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Abstract

Shen, Sales Manager of Gudeng Precision, received an order of 40,000
cassettes at NT$35 per set, which was 40% off of the ticket price. With the
manufacturing cost of each set being NT$82, selling at NT$35 would trandate to at
least a loss of NT$1,880,000. Shen faced a dilemma, because the capacity
utilization of the new factory is too low to dismiss this order, but taking the order
would mean a deficit instead of a profit. Shen finally decided to take this order to
fill the capacity utilization. To her surprise, this lowest price deal in the industry
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attracted other customers and orders poured in. Li, Director of Manufacturing, had
years of manufacturing experience accrued in Guden Precision, and his expertise in
plastic mold design was highly recognized. His calculation showed that with the
demand of 2,400,000 sets per year, the optimal mold design is set at the six mold
point. With a six-mold design, the lowest injection molding manufacturing cost is
attained. Li turned the production which could have resulted in a negative margin
(-132.8%) into a profitable production with a high margin (30.71%).

This case provides the background knowledge of plastic product
manufacturing and mold structure, such as manpowe scheduling, machine tonnage,
depreciation amortization, and the revalance between mold size and the
manufacting cost. In the situation of large demand for products, the optimization of
manufacturing process design reduces the product cost. This case provides
students not only the rea situation of factory operation, but the caculating
production parameters, influencing the production cost and effiency. Students can
learn how production effiency creates the competitive advantage. By economic
theory, there is alowest production cost. Also, there are situations that economies
of scale no longer function, i.e. diseconomies of scale. This case offers alensto see
the theoriesin action.

Keywords: Plastic Injection Molding, Cassette Mold Design, Manufacturing
Cost, Cost Optimization, Diseconomies of Scale
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