[image: 2. In a certain manufacturing process, it is known over time that 1% of the products are defective Let us use binomial distri]

image1.png
2. In a certain manufacturing process, it is known over time that 1% of the products are defective.

Let us use binomial distribution (hence HW#1.3) to deal with the following situations

(a) If a customer purchases 50 of these products selected at random, what is the probability that
he/she receives 2 or less defective products?

(b) If the customer purchases 200 of these products selccted at random, what is the expected
‘number of defective products and its standard deviations?

(¢) The manufacturing company has a policy of replacing, free-of-charge, all defective products
that are purchased. If the product manufacturing cost is $10 per unit and cach product is sold
for $15, how much profit can be expected from a sale of 1000 products.

(d) Repeat (c) if the company decides to increase the manufacturing cost to $10.05 per unit in
order to decrease the probability of defects to 0.1%.




