Running Head: PLANNING SERVICE & MANUFACTURING                                                1                               						1
1




[bookmark: _GoBack]Planning Service & Manufacturing




Student’s Name
Department, University
Course Number and Name
Instructor’s Name
Date 
Planning Service & Manufacturing
Lead cost alternative in the years
Calculations
High Technology Centralized Location
Year 1; 620,000(FC) + (100,000 x 16.31) = 2,251,000  
Year 5; 620,000(FC) + (170,000 x 16.31) = 3,392,700 
Year 10; 620,000(FC) + (225,000 x 16.31) = 4,289,750 
Low Technology Decentralized Location
Year 1; 110,000 (FC) + (100,000 x18.89) = 1,999,000 
Year 5; 110,000(FC) + (170,000 x18.89) = 3,321,300 
Year 10; 110,000(FC) + (225,000 x18.89) = 4,360,250 
When the first year is observed, there were 100,000 units, with a total cost higher than that of the second option. The fixed costs are much higher in option one than in option 2.
In Year 5, there are the same results, and looking closer at Option 2, one can observe that option one has almost the same value. Option 1 has a total cost of 3,392,700 and option 2 has 3,321,300. In the ten years, the variable cost increased the number of units planned in the organization. The level of variable cost also got increased by an increased level of production. Option 1 is lower than option 2. Option 2 is 4,360,250 while Option1 is 4,289,750.
 Year 5 contain production level quantity of $170,000 units while the fixed cost is $620,000 for Option 1 and $110,000 for Option 2 (Baldea Et al. 2017). Finding an automatic production alternative is needed to explain the additional annual fixed cost of the automated alternative over the manual alternative.
Amount of variable cost per unit in year 5
The total variable cost for this option is X
Total Cost for Option 1 = Total Cost Option 2. The total costs in year 5 for option 2= 3,321,300
Addition of year 5 option cost to $620,000(FC) would lead to $3,321,300
So; $620,000(FC) +X = $3,321,300
 X= $3,321,300 - $620,000 = $2,701,300
Factors to Consider When Centralizing Manufacturing
Centralizing manufacturing that would get done by Smitheford Pharmaceuticals would involve a lot of factors. Firstly, the size and complexity of the organization would get determined. Centralizing manufacturing would require an organization contain many types of equipment useful for production (Baldea Et al. 2017). A large organization contains much equipment that can assist in producing many medical substances. The need for centralizing manufacturing would get done appropriately in a company with large size and complexity. A large company would manage all its manufacturing activities without depending on others. Secondly, the availability of competent personnel influences the need for centralizing manufacturing by an organization. When many competent employees can perform different activities, an organization gets influenced to centralize its activities. Employing many competent workers is significant in ensuring all activities within Smitheford get centralized. There is no need to hire workers from other organizations because they exist in one place. 
Thirdly, a productive communication system makes it possible to centralize manufacturing (Sims, Reed, & Carr, 2017). A firm that performs manufacturing needs an effective communication system that would get used to performing activities. A large number of employees would get managed through the use of a proper communication process. Developing a proper communication system would allow all manufacturing activities to get divided amongst all workers leading to increased efficiency. Centralizing manufacturing by Smitheford Pharmaceuticals has got developed through proper communication used. The organization has increased its communication system, allowing the division of labor and specialization to get promoted in all its departments.
Besides, another factor to consider is the implication the software will promote on the workforce. The introduction of new software should enhance the efficiency of work performed by employees (Borg Et al. 2019). The software should bolster the accuracy and the volume of the employees' work. The main aspect of determining before acquiring new software is to ensure whether employees need training. Smitheford has to offer training to its employees concerning the use of new technology to be incorporated. Training people on how to use the technologies is essential in the creation of productive development. Therefore, the company has to recognize the amount of time that will be effective to ensure that all its employees are trained. The impact that the new technology will have on the employees is a vital factor to get considered (Afshari, Searcy, & Jaber, 2020). The process of acquiring productive software would make Smitheford centralize its operations in one place. 
When to Opt for Higher Technology Options
There are various factors to consider when opting for higher technology options in a company. Primarily, staff reduction needs to get promoted in the organization. Staff reduction would get promoted to allow the use of higher technologies in Smitheford Pharmaceutical. Increasing the use of higher technologies would allow the company to promote the manufacturing of many medicinal substances. Reducing the number of staff members employed would provide room for using technologies that make manufacturing to get conducted effectively. Secondly, the factor of increasing skills level and staff availability needs to get promoted. Smitheford Pharmaceutical can use higher technology options that would increase productivity. The need to increase skills and staff availability would encourage Smitheford Pharmaceutical to opt for higher technology in their departments. The few staff members would get employed in running manufacturing activities through the technological equipment that exists. When the company needs to use higher technology, it must ensure its skills levels and staff availability get maintained.
Also, higher technology promotes the creation of occupational safety. Technical issues like bugs characterize the use of newer lower technological options technologies. World-class organizations have therefore opted to use higher technology options in operation for quite some time. Higher technology options have got a productive performance that provides their worthiness in the organization (Baldea Et al. 2017). Occupational safety gets promoted by the use of higher technology options that gets maintained appropriately. The use of higher technology options that get considered efficient and effective make manufacturing to get increased. The technologies provide great value to world-class organizations within a short time. Higher technology options enable companies to cut down on employees' costs, ensuring other equipment purchases to get developed. For these reasons, Smitheford Pharmaceutical opted to use higher technology options over the low technology ones. The safety of occupations normally gets developed through the use of higher technological options.
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