3L Backwoods American, Inc., prodhices expensive waler-
repelient, down-lined parkas, The company implemented a
restal quakity-management program in NO0. Folkowing sre
guality-related nccounting dats thiat have been socumiated

fior the five- year period after the progoum s sia,
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I Prablem 3-1, if the direct manufacturing cost for cabinets

is $27 andl the rework coat is 38, compute the manafacunng

cost per good product. Determine the manufacturing cost

per product if the percentage of good-quality fle cabrinets i
incrensed from S3% to 9%

The Omwegn Shoe Company mamifaciures a mumber of dif-
feremt styles of athletic shoos, fis higgest saller is the X

Pacer runming shoe, In 2002 Omegn implemented o
qualily- manngement program The company's shoe pro-

i

W- r TIEE duiction foe the past three years and manufacruring costs

 Prevenion $ 32 W) W3 o4 s00 are a follows.
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a. Compute the companys total fallure costs as a percent-
ape of total quality costs for each of the five years. Does
thers appear 10 be a rend to this resuh? If so, speculate
on what might have caused the mend.

b Compute prevention costs and appraisal costs, each as a
percentage of total costs. during each of the five years.
Speculate on what the company’s quality strategy np-
pears to be,

c. Compute quality-sales indices and quality-cost indices
for each of the five years. Is It possible to assess the ef-
fectiveness of the company's guality-management pro-
gram from these index values?

d List several examples of each quality-related cost—that
is, prevention. appraisal, and internal and extemal Fail-
ure—that might result from the production of parkas.

The Backwoods American company in Problem 3-1 pro-
duces approximately 20,000 parkas annually. The guality-
management program the company implemented was able
to improve the average percentage of good parkas pro-
duced by 2% cach year, beginning with B3% good-guality
parkas in 2000, Only about 20% of poor-quality parkas can
be reworked.

a. Compute the product yield for each of the five years.

b Using a rework cost of $12 per parka, determine the
manufacturing cost per good parka for each of the five
years, What do these results imply about the company’s
quality-management program

34 The Colonial House Fumitre Company manufactuses

 two-drawer oak file cabinets that are sold unassembled

T  through catalogues. The company initiates production of

150 cabinet packages each week. The percentage of good-

. -!Fdity cabinets averages 83% per week, and the percent-

~ age of poor-quality cabincts that can be reworked is 609%.

& Determine the weekly product yield of file cabinets.

b. If the company desires a product yield of 145 units per

" weok, what increase in the percentage of good-quality

products must result?
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Only one-quaster of the defective shoes can be reworked,
at u cost of 32 apiece. Compute the manufacturing cost per
pudmw:trotmhnfﬂuﬂruymwlnﬁ:um
annual percentage increase or decrease resulting from the
quality-management program.

The Colonial House Furnitare Company manufactures
four-drawer oak filing cabinets in six stages. In the first
stage, the boards forming the walls of the cabinet are cut;
in the second stage, the front drawer pamels are wood-
worked: in the third stage, the boards are sanded and fin-
ished: in the fourth stage, the boards are cleaned, stained,
and painted with a clear finish: in the fifth stage, the hard-
ware for pulls, runners, and fimings 18 installed: and in the
final stage, the cahinets are assembled. Inspection ooours 3t
each stage of the process, and the average percentages of

good-quality units are as follows.
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The cubinets are produced in weckly production runs with

a product input for 300 umits.

o Determine the weekly product yield of good-guality
cabinets,

b. What would weekly product inpat have to be in order to
achieve a final weekly product yield of 300 cabinets?

In Problem 3-6, the Colonial House Furniture Company

has investigated the manufacturing process w identify po-

tential improvements that would improve quality. The

company has identified four allematives, each costing

$15,000, as follows,



3. Which alemmive would resuls i the Ereaios] incrense
i product yaeld?

B Whkich alternative would be the most cost effective?
The Backwoods American company operabes o lelephone
wrder system for & catalogue of its owdoo cloahing prosd-
ucts. The catabogue omders are processed 1n theoe singes. In
the fire siage. the selephone aperaion enters the prder into
hm:hihmﬂm.tmmmuﬂ
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8t amy of these stages, and the averipe percestage of ermary
that occurs m cach stage are as follows.
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I an avesage of 320 telephone orders are processed each
alay, how many errorless orders will resul®

The sotal processing cost for producing the X-Pacer run-
ning shoe im Problem 3-5 is $18. The Omega Shee Com-
pany starts production of 650 pairs of the shoes weekly,
and the aversge weekly vield is 90%, with 105 defective
shoes. One quarter of the defiective shoes can be reworked
m a cost of §3.75

& Compene the guality-prodactivity ratio (QPR).
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¢ Compute the QPR if the processing cost Is meduced
$16.50 andl the rewoek cost 0 $3.20. :

d Compete the QPR if the product yield is increased 1,
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censing conl af $47 per wnit. The company produces an iy
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good-quality phones, resulting in 1 3% drf:chw_ phones,

all of which can be reworked. The cost of rewarking a de
fevinve teleplume 1 $16,

i Compuse the qual ratio (QFR).

b. Compue the QPR if the company increased the produc
tion rate 10 320 phones per week while reducing the
m-ﬁumuuiﬂ.ndﬁuhmhmmsu.
and increasing the product yield of good-quality icle.
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Burger Doodle is a fast-food restaurant that processes an
average of 680 food arders cach day. The average cost of
cach order is $6.15. Four percent of the orders are incor-
rect, and only 105 of the defective onders can be comredied
with additional food iems al an average cost of $1.75. The
remaining defective anders have ta be thrown out.

& Compuete the average product cost.

b In arder to reduce the number of wrong orders, Burger
Doodle is going 10 invest in & compwierized ordering
and cash register system. The cost of the sysiem will in-
crease the avemge order cost by $0.05 and will reduce
defective orders 10 1%. Wit is the annual net cost ef-
fect of this quality-improvement initiative?

€. What other indiroct effects on quality might be realized
by e new computerized oeder sysiem?

Comgene the qualliy—peoductivity ratio (QPR) for the Burger

Doadie restaurant in parts {a) and (b) in Problem 3-11.




