Client Packet:  Chapter 7, Operations Management, S&K
Tony Polito


Chapter Outline, Master Planning

(Note:  This Chapter Outline corresponds to Chapter 7 within Operations Management: Customer‑Focused Principles, Schonberger & Knod, 6th edition, 1997.  Numbers at right are the corresponding page numbers for your use in referencing.)

Executive Summary:  A business plan calling for $100 million revenue must somehow be eventually converted into a list of items, each with quantity to make and completion dates.  The production plan breaks down the revenue $ to total units, the Master Production Schedule breaks down these total units to individual items.  At each breakdown, a capacity check must be performed to make sure the factory has enough capacity to make them.

FIX PAGE NUMBERS

Master Planning Activities


Production Plan, Capacity Plan, 


Master Production Schedule (MPS), Rough-Cut Capacity Plan

Simplified Sequence of Master Planning Activities



(206)

Planning

Tool
Demand Information Used
Example Result 





Business Plan


Long-Term  Forecast
1999 Business Plan,

Completed June 1998:

  $100,000,000 in sales







Production Plan & Capacity Plan


Medium-Term Forecast


4rd Qtr., 1999 Production Plan,

Completed March, 1999:

  20,000 dining room suites,

30,000 bedroom suites







MPS & Rough-Cut Capacity Plan


Short-Term Forecast AND Order Bookings


October, 1999 MPS,

Completed August, 1999:

Qty: 700 --  ZR150 Scandy DR Table

Qty: 3000 --  ZR152 Scandy DR Chair

Qty: 900  --  ZX175 Contempo DR Table

etc....

Goal of Capacity/Output Master Planning




(202)


Translate the business plan into a list of specific items, quantities,


and dates that is "do-able," ie, matches available capacity

Capacity Strategies







(209)


Means "plans for coordinating capacity and demand"


Consider a plant that has the capacity to make 1,200 units a year ... 



... and has demand of 1,200 units a year with seasonality



'Level' Capacity Strategy



Means "make the same quantities all the time"
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Advantages



Planning is less difficult.



No hiring/firing costs if labor-intensive operation



There is no long-term attrition
 of skilled labor


Disadvantages



Inventory levels fluctuate, inventory costs are higher




There is more backlogging of orders, ie, orders waiting to be filled


'Chase Demand' Capacity Strategy



Means '"Make product as we need it"
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Capacity
Inventory


Demand
/Schedule
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Advantages and disadvantages are the reverse of Level Strategy …



Advantages




Inventory levels do not fluctuate, inventory costs are lower




There is less backlogging of orders; ie, orders waiting to be filled



Disadvantages




Planning is more difficult.




There are significant hiring/firing costs if labor-intensive operation




There is long-term attrition
 of skilled labor

'Compromise' Capacity Strategy



Means "mix the two strategies to best meet company needs"
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Capacity
Inventory


Demand
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Commonly Used Capacity Policies
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means "things you do or allow to make your strategy happen"


Labor



Hiring / Firing



Part-time / Flex / Temporary



Overtime, shifts


Inventories



Building / Draining


Facilities



Rent / Lease


Orders



Backlogging / Backordering



Credit Policies


Products



Market and produce compensating products




Example: Lawnmowers & snowblowers




Example:  Breakfast at McDonalds




Example:  Air Conditioning and Heating Repair

Processes




Subcontracting / Outsourcing / Make vs. buy


Pricing



Peak / Off-Peak




For products that cannot be inventoried





Examples:  Airline seats, electricity



Promotional




Example:  Bat Night at the Baseball Stadium

Production Plan & Capacity Plan


Plans at the family / group level, ie, converts $ to family / group units
(214)


Is a medium-term / mid-range activity




(204)


Precedes the MPS & Rough-Cut Capacity Plan



(218)


Considers group units vs. available capacity



(214)

Production Plan


Sets an upper limit / overall output on the MPS



(209)

Capacity Plan


Check, adjust, and set capacity to meet production plan


(214, 217)

Master Production Schedule (MPS) & Rough-Cut Capacity Plan


Plan at the item level, ie, converts family / group units to item units 
(218)


Consider item units  vs. planned capacity



(203)

Master Production Schedule (MPS)


States the specific products to produce, w/ quantities & due dates
(202)


Ideally, quantities 'cover' both order bookings and forecasted demand
(221,222)


Called "appointment book" in service industries



(203, 437)

Time Fence(s)


Separates the 'Firm' and 'Tentative' portions of MPS


(222)



'Inside the Firm'




Too late for manufacturing to accept a change




Example:  Too late, I've painted it blue !



' Inside the Tentative'




Manufacturing can change, but suppliers are involved




Example:  It's not blue yet, but it's probably too late to





    order green paint !


May be further divided into Firm, Planned, Tentative, Projected

(-----)

Rough-Cut Capacity Plan


Check, adjust, and set capacity to meet the MPS


(223)

Learning Curve


means "the more we make, the better/faster/cheaper it gets"

(235)


noted/used by Air Force, TI, Japanese manufacturers


(-----)


May be useful if the climate is favorable for CI



(237)


Occurs less with 'bogey/ratebuster' culture



(237)



Bogey




Artificial/bogus production rate set by laborers



Ratebuster




Laborer who violates bogey, punished by social peers



Example: 200 units per day and the missing lunch bag

� A reduction in numbers, usually as a result of resignation, retirement, or death.  If 1 out of every 4 freshman at Whatzamota U. drop out, then there is 25% first year attrition.





� A reduction in numbers, usually as a result of resignation, retirement, or death.  If 1 out of every 4 freshman at Whatzamota U. drop out, then there is 25% first year attrition.
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