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INSTRUCTIONS: Answer Question ONE and any other TWO questions.

QUESTION ONE (30 MARKYS)
a) Describe decision making process (8marks)
b) A company makes two product, A and B each product requires time on two machines

X and Y. the specifications for each product are as follows;

Product A B
Processing time on machine X(hours/unit) 2
Processing time on machine Y (hours/unit) 1
Materials and labour cost (shs/unit 14 15
Selling price (sh/unit) 16 18
Maximum possible sale (units) 130 150

The amount of time available on machine A is 360 hours and on machine B is 260 hours.
Required;

i.  Formulate the linear programme which when solved would indicate the number of
product A and B which should be sold in order to maximize total contributions for the
company (6marks)

ii.  Using graphical method, determine the number of units to be produced in order to
maximize total contribution (16marks)
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QUESTION TWO (20 MARKYS)

a) A business has three alternatives open to him wach of which can be followed by ay of

the possible event. The conditional payoffs (in shs) for each action event contribution

are given below;
Pay offs Conditional On events

Alternative A B C D
X 8 0 -10 6
Y -4 12 18 -2
z 14 6 0 8

Determine which alternative should the business choose of the adopts the;

I Hurcz criterion of degree of optismis0.7 (5marks)

ii. Laplace criterion (5marks)

iii. Maximum regret criterion (5marks)

b) How isadecision tree useful to a decision maker (5marks)
QUESTION THREE (20 MARKYS)

a) Solvethefollowing game

X Y
Pay a 1 2 3
A b 0 2 -2
C -1 0 1 (10marks)
b) Describe common applications of network analysis (10marks)
QUESTION FOUR (20 MARK S)
A small project consisting of eight activities has the following characteristics.
Time-estimate (in weeks
Activity Proceeding Optimistic Most likely Pessimistic
activity
A - 2 4 12
B - 10 12 26
C A 8 9 10
D A 10 15 20
E A 7 7.5 11
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F B,.C 9 9 9

G D 3 35 7

H EFG 5 5 5

Required;
I Draw the PERT network for the project (15marks)
ii. Determine the critical path (5marks)

QUESTION FIVE(2OMARKYS)
a) Describe any three decision making environments (6marks)

b) A distribution system has the following constraints;

Factory Capacity(in units)
A 45
B 15
C 40
Warehouse Demand(in units)
I 25
I 25
Il 20
The transportation cost/unit(in shs) allocated with each route are as follows
To;
I I Il
10 7 8
From: | B 15 12 9
C 7 8 12

Required;
Find the optimal transportation schedule and minimum total cost of transportation (14marks)

Page 3

—

MUST is ISO 9001:2015 and 1SO/IEC 27001:2013 CERTIFIED



