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CHAPTER NO- 6.0 

Date:10/06/2021 

CHAPTER TITLE: PRODUCTION MANAGEMENT 

Meaning of Production: 

 

Production is the process of making, harvesting or creating something or the amount of 

something that was made or harvested. Production is the method of turning raw materials or 

inputs into finished goods or products in a manufacturing process. In other words, it means the 

creation of something from basic inputs. 

Thus production is- 

1. The act or process of producing 

2. The rate of producing or amount produced 

3.  

a. Something produced; product 

b. A work of art, literature, etc. 

c. A work produced on the stage, as a film, etc. 

4. The making of a film or video, specif., the phase involving actual shooting 

5. The creation of economic value; producing of goods and services 

Production Management: 

Production Management refers to the application of management principles to the production 

function in a factory. In other words, production management involves application of planning, 

organizing, directing and controlling the production process. 

Production management deals with converting raw materials into finished goods or products. It 

brings together the 6M's i.e. men, money, machines, materials, methods and markets to satisfy 

the wants of the people.Production management also deals with decision-making regarding the 

quality, quantity, cost, etc., of production. It applies management principles to production. 
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Production management is a part of business management. It is also called "Production 

Function." 

Definition of Production Management 

According to Elwood Spencer Buffa,"Production management deals with decision-making 

related to production processes so that the resulting goods or service is produced according to 

specification, in the amount and by the schedule demanded and at minimum cost." 

By the words of Mr, E.L. Brech: 

“Production Management is the process of effective planning and regulating the operations of 

that section of an enterprise which is responsible for the actual transformation of materials into 

finished products.” 

In short, the main activities of production management can be listed as: 

(i) Specification and procurement of input resources namely management, material, and land, 

labour, equipment and capital. 

(ii) Product design and development to determine the production process for transforming the 

input factors into output of goods and services. 

(iii) Supervision and control of transformation process for efficient production of goods and 

services. 

------------------- 
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Date:11/06/2021 

OBJECTIVES OF PRODUCTION MANAGEMENT 

Objectives are the foundation of production management without which the production cannot 

get completed. Production management deals with decision-making related to production 

processes so that the resulting goods or service is produced according to specification, in the 

amount and by the schedule demanded and at minimum cost. 

 

1.Right Quality 

The quality of the product is a very important parameter for every organization without quality 

the product cannot establish itself in the competitive market. Today’s the market is a buyers’ 

market so one has to be very conscious about the quality aspect. 

2. Right Quantity 

 The manufacturing organization should always be in the position to produce the product in the 

right number to the required quantity to satisfy the customer needs. 
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3) Right Time 

The time factor is very important in business timeliness of delivery is an important parameter as 

it judges the effectiveness of the production department. 

4) Right Manufacturing Cost 

Manufacturing cost is established before the product is actually manufactured because it can be a 

major distinguishing feature of the product. 

Some other objectives are- 

1. To produce the goods as per the quality demanded by the customers in most economic 

manner. 

2. To sustain as well as to increase the level of customer satisfaction. 

3. To make improvement in existing goods and services by regular innovations. 

4. To maintain inventory at such levels that there may not be the blockage of working 

capital due toexcessive stock and the production may not hamper due to unavailability of 

stock. 

5. To ensure uninterrupted supply of goods and services in right quantity at right time and at 

rightplace. 

6. To produce the goods as per market demand. 

7. To keep proper maintenance of plant and machinery. 

Characteristics of production management: 

1. Production Management is the process of effective planning. It helps in regulating the 

operations of that section of an enterprise which is responsible for the actual transformation of 

materials into finished products. 

2. Related to the production process. Goods and services are produced in accordance with the 

quantitative specifications and demand schedule with minimum cost. 
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3. Production Management is a set of general principles for production .Production management 

has a set of certain principles like economies, facility design, job design, schedule design, quality 

control, inventory control, work-study and cost, and budgetary control 

------------ 
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Date:14/06/2021 

FUNCTIONS AND SCOPE OF PRODUCTION MANAGEMENT: 

 

1. Selection of Product and Design: 

Production management first selects the right product for production. Then it selects the right 

design for the product. Care must be taken while selecting the product and design because the 

survival and success of the company depend on it. The product must be selected only after 

detailed evaluation of all the other alternative products. After selecting the right product, the 

right design must be selected. The design must be according to the customers' requirements. 

It must give the customers maximum value at the lowest cost. So, production management 

must use techniques such as value engineering and value analysis. 

 

 

 



COURSE TITLE: INDUSTRIAL MANAGEMENT AND ENTREPRENEURSHIP 

 

7 
 

2. Selection of Production Process:- 

Production management must select the right production process. They must decide about the 

type of technology, machines, material handling system, etc. 

3. Selecting Right Production Capacity 

Production management must select the right production capacity to match the demand for the 

product. This is because more or less capacity will create problems. The production manager 

must plan the capacity for both short and long term's production. He must use break-even 

analysis for capacity planning. 

4. Production Planning 

Production management includes production planning. Here, the production manager decides 

about the routing and scheduling. 

Routing means deciding the path of work and the sequence of operations. The main objective of 

routing is to find out the best and most economical sequence of operations to be followed in the 

manufacturing process. Routing ensures a smooth flow of work. 

Scheduling means to decide when to start and when to complete a particular production activity. 

5. Production Control 

Production management also includes production control. The manager has to monitor and 

control the production. He has to find out whether the actual production is done as per plans or 

not. He has to compare actual production with the plans and finds out the deviations. He then 

takes necessary steps to correct these deviations. 

6. Quality and Cost Control 

Production management also includes quality and cost control. Quality and Cost Control are 

given a lot of importance in today's competitive world. Customers all over the world want good-

quality products at cheapest prices. To satisfy this demand of consumers, the production manager 

must continuously improve the quality of his products. Along with this, he must also take 

essential steps to reduce the cost of his products. 
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7. Inventory Control 

Production management also includes inventory control. The production manager must monitor 

the level of inventories. There must be neither over stocking nor under stocking of inventories.  

If there is an overstocking, then the working capital will be blocked, and the materials may be 

spoiled, wasted or misused. 

If there is an under stocking, then production will not take place as per schedule, and deliveries 

will be affected. 

8. Maintenance and Replacement of Machines 

Production management ensures proper maintenance and replacement of machines and 

equipment. The production manager must have an efficient system for continuous inspection 

(routine checks), cleaning, oiling, maintenance and replacement of machines, equipment, spare 

parts, etc. This prevents breakdown of machines and avoids production halts. 

 

 

------------- 
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Date:15/06/2021 

INVENTORY MANAGEMENT: 

Inventory meaning:- 

Inventory or stock is the goods and materials that a business holds for the ultimate goal of 

resale. Inventory is the array of finished goods or goods used in production held by a company. 

Inventory can be valued in three ways. The first-in, first-out (FIFO) method says that the 

cost of goods sold is based on the cost of the earliest purchased materials. The last-in, first-out 

(LIFO) method states that the cost of goods sold is valued using the cost of the latest purchased 

materials. The weighted average method requires valuing both inventory and the cost of goods 

sold based on the average cost of all materials bought during the period. 

 

Inventory management: 

 

Inventory management is a discipline primarily about specifying the shape and placement of 

stocked goods. Inventory management is a systematic approach to sourcing, storing, and selling 

inventory both raw materials (components) and finished goods (products). 

In business terms, inventory management means the right stock, at the right levels, in the right 

place, at the right time, and at the right cost as well as price. 

Inventory management is the act of keeping track of a company’s stocked goods and monitoring 

their weight, dimensions, amounts, and location. The goal of inventory management is to 

minimize the cost of holding inventory by helping business owners know when it’s time to 

replenish products, or buy more materials to manufacture them. 

Why inventory management is important? 

 

Effective inventory management is essential for ensuring a business has enough stock on hand to 

meet customer demand. If inventory management is not handled properly it can result in a 

business either losing money on potential sales that can’t be filled, or wasting money by stocking 
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too much inventory. An inventory management system can also help you prevent a number of 

other mistakes. 

 

 

 

 

 


