88 DESIGNING AND MANAGING THE SUPPLY CHAIN

COMPARISON OF OPERATIONS IN HONG KONG AND CHINA

Topic Hong Kong China
Hourly Wage HKS$30 RMB 0.91
Exchange Rate HKS$7.8 = USS1 RMB (Renminbi) 5.7 = USS1

Working Hours

8 hours/day, 6 days/week

9 hours/day, 6.5 days/week

= Total = 48 hours/week

= Total = 58.5 hours/week

Maximum overtime allowed = 200 hours/year

During peak production periods, workers work

13 hours/day, 6.5 days/week

Weekly (Nonpeak) 19 parkas 12 parkas
Output/Worker
Actual labor content ~2.35 hours ~3.6 hours
per parka (including
repair work)
Paid labor time per ~2.53 hours/parka ~4.88 hours/parka
parka (including repair
work)
Labor Cost/Garment HKS$75.6 RMB 4.45
Line Configuration 10-12 people/line 40 peoplefline
Training Cross-trained Trained for single operation only
Minimum Order 600 units in same style 1,200 units in same style
Quantity
Repair Rate 1-2% ~10%
Challenges « Wage Rate « Workforce:
« Workforce: o Less quality and cleanliness conscious

« Low unemployment (~2%)
« Younger workers prefer office jobs

« Training requirements

TABLE 3-17

COST INFORMATION FOR ROCOCO PARKA (MADE
IN HONG KONG)

Obermeyer Landed Cost
Cost FOB Obersport? $49.90
Agent's Fee (to Obersport, 7%) $3.49
Freight (Ocean Carrier)® $1.40
Duty, Insurance, and Miscellaneous $5.29
Total Landed Cost $60.08
Cost FOB Obersport:
Material $30.00
Labor $10.00
Hong Kong Quota, Obersport Profit and Overhead ~ $9.90
Total $49.90

All figures in US Dollars.
2FOB (free on board) Obersport means that Obermeyer paid for freight and
owned the products while they were in-transit.

b transportation by air, cost would be approximately $5.00 per parka.

price of $112.50, Obermeyer’s expected profit on each
parka sold was approximately 24%($112.50) = $27,
and its expected loss on each parka left unsold was
approximately 8%($112.50) = $9.

A Sample Problem

To build his intuition about how to make production
decisions, he decided to look at a smaller version
of the company's problem. He looked at the Buying
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