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PA 557, Professor Stipak

PRIVATE 

Computer Assignment 2:  Inventory Model

B-Level Assignment:

Make up an inventory problem that fits the basic inventory (EOQ) model.  Create a spreadsheet that analyzes this problem in one of two ways:  1) by calculating the optimum order quantity, Q*, by formula, or 2) by creating a table that shows the inventory costs for different choices of the order quantity, Q.  Either way, your spreadsheet should have an input section for entering the three parameters:  demand rate (d), reorder cost (c), and holding/storage cost (h).

A-Level Assignment:

For the A-level assignment, you need to first create a simple b-level spreadsheet.  Then take that spreadsheet and add two or more additions or enhancements.  The possible enhancements include:

· Include both the cost table approach and the Q* approach to doing the EOQ analysis in the spreadsheet.

· Create a graph from the cost table that shows how costs vary with reorder quantity.

· Add variable purchase costs into the analysis using a lookup table.

· Work my homework problem, which applies EOQ analysis to a job-training program.  At first this might not seem like an inventory problem, but it actually fits nicely by analogy.

· Try using the Solver in Excel (Tools/Solver) to solve for Q*.  To do this, create a spreadsheet having input cells for d, c, and h, also a cell designated for the value for Q, and finally a cell with the formula for calculating the objective function, C(Q) or U(Q).  Using Solver, you specify the “Changing Cells” in Solver as the cell for Q, specify the “Target Cell” as the cell for the objective function, click the check box to minimize the target, and you can also add any constraints on the value of Q in the “Subject to Constraints” section.  The constraints, if any, would be of the form of the cell for Q must be < or <= some value, and perhaps another constraint for Q must be > or >= some value.  When you run solver it will put the calculated optimum value for Q in the “Changing Cell”.  If you have not used Solver you might need help or might need to see a demonstration in class.  We will be using solver later for other types of problems.
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