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Numerical Answers

Question B1

(@) Annual demand rate D : 1000 boxes x 26 weeks = 26,000 boxes
Setup cost S : $30
Unit cost C : $50

Percent carrying cost i : 15% = Annual unit holding cost H = $100 x 15% = $15
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D
Total annual cost TC: — S + % H + DC

Q

Q= 1500 boxes/order: [(26,000/1500) x$30] + [(1500/2) x $15] + ($50 x 26,000) = $1,311,770
EOQ= 322 hoxes/order: [(26,000/322) x$30] + [(322/2) x $15] + ($50 x 26,000) = $1,304,837

The difference of ($1,311,770 - $1,304,837) = $6,933
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