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Considering Partial Outsourcing Capacity Planning
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Abstract

In a make-to-order production system, manufacturers usually face the challenge
to deal with the problem of customers’ demand uncertainty. It would be another way
to consider partial outsourcing to absorb the effect of demand uncertainty and reduce
equipment purchase cost.

In this study, we develop a capacity.planning model for a make-to-order producer.
Considering partial outsourcing under demand uncertainty influenced by production
life cycle, customer demand will be fully satisfied, and aim to minimize expected
equipment purchase cost. We discuss the optimal quantity of equipment and
outsourcing order, and do parameter analysis to related cost. Finally, we use an

example to illustrate this model.
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