
617 Chapter 17    Sales and Operations Planning

FIGURE 17.5: Cumulative Graph of the Level Production Strategy for Skis
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b.	 Chase production strategy.

In a pure chase production strategy, production levels are adjusted by varying the workforce levels 
period by period to meet demand. The following steps are used to develop a chase production strategy.

STEP 1: COMPUTE THE NUMBER OF WORKERS NEEDED FOR EACH PERIOD.
The number of workers needed for each period is calculated as follows:

Number of workers needed = Net production required/production per worker

For Example 17.1, because the demand in January is 9,000 pairs of skis and because we have no 
inventory on hand at the beginning of January, 9,000 pairs of skis should be produced for that month. 
Also, as it takes a worker 4 hours to produce a pair of skis, and each worker works for 160 hours each 
month, the number of skis that each worker can produce in a given month is 160 / 4 = 40 pairs. Hence:

Number of workers needed = 9,000 / 40 = 225

STEP 2: COMPUTE THE NUMBER OF WORKERS TO BE HIRED OR FIRED.
The number of workers to be hired or fired is computed by determining the difference between the 
number of workers required in each period and the number of workers available in that period. If this 
difference is positive, we will hire additional workers; if it is negative, then we will layoff some existing 
workers. In Example 17.1, as we require 225 workers and the current workforce level is 100, we need 
to hire additional workers. Thus,

Number of workers hired for January = 225 – 100 = 125 workers

STEP 3: COMPUTE THE REGULAR TIME PRODUCTION COST 
AND HIRING AND FIRING COST FOR EACH PERIOD.

Regular time production cost = Regular time production × Regular time cost/unit

Hiring cost = Number of workers hired × Hiring cost/worker

Firing cost = Number of workers fired × Firing cost/worker

Using these formulas, given that the regular time cost/unit = $300 and the hiring cost/worker = $500, 
the regular time production and hiring costs for the month of January in Example 17.1 are (in U.S. 
dollars):


