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A manufacturing firm is preparing a materials requirement plan for the next six weeks. The information is as follows:

Master Production Schedule

Week123456

Item A51015202530

Other Relevant Information

Itemltem's Parentltem's Lead Timeltem's Lot Sizeltem's Current Inventory ANonel weekLFL.20 BA2 weeks105 CB3 weeks205
How many levels does the product structure have in the bill of materials?

A0
B. 1
C.2
D.3

ER: A
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The bullwhip effect describes the phenomenon where order variability increases as it moves up the supply chain. In this case, XYZ
Company's unpredictable order patterns cause Supplier A to maintain higher safety stock. This is due to demand fluctuations
amplified by XYZ's overordering to compensate for stockouts, leading to nefficiencies and increased costs throughout the supply
chamn.
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A company introduces a new product line. Although the line is selling well, profit margins are barely at the break-even point. In this
situation, which of the following is MOST likely to improve profit margins'

A. Research prices for similar products in the marketplace to determine if the company can raise its prices

B. Negotiate more favorable pricing with suppliers, using the promise of future business if the new line succeeds
C. Determine whether in-house production of the components would be more economical

D. Conduct an analysis of all cost factors, including labor and overhead, to identify possible savings

EX: D

i RE B -

Analyzing cost factors such as labor and overhead can reveal opportunities for efficiency improvements and cost reductions, directly
impacting profit margins. This comprehensive approach helps identify areas where expenses can be trimmed without affecting
product quality.
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A manufacturer receives notice from one ofits largest customers stating that, from this point on, it will only accept environmentally
friendly boxes for packaging. The manufacturer checks the remaining packaging in its inventory and finds that it still has over six
months' worth of boxes that are not made of environmentally-friendly materials. These boxes are custom+designed and cannot be
returned to the packaging material supplier. In this situation, the manufacturer would be BEST served by doing which of the
following?

A. Explaining the situation to the customer and offering the products in the existing boxes at a discounted price

B. Using the lefiover boxes for internal purposes within the organization

C. Negotiating a grace period with the customer to allow a gradual switch from the existing design to the new one
D. Disposing of the existing boxes and switching to environmentally-friendly materials

ER: C

fE AR A«

Negotiating a grace period allows the manufacturer to utilize the existing inventory of non-environmentally friendly boxes while
planning a transition to meet the customer’s requirements. This approach balances customer satisfaction and cost efficiency, avoiding
waste and financial loss. References: Supply chain flexibility and customer relationship management practices emphasize negotiation
as a key strategy in adapting to changing customer demands.
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A company finds that delays and cost overruns are creating problens in its service contracts. To improve this situation, which of the
following should the firm do FIRST?

A. Renegotiate pricing with current service suppliers

B. Revise the company's standard contract template for all of its services
C. Establish progress milestones and monitoring for existing contracts

D. Convert cost reimbursable contracts into fixed prices

ZR: C
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Establishing progress milestones and monitoring allows the company to track performance and address issues promptly, reducing
delays and cost overruns. It provides clear checkpoints and accountability in service contracts. References: Effective contract
management involves setting measurable milestones to ensure timely and cost-effective project completion.
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RST, Inc. is an electronics manufacturer. The profit margins for a major product developed by RST are falling,

Accordingly, the firm asks the supply manager to identify ways to reduce the product's costs. The product includes a high-tech, high-
cost component for which only one source is able to meet quality standards. Which of'the following is the BEST way the supply
manager can achieve cost reductions from this supplier?

A. Renegotiate with the supplier, citing changes in marketplace
B. Recommend reengmneering or revising specifications

C. Revise order quantities based on updated sales forecasts
D. Conduct a should-cost analysis

ZX: D

it REES B -
A should-cost analysis helps understand the component's cost structure and identify potential cost-saving opportunities. This method
provides a basis for negotiations and ensures that the supplier's pricing is fair, fostering transparency and cost management.
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