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This production strategy is used when the company seeks to sustain an average production level. The inventory is used to identify variations in demand, with periods of low demand leading to surplus production being stored as inventory or supplementary stock for high demand periods. The level of production is realized through a calculation of current productivity. Production is then set at a fixed rate. This strategy is used for the purpose of achieving constant production each production period and a stable workforce with fixed working hours. The cost of holding inventory is the cost of this strategy, as the status of the held inventory determines the viability and success of this production strategy.
This production strategy is largely used in heavy manufacturing industries and in businesses where the demand is cyclical or seasonal in nature. This includes companies that manufacture aircraft engine parts or companies that produce automobile parts. The company identifies its production target and develops a production plan in accordance with the production targets and expected time of delivery. An automobile parts manufacturer that identifies a target of 10,000 units within 20 working days is able to determine that 500 units need to be produced every working day. The level production strategy is therefore a suitable strategy for this company as it allows the business to produce equal to the average demand for the product.
