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Capacity Planning Based on Outsourcing

Pricing and Flexibility

Student : Wei-Ting Su Advisor : Dr. Hsi-Mei Hsu

Department of Industrial Engineering and Management

National Chiao Tung University

Abstract

Facing customers’ demands rapid change, manufacturer will be partially
outsourcing to deal with customers’ fluctuating demands and to minimize its expected
production cost In this study, given custemers. demand distribution functions of peak
season and off-peak season, we develop a.capacity’planning model for a
make-to-order manufacturer to determine its owned capacities and rented capacities
provided by a outsourcing firm..-In this model, we assume that at peak season the
rented capacities has an upper bound given by the outsourcing firm based on
manufacturer’s ordering quantities of off-peak season, and manufacturer should place
his order to the outsourcing firm before his customers demands are actually
determined. Then , we solve this model with Mathematica software. Finally, an

example is given to illustrate this model.

Keywords : Peak Season, Off-Peak Season, Outsourcing, Capacity Planning
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