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IS 216: End-User Application Development


Exercise 16 – (Review Exercise 3) – Production Model

A company produces three products, and each product requires a different number of hours and a different amount of materials to produce as shown in Table 1. The company management is trying to predict the total profit, but in uncertain situations when the hourly labor cost and material costs will be different. The company has identified three scenarios listed in Table 2.
Table 1. Production
	Resource Cost Variables
	
	

	Hourly labor cost
	[bookmark: RANGE!B2]30
	
	

	Material cost
	[bookmark: RANGE!B3]57
	
	

	
	
	
	

	 
	Product A
	Product B
	Product C

	Hours per unit
	12
	14
	24

	Material per unit
	6
	9
	14

	Cost to produce
	$702
	$933
	$1,518

	Sales price
	$795
	$1,295
	$2,195

	Unit profit
	$93
	$362
	$677

	Units produced
	36
	18
	12

	Total profit per product
	$3,348
	$6,516
	$8,124

	
	

	Total profit 
	$17,988



Table 2. Scenarios
	Scenario
	Hourly Labor Cost
	Material Cost

	Best Case
	30
	57

	Worst Case
	38
	62

	Most Likely
	34
	59


				 
You have to calculate the total profit per product and following that create three scenarios using the numbers in Table 2. Also create a scenario summary for the total profit of each product for the three scenarios. 
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