ABSTRACT
EFFICIENCY BASED PRODUCTION PLANNING AND CONTROL

1.0 Rationale for the study

Production Planning and Control (PPC), an important managerial function determines the
quantity of outputs to be produced, the expected levels of inventory and work force or any
other resources required for the planning period. The mathematical programming
approaches for PPC involve minimizing a cost function subject to constraints on resource
availability (technology) and demand. This requires data on procurement costs of inputs,
processing costs, selling prices of outputs and demand forecasts. The traditional approach

can, in general, be said to be one of maximizing profits.

However, in not-for-profit sector comprising public utilities and voluntary organizations, the
primary goal might not be profit maximization. Moreover, the cost of inputs consumed
and/or the price of outputs produced are not readily available. Similarly, in public sector,
goods and services produced often have captive markets and are sold at administered
prices (coal and electricity supplied by public utilities). In many cases, inputs might be
obtained at administered prices (crude oil supplied to public sector refineries). In other
situations, sister concerns within a conglomerate might resort to transfer pricing. Pricing
mechanisms, both administered and transfer, being externally decided might induce bias in
decision making.

Various other situations could also be identified where data on costs of inputs or prices of
outputs are not reliably available. Yet, planning for higher productivity is important in these
sectors. Consequently,alternate methods of production planning which do not require data
on cost of inputs and price of outputs are desirable. However, a survey of literature on
production planning and control, clearly show the overwhelming bias of traditional
production planning approaches towards optimizing profits/costs. This provides the
rationale for the dissertation. |

2.0 Objective and Significance
An alternate approach to production planning could be to optimize on some operational

parameter, such as efficiency of the production process. For a firm to be technically

efficient, it should produce more outputs for less inputs. Data Envelopment Analysis (DEA)






