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Part I
PK Village Convenience Store Order Quantity Decisions
The management of the company wants to increase ordering quantity from 250 to 350 and to 450 also. This decision has some cost saving benefits and at the same time becomes costly in some other way.
Total Profit from sales
As the order quantity increases, the company will suffer less stockouts and will hence make more annual sales and hence more annual profit from sales. The annual profit increases from 65,150 for an order quantity of 250 units to 67,250 and then to 68,450 for order quantities of 350 and 45 units respectively.
Order cost
As the order quantity increases, the company makes fewer orders and this reduces its total ordering cost for the year. At 250 units, the ordering cost is 1,300, and decreases to 1,000 and then to 800 as order quantities increase from 250 to 350 and 450.
Inventory cost
The inventory cost is incurred when the company has stock at hand. As the order quantity increases, the amount of average stock at hand increases and this increases the total inventory cost in the year. The amount stands at 11,005 when order quantity is 250 and increases to 15,462.50 when ordering quantity increase to 350 and further to 19,917.50 when the order quantity is increased to 450 units.
Net profit
The overall impact of the changes in total profit from sales, ordering cost and the annual inventory cost reflects in the total net profit for the year. The overall position is worsening as the order quantity is increased. The company has a net profit of 52,845 when the order quantity is250 and reduces to 50,787.50 when order quantity is increased to 350. The net profit dips further to 47,732.50 as order quantity is increased to 450 units.
Conclusion
The company should neither change its order quantities to 350 nor to 450 as this will impact on its net profits negatively.

Part II
Using the triangular probability distribution the demand is obtained using the probability of the demand at each point using the TPD formula: -
 	Probability =0
a ≤ x ≤ c Probability = 
c ≤ x ≤ b Probability = 
x > b Probability =0
According to the triangular probability distribution the demand from the weighted demand was observed to be 24 units per day which increased the total demand from 7,300 units to 8760 for the year. 
At this level of performance, the firm shows an improvement on the total net profit of the firm from the original net profit of $ 52,854 to $ 58,759.75 which is an increment by $5,905.75. Therefore, if the firm can work with the triangular probability distribution and manage to get the demand improved to 24 units per day, then the eventual increase in net profit will maximize the firms’ wealth.




