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GEZA BOTTLIK

MIDTERM 10/28/08



DO YOUR WORK ON THIS HANDOUT. THIS WILL EXPEDITE THE GRADING OF THE PAPERS. 


NAME ________________________ 


MIDTERM SCORE _________________________


Please read the problems carefully and provide the information requested and only the information requested in each question. Use the minimum amount of work required to answer each question. Do all your final work on these pages. If you are DEN student, do not use the backs of pages; sometimes they forget to FAX them. I have included blank pages where I thought you might need extra space. The test is worth 100 points. (20% of your total grade)


Hand in your test papers no later than 9:00 P.M. or two hours after you start, whichever is later. It is unfair to your fellow students who hand in their papers on time to use more time than they had. Carefully consider this time allotment when deciding how to answer the questions.


The midterm is open notes and open book. Use your calculator or laptop if needed and indicate so on your paper. 


If you want to ask a question, come up to me and ask me. Please don’t talk to your neighbors. If you need to borrow a calculator or pencil, ask me. It is usually better to make your own assumptions and stating them rather than get an explanation from me.

Good luck, I hope you all do well.

Problem No. 1
Baltimore Software, which currently specializes in the installation of manufacturing resource planning (MRPII) systems in small firms, is planning a major expansion into installing the new enterprise resource planning (ERP) systems. This major expansion into the hottest software area will be organized as an in house project of strategic importance. The company has selected a project manager and team to follow the project through to completion. The project team is very interested in selecting an appropriate scheduling technique for the project. The project manager has set the following guidelines for the selection process: simple; able to show durations of events, the flow of work, and the relative sequence of events; able to indicate planning and actual flow, which items may proceed at the same time, and how far they are from completion. The assistant project manager favors the Gantt chart, the finance representative likes PERT, and the information technology department head prefers CPM.

If you were the project manager, which method or combination would you choose and why? Or do you have other suggestions?

Problem No. 2 

Company X both designs and manufactures products. Their financial accounting system separates the design and manufacturing functions. The financial data for the company are as follows:

Total annual design expenditures, including labor and overhead = $30M. Number of design employees = 150. Manufacturing overhead = $40M. Total manufacturing direct labor hours = 400,000. Direct labor cost = $30/hr. Material overhead rate = 3%. Sales, marketing and administrative functions are supported by a 10% levy on production costs.

This company is about to embark on a new project. They estimate that it will require 20 design employees for 2 years to have the resulting product ready for manufacturing. Their marketing estimates that the product should sell about 100,000 units per year for 4 years if it is priced at $200. The manufacturing engineer’s estimates for the product are 0.8 labor hours per unit and $50 of material per unit.

Would you, as the CEO, give the go ahead for the project? (Show your calculations and reasoning)

Problem No. 3
We discussed the idea of using up slack in an activity in order to level resources. Assuming that leveling resources saved expenses (for example, by reducing the need for overtime), how would you assess the desirability of using slack in such a way on a given activity on a given project?

Problem No. 4 

We have these data for a project:

	Task
	Predecessor
	Best
	Most likely
	Worst

	A
	-
	5
	7
	12

	B
	-
	8
	8
	8

	C
	A
	2
	6
	10

	D
	A,B
	12
	14
	19

	E
	C,D
	6
	6
	12

	F
	B,E
	3
	12
	18

	G
	F
	6
	8
	10


a) Show an AON chart

b) Create a Gantt diagram

c) Calculate the critical path

d) Determine the 85% probability time of completion
e) In your opinion, should one explore other paths as potentially critical? Why or why not?
Problem No. 4 (continued – if space is needed)

Problem No. 5

We generally use the 1,4,1 ratio to calculate estimated average times for the duration of activities when using PERT. If you saw that a project had used ratios of 1,4,6 for its activities, why would you think they did that? What does that tell you about the project?

How would such a use affect answers c,d, and e of problem 4?
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