BSB 370 - Managing Quality and Operations

Homework 5
1. (15 points) Chapter 6 Supplement, problem 3

2. (15 points) Chapter 6 Supplement, problem 6

3. (15 points) Chapter 6 Supplement, problem 11
4. (20 points) Chapter 6 Supplement, problem 12 

5. (20 points) Financial Analysts, Inc., is an investment firm that manages stock portfolios for a number of clients. A new client is requesting that the firm handle an $80,000 portfolio (i.e., total investment funds available are $80,000). As an initial investment strategy, the client would like to restrict the portfolio to a mix of the following two stocks:

	Stock
	Price per share
	Maximum Estimated Annual return per share
	Maximum Possible Investment

	Oil Alaska
	$50
	$6
	$50,000

	Southwest Petroleum
	$30
	$4
	$45,000


Formulate and solve (using LINDO 6.1, or Management Scientist) the portfolio optimization problem as a linear program to maximize the client’s total annual return on investment.

6. (10 points) The following estimates of activity times (in days) are available for a small project.               

	Activity
	Optimistic
	Most probable
	Pessimistic

	A
	4
	5
	6

	B
	8
	9
	10

	C
	7
	7.5
	11

	D
	7
	9
	10

	E
	6
	7
	9

	F
	5
	6
	7


a) Determine the expected activity completion times and variance of each activity. 

b) Determine the expected project completion time and the variance of the project completion time. 

7. (5 points) For the constraints (1) and (2) given below, which point among (A), (B) and (C) is in the feasible region of this maximization problem? And why?
(1) 14x + 6y  42
(2) x - y  3 

(A)
x = 1, y = 5  

(B)
x = 2, y = 1 

(C)
x = 2, y = 8 

Note: Use MS software/LINDO as appropriate; attach input and output screenshots.

