No Excel Workbook

Search Theory: Fixed Sample Search Answers

1) Copy the histogram in column AA and paste it in your Word document,
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This is quite different from the uniform distribution. Most of the prices are centered around the average and there are fewer and fewer prices as we move away from the average.
2) Run a Monte Carlo simulation to get the average minimum price with 5 price quotes from this distribution.

Copy and paste your Monte Carlo simulation results in your Word document.

Is getting 5 quotes better than buying from the first store? Explain why or why not.
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107.5 157.5 207.5 257.5


Yes, five quotes is better than buying from the first store because the average minimum price is about $149 and it costs $10 to get 5 quotes so the average total price paid is $159. This is much less than the $202 the consumer would pay on average when buying from the first store.
3) Determine via Monte Carlo simulation the optimal sample size.

Explain your procedure and be sure to report a particular value of n*.

The table that follows shows the results from Monte Carlo simulations with 10,000 repetitions of average minimum price at different values of n. Each value of n was implemented by adjusting the number of cells with the drawsamplearray() function.
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4

149 8 157

5

143 10 153

6

139.3 12 151.3

7

136 14 150

8

133 16 149

9

131.2 18 149.2

10

129.3 20 149.3


The optimal sample size is between 5 and 10 for sure and it looks like 8 is the right answer.

The problem is that we need more repetitions from the Monte Carlo simulation to be exactly sure.
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