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Batch production
Producing a limited number of identical items, e.g. 20 size 8 red 
skirts. Once one batch is finished, production moves on to the 
next (size 10 skirts?) Batch production is far less automated than 
flow production, but less labour-intensive than job production. 
Often, batch production requires human skill supplemented by 
some mechanisation.

 troublesome terms

Operations
Each of the following terms in operations (resource) 
management causes problems for students in exams. You may 
think you know capacity utilisation and quality control. But 
do you know them well enough to impress an examiner? 

Buffer stock
The minimum level of stock a business desires to hold at all times. It 
provides the buffer zone between regular stock usage and deliveries, 
and the threat of running out of stock altogether. A business sets a 
high buffer level for production components that are essential but 
inexpensive, and may set a zero buffer level if the business wants to 
move to just-in-time production. 

Capacity utilisation
Actual output as a percentage of maximum possible output. This is 
important because the size and scale of a factory (maximum output) 
determines the fixed costs of operation, i.e. a huge factory will have 
huge fixed costs. If actual output is low, it’s hard to cover the high 
fixed costs, leaving profitability in tatters. Capital-intensive production

Production based on machinery (capital) rather than human labour. 
It may be a flow production system that is near-fully automated, 
with staff acting as supervisors only, because robots have replaced 
production line workers. Such a system will have very low labour 
costs per unit, but high fixed costs leave the system vulnerable to a 
change in consumer tastes, a fierce new competitor or an economic 
downturn (see Business Review, Vol. 26, No. 2, pp. 26–29).

Cell production
Production broken down into a series of stages in which groups 
of staff work in teams. Those within the production cell will be 
responsible for quality as well as quantity — perhaps forming the 
basis for a quality assurance scheme.

Cell production is often used as part of a lean production system, 
and may also form the basis for a quality circle approach to 
quality improvement. Competitiveness

The ability of a company (or country) to sell successfully in the face 
of rivals. This can be achieved either by being cost-competitive, and 
therefore able to undercut others’ prices, or by producing better-
designed, manufactured or branded goods that people want to buy, 
whatever the price. 

Efficiency
Fulfilling customer requirements at as low a cost as possible. The 
key is the fulfilment, whether it’s a fantastic birthday dinner for 
grandma’s 70th or a white Magnum in perfect condition at a shop in 
the park on a hot day. Efficiency means more than just productivity or 
capacity utilisation. Job production

Supplying a good or service to an individual’s precisely tailored 
requirements. This might be a hand-made wedding dress or a newly 
painted front door. Every job is (perhaps subtly) different from every 
other one. Traditionally that required human labour, but perhaps 
robots with artificial intelligence will be capable of this in the future.
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Just-in-time (JIT) production
A production system that seeks to minimise waste of resources by 
minimising all forms of stock/inventory — both buffer stock and 
work-in-progress. This is achieved by producing to order, which 
not only guarantees no stocks of finished goods but also enables 
the work to be planned so that new supplies arrive just in time 
before current stocks run out. JIT is an attempt to avoid buffer 
stocks altogether.

Stock control diagram
A ‘bar-gate’ graph showing stock levels falling as stocks are used or 
sold, then being replenished when new deliveries push the inventory 
level back towards its maximum. Horizontal lines show the maximum 
stock capacity and the desired minimum (buffer) stock level.

Stock (inventory) management
Getting the right balance between cost-effectiveness (low stock 
levels) and customer satisfaction (high stock levels) to optimise 
short- and long-term profitability. Customers hate empty shelves, but 
accountants love low stock levels.

Underutilisation of capacity
If actual output is only half the maximum capacity, fixed costs per 
unit (or per passenger, or per customer) will be twice as high as they 
would be if capacity utilisation was 100%. This is a reminder that 
fixed costs per unit vary inversely to changes in capacity utilisation.
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Lean production
A production philosophy based on waste minimisation. This applies 
to wasted capital (tied up in stock), wasted resources (due to failure 
to get production right first time, perhaps) and wasted labour. This 
approach began with Toyota in Japan and has influenced businesses 
worldwide, especially through JIT production.

Productivity
The amount of output achieved per unit of input, per time period. 
Usually companies look at labour productivity, e.g. output per 
worker per hour. The key thing is to beware confusing productivity 
with production. Production is the quantity produced, whereas 
productivity is the efficiency with which it’s produced.

Quality control
Preventing poor production standards reaching the customer, using 
quality inspection teams at the end of the production line. So the 
goal isn’t to prevent mistakes, it’s to prevent them getting to the 
customer. By contrast, quality assurance tries to build quality into the 
product by self-checking at every stage in the process. 


