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Probability (p) of Strong Demand

(a) The value of p for which the expected annual return for the vans is equal to the expected annual return for
the coaches is 0.76. If the probability of strong demand is less than this value, which decision, running
coaches or running vans, will provide the greater expected return? Justify your answer.
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(b) There are several thousand markets similar to Lonestar’s market across the country. A random sample of 100
of these markets reveals that the demand for an airport shuttle is strong in 65 of them and the demand in the
remaining 35 is weak. Using the results of this sample, construct and interpret a 95 percent confidence
interval for the proportion of similar markets that will experience a strong demand.
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(c) The president of Blue Shell has decided to use vans for the new route. Using the results of the analysis in
parts (a) and (b), write a few sentences to justify this decision.
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(d) After looking at the interval in part (b) and considering possible annual returns, the vice president of Blue
Shell believes that the president has made an incorrect decision in choosing to use vans. Explain how this
conflicting position could be supported.
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(a) The value of p for which the expected annual return for the vans is equal to the expected annual return for
the coaches is 0276. If the probability of strong demand is less than this value, which decision, running
coaches or running vans, will provide the greater expected return? Justify your answer.
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(b) There are several thousand markets similar to Lonestar’s market across the country. A random sample of 100
of these markets reveals that the demand for an airport shuttle is strong in 65 of them and the demand in the

remaining 35 is weak. Using the results of this sample, construct and interpret a 95 percent confidence
interval for the proportion of similar markets that will experience a strong demand.
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" (c) The president of Blue Shell has decided to use vans for the new route. Using the results of the analysis in
parts (a) and (b), write a few sentences to justify this decision.
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(d) After looking at the interval in part (b) and considering possible annual returns, the vice president of Blue
Shell believes that the president has made an incorrect decision in choosing to use vans. Explain how this
conflicting position could be supported.
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