (Workers) x $32,000 (Salary per year) = $160,000 (Total salaries per year) x .20 (Benefits and overhead costs) = $32,000 (Total benefits and overhead cost) $160,000 + $32,000
 = $192,000 (Total employee cost)
· Obsolescence and taxes = $200,000
· $169,050 + $192,000 + $200,000 = $561,050
Question 2
EQQ:
· D: 151.19 cases (11.63 gallons/4 (gallons per case) x 52)
· Co: $10 Order cost
· I: 13.52% ($561,050/4.15 million)
· C: $84.20 Cost per case
· Ch: 11.38 case (84.20 x .1352)
· EOQ = √(2 x 151.19 x 10)/(11.38 case)
· √(3023.80/11.38)
√(265.71/1775) = 16.30 cases (65.2 gallons)
Reorder point:
· Demand Rate: 11.63 / 4 = 2.9075 cases
· D: 2.9075 case per week
· L: Lead Time 2 weeks
· 2.9075 x 2 = 5.815 or 6 cases
Question 3
Total Cost = Holding Cost + Purchasing Cost + Ordering Cost + (Q/2) (D/Q) + H + DC S
D is used to denote the yearly demand rate.
The letter Q represents the amount to be ordered.
The letter H stands for carrying/holding cost.
The letter S is used to denote the cost of ordering.
The letter C is used to represent the cost of each unit.
((156/2) 84.60) + (10 * 159.19) + (159.19/186) = Total
60 is equal to 51.35 + 1991.9 + 6598.80 = $8242.05
· Inventory holding costs are calculated as 52 weeks * $8242.05 = $461,554.80.
Adopting a Fixed Quantity System can help you save money since it employs a strategy that assumes values are constant and well known; hence, it is simple to approximate the final outcomes and what is necessary.
Question 4
1. If the quantity of products ordered is consistent, it will be extremely easy for them to determine what they need and they will be able to save money on orders.
2. The adoption of a different system will allow them to improve staff integrity, process orders more quickly, and lower the cost of storing and ordering products.
3. I would suggest that the university create a department that would ensure that critical things are prioritized while processing requests. To prevent wastage, the department should also ensure that orders are used appropriately.
