PROBLEM 7-27 Utilization of a Constrained Resource [LO 7-5, LO 7-6] |
The Brandilyn Toy Company manufactures a line of dolis and a doll dress sewing ki,

Demand for the dolls is increasing, and management requests assistance from you in deter-
mining the best sales and production mix for the coming year. The company has provided the

following data:

$4. 50 $8.40
$18. 00 $3.10 $6.00
: $14.00 $1.50 §2.40 |
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P The following additional information is available:

a '-The company’s plant has a capacity of 150,000 direct labor-hours per year on a single-shift
e basrs The company's present employees and equipment can produce all five products.
’f‘he direct labor rate of $12.00 per hour is expected to remain unchanged during the com-

WY -:f'"'_”j{'- year.

5 - Fixed costs total $356.000 per year. Variable overhead costs are $4.00 per direct labor-hour.
Y | of the company’s nonmanufacturing costs are fixed,
e. 01 pany 's finished goods inventory is negligible and can be ignored.
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._ *;:; 1}1 contribution margin per direct labor-hour expended on each product.
-. shedule showing the total direct labor-hours that will be required to produce the
R %4 Ef’ be sold during the coming year.
| ﬁ; yau have Computed m (1) and (2) above. How would you allocate the
lirect labor hours of capacity to Brandilyn Toy Company’s various products’
hig "T‘f”'-“t_‘;: yrice, in terms of a rate per hour, that Brandilyn Toy Company should be
fm al capacity (that is, for added direct labor time)?

vh *" 1] %_ ; _ompany might be able to obtain additional output so that it would
and for 1ts products unsatistied.
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