Hmwk Problems: Understanding the Supply Process; Evaluating Process Capacity
Problem 1:

Using Figure 3.3 on page 77 in the Textbook, draw a process flow diagram of the following: 
a) McDonalds restaurant delivering an order through the drive thru window

Problem 2:

Determine the utilization and the efficiency for each of these situations: 
a) A loan processing operation that processes an average of 7 loans per day. The operation has a design capacity of 10 loans per day and an effective capacity of 8 loans per day. 

b) A furnace repair team that services an average of four furnaces a day if the design capacity is six furnaces a day and the effective capacity is five furnaces a day. 
Problem 3:

A small firm intends to increase the capacity of a bottleneck operation by adding a new machine. Two alternatives, A and B, have been indentified and the associated costs and revenues have been estimated.  Annual fixed costs would be $40,000 for A and $30,000 for B; variable costs per unit would be $10 for A and $11 for B; and revenue per unit would be $15. 
a) Determine each alternative’s break-even point in units AND in dollars

b) At what volume of output would the two alternatives yield the same profit? 
c) If expected annual demand is 12,000 units, which alternative would yield the higher profit? 

Problem 4:
       A firm plans to begin production of a new small appliance.  The manager must decide whether to purchase the motors for the appliance from a vendor at $7 each or to produce them in-house.  Either of two processes could be used for in-house production; one would have an annual fixed cost of $160,000 and a variable cost of $5 per unit, and the other would have an annual fixed cost of $190,000 and a variable cost of $4 per unit.  Determine the range of annual volume for which each of the alternatives would be best. 
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