OPM 601 Class Project                              
The production manager of our favorite company is trying to plan his 2009 monthly production schedule for one of the company’s more profitable products. He has asked for your recommendation. The plan must include the number of units of the product to be produced each month. In addition he is responsible for buying the raw material needed to produce the product. The price for this material varies considerably from month to month and so sometimes the manger will buy raw material when it is less expensive to use in production some months later. Hence the production plan includes not only the number of units to be produced each month but also the number of units of raw material to be purchased each month (as well as the desired inventory levels for both the finished product and the raw material).

The manager has provided you with the following information. He has given you four years of historical data describing both the sales history for the product as well as the costs history for the raw material. The raw material costs are measured in the costs of material required to produce one unit of the final product.  The data can be found in the file named project data in the course folder.
Production capacity is sufficient to produce 5800 units each month using only regular time production except in July when the plant is shut down for two weeks (for vacation) and the capacity is cut in half.  The company’s union contract allows them to schedule overtime for up to 30% of the regular time capacity. However the plant manager prefers to avoid overtime because he believes overtime lowers employee morale. Labor costs are $15 per unit if produced using regular production capacity. If overtime is used the costs are 50% higher. The current contract calls for a 5% increase in labor costs to take effect beginning in September 2009.
The final product inventory going into 2009 is reasonably estimated to be 1000 units. The inventory for raw material is enough material to produce 7000 units. In fact the production manager believes that the raw material inventory should always be at least 7000 units. He is concerned that the price is so volatile that you should have about one months supply on hand at all time. It is generally regarded as good planning to set your final product inventory a year from now to be at the same level as the starting inventory (unless you are prepared to argue that the starting inventory was too high or perhaps too low). Inventory costs for the final product are $7.50 per unit per month. The inventory costs for raw material depend on the cost of the material. For each period the cost per unit per month is 2.5% of the cost of one unit of material that month. 
Prepare a monthly production schedule for the manager for all of 2009.  Including the number of units to be produced each month, the final product inventory for each month, the units of raw material to be purchased each month, and the monthly raw material inventory. 
Once you have suggested a production schedule, you should also include in your report any suggestions you have as to how the company might consider lowering costs or increasing potential profit. Your suggestions should be based only on the provided information and should include some analysis to support your position. Depending on your suggestions you may (or may not) find it relevant that the only marginal costs for this product are the labor and material costs already described and that the product sells for $300 a unit.
Your report should be created for the manager (not your professor). As an appendix you should include copies of your relevant spreadsheet analysis (this part is more for your professor but should be structured in a way that could be helpful to a knowledgeable manager). Email the report and the excel files to wright@lemoyne.edu.
