OMS511 Review Questions

(Chapters 8, 11, 13, E, and G)

1)   Which one of the following statements about capacity is best?

A)  Capacity is the average rate of output for a facility.

B)  Short-term capacity plans deal with investments in new facilities and equipment.

C)  A line flow process usually measures its capacity in terms of output rates.

D)  The utilization rate is expressed as the ratio of maximum output rate to capacity.

2)   Which one of the following statements about capacity cushion is best?

A)  A larger cushion is required when a firm uses low cost as a competitive priority.

B)  A larger cushion increases equipment utilization when capital intensity is high.

C)  Businesses find large cushions appropriate when demand varies.

D)  A larger cushion increases manufacturing lead time.

3)   Many alternative strategies are available for the timing and sizing decision in capacity expansion. Which one of the following statements regarding these strategies is best?

A)  The expansionist strategy makes large, frequent jumps.

B)  Lost sales are more likely when the expansionist strategy is adopted.

C)  The wait-and-see strategy makes large, infrequent jumps.

D)  The expansionist strategy involves large, infrequent jumps in capacity.

4)   The organization of materials management department in a supply chain is

A) a segmented structure where purchasing, production, and distribution have independent control of their functions. 

B) a structure in which the functions of purchasing, production, and distribution are integrated. 

C) a structure in which purchasing, production, and distribution can be done by any department, depending on the product.

a structure in which purchasing, production, and distribution are permanently assigned to other departments.

5) Which one of the following statements is TRUE about a cooperative orientation in supplier relationships?

A)  It can not be implemented in Western countries because competitive bidding is more effective in that culture.  

B)  It can not be implemented in the Western countries because it always benefits the supplier.

C)  It requires all parts and subassemblies to be purchased from the same supplier.

D)  It requires few suppliers for each item or service.

6)   Which one of the following statements on inventory placement of finished goods is best?

A)  Forward placement might help reduce transportation cost.

B)  Forward placement is consistent with a competitive priority that calls for customization.

C)  Inventory pooling should be avoided when demand in various regions fluctuates month to month.

D)  Backward placement is consistent with a competitive priority that calls for fast delivery times.

Responsive supply chains should be preferred when

A)  product variety is low.

B)  demand is predictable.

C)  product variety is low, and demand predictability is low.

D)  product variety is high.

8)   Which one of the following statements concerning the economic order quantity (EOQ) model is TRUE?

A) A cycle inventory derived from using the EOQ model can be reduced by increasing the ordering cost.

B) A decrease in demand will increase the EOQ value.

C) A decrease in holding cost will increase the EOQ value.

A unit increase in ordering cost, when accompanied by a unit increase in holding cost, will leave the EOQ quantity unchanged.

9)   The Lemma Company manufactures and sells ten products.  Ways gave been found to cut both the setup and inventory holding costs in half.  What effect will this have on the economic order quantities of the ten products?

A)  They will be reduced by a factor of 1.41.

B)  They will not change.

C)  They will be reduced by a factor of 2.00.

D)  They will be increased by a factor of 1.41.

10)   Which one of the following descriptions best defines the cycle-service level as a measure of customer service?

A)  the preferred proportion of annual demand instantaneously filled from stock

B)  the number of stockouts tolerated per year

C)  the preferred proportion of days in the year when an item is in stock

D)  the desired probability of not running out of stock in any one inventory cycle

11)   Which one of the following statements about a periodic review system is best?

A) The lot size Q changes from one order to the next.

B) The number of periods (P) between orders changes according to the demand actually experienced from week to week.

C) The calculation of the target inventory (T) in a periodic review system typically assumes that demand and lead time are known with certainty.

The larger the order size for an item under a periodic review system, the smaller the inventory position.

12)   With a single-server model, increasing the promotions for a service through advertising will most likely 

A)  increase the utilization of the server.

B)  decease the average number of customers in the service system.

C)  decrease the average time a customer spends in the system.

D)  increase the probability that the server will be idle.

13)   Which one of the following statements about quantity discounts is best?

A)  The minimum cost point on each price curve is always feasible.

B)  A price break is the maximum quantity needed to get a discount.

C)  If the EOQ for the lowest price is feasible, this is the best lot size.

D)  Either price or quantity is sufficient for the search for the best lot size.

