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Lets take a look at the forecast

April 15 1,829 14 1,689
22 1,820 21 1,754
29 1,887 28 1,800
May 6 1,958 | November 4 1,864
13 2,011 11 1,989
20 2,063 13 2,098
27 2,104 25 2,244
June 3 2,161 | December 2 2,357
10 2,258 9 2,368
17 2,307 16 2,387
24 2,389 23 2,402
July 1 2,434 30 2,418
8 2,402 | January (3] 2,417
i5 2,385 13 2,324
22 2,330 20 2,204
29 2,823 27 2,188
August 5 2,317 | February 3 2,168
12 2,222 10 2,086
19 2,134 17 1,954
26 2,065 24 1,877
September 2 1,973 | March 3 1,822
g 1,912 10 1,803
16 1,854 17 1,777
23 1,763 24 1,799
30 1,699 31 1,803
October 7 1,620 | April 7 1,805




Constraints

_ Manufacturing Fagacjgy - E_F1_900 pound-; bé?week .
Subcontractlimit | 2000poundsperweek
Overtime Limit 250 pounds per week

ANALYSIS
Given data suggests that holding cost is relatively lower than other costs
Let us now analyze the case with the help of the three plans below and then

determine the best and cost effective plan for CORNWELL

PLAN 1 - Chase Plan with no modification
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{TOTAL = $92,119.60 |
The above excel worksheet shows the calculation of Hiring and Firing workers

Total Hiring = 10752 units
Total Firing = 2008 units

This plan however is not feasible as the production capacity cannot exceed 1900
units and hiring will not increase the capacity
Seasonal Demand suggests hiring workers when required to save costs




iniring Cost . § $5.63 per po?nr
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| $15.73 per pound

|_£i_ring Cost
Hence,
Total Hiring Cost = 10752 *5.63 = $60533.76
Total Firing Cost = 2008 *15.73 $31,585.84

Total Cost of the plan is Total Hiring Cost + Total Firing Cost = $92,119.60

PLAN 1 = $92,000
(NOT FEASIBLE)

PLAN 2 - Mixed Plan Strategy with Subcontracting and Overtime

This plan implies to use overtime and subcontracting for units exceeding 1900 units
This suggests that Overtime is preferred over subcontracting owing to the costs
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Total Subcontracting 3,335 units
Total Overtime: 6,023 units
HOLDING 11,050 units

Cost of subcontracting units: 3,335 units x $ 10 = $33,350
Cost of Overtime units: 6,023 units x $ 8 = $48,184
Cost of Holding units: 11,050 units x $ 0.12 = $1,326

DEMAND ANALYSIS - HIGH DEMAND FROM JUNE TO AUGUST AND DECEMBER TO
JANUARY WHICH RESULTED IN BOTH SUBCONTRACTING AND OVERTIME

PLAN 2 = $83,000

PLAN 3 - MIXED PLAN 3 MORE EMPHASIS ON CHEAPER ELEMENT - EFFECTIVE
OVERTIME TO SAVE COSTS

IF OVERTIME STARTS EARLY FROM SAY APRIL - COSTS CAN BE CONSIDERABLY
MINIMIZED SINCE HOLDING IS AFFORDABLE THAN SUBCONTRACTING



EFFECTIVE OVERTIME | %

Naril 15 1,820 80 250 ) 73
33 1,820 1500 755 3 358
36 1887 TE0 250 ) 724
vy 5 T.a53 TeoC 750 3 587
3 2051 1800 i ) 1579
20 3063 TH0C % B FE)
27 30 19 % [ 1405
Tone i 3165 1830 7 ) 5
3 3,458 1800 Z ) T
17 2,307 1550 % 2 3
N 3,383 e 5 75
iy 1 2234 1830 7 936
2 7207 1800 ) )
1 2.38% 180C = ) 400
3 2.330 1850 25 15 6
2 3333 1800 75 73
Asast 5 2,317 1900 2% 167
1 2322 1530 . 72
) 7,534 1556 234 3
T 2,065 1900 165 o
Septerber 53 1593 500 73 )
3 (X3 3 3 3
1€ 185t 1600 ] ]
3 1763 1900 5 6
35 539 1650 183
Txtaber 7 1.520 5 [ ¥4
1 1,668 1550 4 ) [
% 5,758 = 3 ) 375
B 1800 1800 307 5 1025
Tovembet 3 862 1600 3 3 1338
3t 959 1850 3 2 164
) 098 190 252 3 17
25 2245 ) 753 A
Décember 3 3357 3 759 1733
3 2,368 1 253 536
- .80 1960 287 o 1023
Tiowerber ) ) 1500 753 78
1% ) B 75 15
1& 358 S pEs 7
75 ¥ 500 2%
Decambar 3 2,357 1o )
5 3 2,368 T50C F 3
€ 7,387 o0 ) [ 135
3 p) 50 1% [ 107, 3
30 2418 1900 25 823 <
Tangary 6 7417 TS0t 75 351 W]
= 13 3328 R Iz 754 T
0 3258 TR 253 T30 6
) 27 2168 150 £ 56 i8
s |
Tebrusry 3 7,368 1550 3 18 [
10 2,085 1500 5 ) o
17 3,954 T80 ) g y
24 T E77 1500 > [ 73
Saaeh 3 1837 155 [ S 23 B
6 503 T [ v or 78
7 77 Yoot 2 S 53 71
34 75 T ) S 31 432
3% 80; [ 3 3 ) 5
e 7 X 5% 3 € T 514

PER UNIT COST 58 510
:
OVERTIME £OST * $75,448 :
SUSCONTRALTING COST * $4.270
HOLDING COST ) $3,55388

TOTAL COST $79,671.88

Total Subcontracting units: 427 units
Total Overtime Units: 8,931 units
Total Holding Units: 32,949 units



Cost of subcontracting units: 427 units x $ 10 = $4270,
Cost of Overtime units: 8,931 unitsx $ 8 =$71,448
Cost of Holding units: 32,949 units x $0.12 = $3,953.88
Total cost = $79,671.88

PLAN 3 - $80,000

CONCLUSION

The production schedule that Cornwell should follow under the various
assumptions and policies, along with detailed differences among these schedules is
the most cost effective plan out of the three

Lets see the plan results

PLAN COMPARISON

Cost Planl Plan2 Plan3
Holding 0 $1,326 $3,953.88
Overtime 0 $48,184 $71,448
Subcontracting 0 $33,350 $4,270
Hiring $60,533.76 0 0
Firing $31,585.84 0 0
Total Cost $92,000 $82,000 S80000

Hence Cornwell should choose the third plan



