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Homework #2 Answer Key 

 
 
1. Vans 
 

 
 
The original objective function value was $22,800, while the new one is $22,360.  In the 
new formulation we increased labor by one unit, while forcing one unit of new vans into 
production.  Labor had a shadow price of $60 and new vans had a reduced cost of -$500.  
Thus, we should expect a net change in our objective function of -$440.  The difference 
in $22,800 and $22,360 is in fact -$540.  By knowing the shadow prices and reduced 
costs we can determine what will happen to the optimal objective function if we change 
our resource endowments and/or the variables that we want in our final model.     
 
2. Transportation 
 

 
 
3. Feed Problem 
 

 
 
4.  Discuss each of the following assumptions in relation to one of the above problems: 
 a. Objective Function Appropriateness 



 b. Decision Variable Appropriateness 
 c. Constraint Appropriateness 
 d. Proportionality 
 e. Additivity 
 f. Divisibility 
 g. Certainty 
 
 
5. Portfolio 
 

 
 


