
845 Module D    Simulation

SOLUTION

Step 1: Generate a probability distribution for the possible values of key random variables.

Table D.1 shows that demand for 0 LED TVs occurs 15 out of 100 days. Hence, the probability of 
demand for 0 LED TVs is 15 / 100 or 15%. The probabilities for the other possible values of the ran-
dom variable, demand, are calculated in a similar manner and are shown in Table D.2.

TABLE D.1: Demand Distribution for LED TVs

DEMAND FOR LED TVs FREQUENCY OF OCCURRENCE (IN DAYS)

0 15 

5 30

10 40

20 10

25 5

Total = 100 days

TABLE D.2: Demand Probability Distribution for LED TVs

DEMAND 
FOR LED 

TVs FREQUENCY OF OCCURRENCE (IN DAYS) PROBABILITY OF DEMAND

0 15 15 / 100 = 0.15

5 30 30 / 100 = 0.30

10 40 40 / 100 = 0.40

20 10 10 / 100 = 0.10

25 5 5 / 100 = 0.05

Total = 100 days 100 / 100 = 1.00

Step 2: Compute a cumulative probability distribution for each random variable.

We next compute the cumulative probabilities for the demand random variable as shown in Table D.3. 
The process of computing cumulative probabilities is found by adding the probability associated with 
each demand value to the cumulative probability value in the previous column.

TABLE D.3: Cumulative Demand Probability Distribution for LED TVs

DEMAND FOR LED TVs
FREQUENCY OF 

OCCURRENCE (IN DAYS)
PROBABILITY OF 

DEMAND
CUMULATIVE 
PROBABILITY

  0 15   15 / 100 = 0.15 0.15

  5 30   30 / 100 = 0.30 0.15 + 0.30 = 0.45

10 40   40 / 100 = 0.40 0.45 + 0.40 = 0.85

20 10   10 / 100 = 0.10 0.85 + 0.10 = 0.95

25   5     5 / 100 = 0.05 0.95 + 0.05 = 1.00

Total = 100 days 100 / 100 = 1.00


