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1. Difference between production and productivity

Production Productivity
. the process transforms input into goods and . Is the output per an input per period of time. It also
services (output) measures efficiency.
o Output
Productivity =
Input
Company A Company B
Productivity of labour Number of workers 5 10
Total Output (Units) 500 2500

Productivity




2. Benefits of increasing efficiency and how to increase it

Benefits of increasing efficiency/

oroductivity Methods to improve productivity
1. Input can generate more outpults. 1. Increasing wages to motivate worker
2. Cost per unit is lower. 2. Introducing new technology
3. Fewer workers may be needed in the 3. Using machines in the production

production, resulting in lower labour cost. 4. Training staff to be more efficient

4. Workers may get higher wages as they can 5. Improving the layout of the machines in the

contribute to more outputs. factory to reduce wasted time and therefore

Increase efficiency.
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3. Why businesses hold inventories

Why does a business hold inventories(Stock); Business needs to ensure that there is enough inventory to
satisfy customers’ demand.

The forms of inventory includes raw materials, ventry
components and finished goods.

Maximum inventory level

Minimum of buffer
inventory level

The buffer inventory level : is the inventory held Aot of o
to deal with uncertainty in customer demand and ovels back 10 he
deliveries of supplies.

= high storage cost

and high cost of product waste. The money can be

spent on better use. > Time

Time taken Lead time Lead time

for goods
ordered to

= there Is not bo

delivered

enough products for customers.



4. The concept of lean production

7 types of waste in production

1.0verproduction - this results in high storage cost and

7 Wastes of Lean

|

damaged goods.
2. Waiting - when goods are not processing.

._

Waiting Defects Overproduction

3. Transportation - moving goods around unnecessarily

4. Unnecessary inventory - holding too much inventories has

storage cost and it takes up space.

A 'ﬁ\ % ok 1 5. Motion - moving machines and workers unnecessarily.
6. Over-processing - using a complex machine to do simple

Transportation Over-processing

Inventory

Motion

tasks is wasteful.
/. Defects - defect products take time to fix and inspect

Reference: kanbanize.com
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Methods

4. The concept of lean production

1. Kaizen

2. Just in time

3. Cell production

of lean

Continuous improvement and
focusing on to eliminate waste

IS a production method that
iInvolves In

IS where the

* Reducing work-in-progress.
* Improving the layout of the
factory.

space
* Improving cash flow by selling
the finished product quickly

Meaning from who each cell makes a part
discuss together (not from of finished goods in stead of
technology). using flow production.

* The products are made just in .
 Organising the flow of time oFr)dered by customerjs. The r:::gzgzz SC:rCT)]OTnZC;\i\;C\);th
Example production to reduce time for ot AR N vered iUst - P
workers to walk ran J minimal transport.
In time to be produced.
* Increasing productivity. * Reducing inventory cost and * Employees feel more important
* Reducing space for the storage cost to business as they contributes
Advantages production process. Requiring smaller warehouse finished goods.




5. Benefits of lean production

. Low storage cost of inventories and raw materials

. Faster production of goods and services.

. Reducing chance of customer dissatisfaction from defects
. Better use of equipment

. Speed up production by cutting unnecessary processes

. Less money tied up In inventories and raw materials

. Reducing chance for workers to get injure during work

v Cost
v Defects
W Lead ti
+’Inven \
\/Spa.ce\
VvWaste

& Productivity

VCus’romeh satisfaction
&’ On time delivery

v Profit

v Quality
« Cash flow
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1. The main methods of production

Job production Batch production Flow production
IS where a single product is made IS where quantity one product is IS where large quantities of
at a time. made then quantity another items | products are produced In
will be produced. continuous process.
e.g. a custom-made dress (made e.g. batches of bread(making a e.g. bottling plant (mass
to order) chocolate bread and then make production in continuous

process)

-‘%“‘ ANE

\ \&

I | \ Z

| | :

\\ . N | D \ O /
: / ‘. (0oo0o0o0o0 .|’

- - -

1 ™ \upiad “TTTT —

Job Production Batch production Flow production
O ]

EDITABLE STROKE

EDITABLE STROKE

EDITABLE STROKE 3
E] alamy stock photo

)
E) alamy stock photo

B
El alamy stock photo




2. Job production

Advantages of job production Disadvantages of job production
1. Job production is most suifable for personal 1. It may require high skilled labour.
services(e.g.massage) or one-off
products(e.g. a custom-made dress). 2. Costs are high as the job production is

often labour intensive.
2. The product perfectly respond each
customer request. 3. It may take a long time to produce the
products.

3. Workers are motivated from having varied
jobs. 4. The cost of product defect is expensive as
the products are specially made to order.

4. It can contribute high quality products which
can be charged high prices. 5. The cost of material maybe expensive as it
IS specially purchased.
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Advantages of batch production

3. Batch production

Disadvantages of batch production

1. It is a flexible way of production as it is easy
to change from one product to another.

2. There still have some variety of jobs for
workers.

3. It generates more variety of products which
are identical.

4. If machinery breaks down, the whole
production may not be stopped.

1. Itis costly to move semi-finished or finished
products.

2. It needs to reset machines between
production batches. It wastes time and causes
output lost.

3. It requires warehouse space to stock
materials.
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Advantages of flow production

4. Flow production

Disadvantages of flow production

1. It is a large scale of production and the
products are standardized.

2. Cost per unit is kept low.

3. The production is capital-intensive which
reduces labour cost and increases efficiency.

4. |t can achieve economies of scales,
resulting in lower average cost.

5. Automated production lines can be operated
24 hours a day.

6.Goods are produced quickly and cheaply.

1. The automated system is boring for workers
and it causes low job satisfaction.

2. It requires a storage of raw materials and
finished goods.

3. It requires high budget to invest in
machines.

4. If a machine breaks down, the whole
production line will be halted.

Khockout.Economics by Kru P'Eve and P'Da




9. Recommend and justify an appropriate production
method for a given situation

1. The nature of product
. Individual services =

. Mass production =

2. The size of the market
: Demand is high and more products can be sold at a certain quantity =

: Demand is small or niche market =
: World market demand =

3. The natural of demand
: Demand is large and steady e.g. water and soap =

: Demand is small and less frequent e.g. furniture =

4. The size of the business
: Small size with lack of funding for capital =

. Large size with a potential budget for automated production =
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1. How technology has changed production methods

2. Advantages and disadvantages of new technology
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1. How technology has changed production methods

Technology can help business to reduce cost and reduce price in order to be competitive in the market.

1. Automation 2. Mechanisation 3. C.AD :
(computer aided design)

' *is where the equipment is ; , ----------------------- . *is computer software that draws
5 controlled by combuter to run 5 . “Is where the production is done . products from all designed more 5
| y P E by machines but controlled by 5 . quickly. It is useful for creating

5 mgchamcal Processes, €.g. a : oeople, e.g. washing machine new product design and restylingi
. painting spay on car body. ; ; | . existing products. |

4. CAM 5. CIM (computer integrated

(computer aided manufacture) manufacturing)

e h " trol . “is the total integration of computer
. 1S Where computers contro : . aided design (CAD) and computer

machines or robots in the . aided manufacturing (CAM), e.g.

roduction process, e.qg. a Computer used to create product
P P J + design is linked with computer used

computer controls painting robot. : " to control production.



1. How technology has changed production methods

Technology can help business to improve productivity in shop by electronic payment methods and
scanners at the tills.

1. EPOS ( electronic point of sales) 2. EFTPOS (electronic funds transfer

at point of sales)

. ' * is where an electronic cash register
.~ Is where the operator scans the .~ at the tills is connected to the retailer’s:

. barcode of each item bought by . main computer and banks. This is

. customers at checkouts 5 . used for payment by debit and credit
- | ' - card.




2. Advantages and disadvantages of new technology

Advantages of new technology

1. Greater productivity

2. Greater job satisfaction as routine and boring
jobs are done by machines.

3. Improving skills for labour to be able to work
with capital.

4. Better product quality standards

5. Quicker communication

6. Better inventory management

Disadvantages of new technology

1. Machines replace workers, resulting in rising
In unemployment.

2. Requiring large budget for investment in
machines and technology.

3. High risk from investment in technology as
revenue might not cover cost of investment.

4. Workers have to adjust their work practice
when new technology is introduced, resulting Iin

low job satisfaction.
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Exercise

ABC company produces car parts and sell them to car manufactures in the country. The company decided
to use flow production as it can exploit benefits from economies of scale. Moreover, the business is planing

to replace old machines with new technology which can contribute more car parts.

1. Identify and explain one advantage and one disadvantage to ABC of using flow production. [4]

X0 AV 2= 1= T [ TR

0] = 1 = {0 1 T PP



Exercise

ABC company produces car parts and sell them to car manufactures in the country. The company decided
to use flow production as it can exploit benefits from economies of scale. Moreover, the business is planing

to replace old machines with new technology which can contribute more car parts.

1. Identify and explain one advantage and one disadvantage to ABC of using flow production. [4]

X0 AV 2= 1= T [ TR

0] = 1 = {0 1 T PP



Exercise

ABC company produces car parts and sell them to car manufactures in the country. The company decided
to use flow production as it can exploit benefits from economies of scale. Moreover, the business is planing

to replace old machines with new technology which can contribute more car parts.

1. Identify and explain one advantage and one disadvantage to ABC of using flow production. [4]

Advantages of flow production Disadvantages of flow production

1. Itis a large scale of production and the products are 1. The automated system is boring for workers and it causes low
standardized. job satisfaction.

2. Cost per unit is kept low.

3. The production is capital-intensive which reduces labour 2. It requires a storage of raw materials and finished goods.

cost and increases efficiency.

4. It can achieve economies of scales, resulting in lower 3. It requires high budget to invest in machines.

average cost.

5. Automated production lines can be operated 24 hours a 4. If a machine breaks down, the whole production line will be
day. halted.

6.Goods are produced quickly and cheaply.




Exercise

ABC company produces car parts and sell them to car manufactures in the country. The company decided
to use flow production as it can exploit benefits from economies of scale. Moreover, the business is

planing to replace old machines with new technology which can contribute more car parts.

2. ldentify and explain two ways that workers in ABC company can be affected by the introduction of new

technology [4]



Exercise

ABC company produces car parts and sell them to car manufactures in the country. The company decided to use flow

production as it can exploit benefits from economies of scale. Moreover, the business is planing to replace old machines with
new technology which can contribute more car parts.

2. ldentify and explain two ways that workers in ABC.company can be affected by the introduction of new technology [4]
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1. How technology has changed production methods

* Automation : is where the equipment is controlled by computer to run mechanical processes, e.g. a painting spay on car body.
* Mechanisation : is where the production is done by machines but controlled by people, e.g. washing machine

* CAD (computer aided design) : is computer software that draws products from all designed more quickly. It is useful for
creating new product design and restyling existing products.

* CAM (computer aided manufacture) : is where computers control machines or robots in the production process, e.g. a
computer controls painting robot.

* CIM (computer integrated manufacturing) is the total integration of computer aided design (CAD) and computer aided

manufacturing (CAM), e.g. Computer used to create product design is linked with computer used to control production.

* EPOS ( electronic point of sales) : is where the operator scans the barcode of each item bought by customers at checkouts.
* EFTPOS (electronic funds transfer at point of sales) : is where an electronic cash register at the tills is connected to the

retailer’s main computer and banks. This is used for payment by debit and credit card.



