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1.

i. Defining materials management and its scope.

Definition of Material Management

The process of an organisation supplying goods and services to achieve the right quality,right quantity,right place at the right time managing control of the stock while keeping the cost low.

This process can be broken down into various disciplines.Planning,sourcing,purchasing, moving and storage. By controlling,supervising the events of inputs into outputs and measuring will aid with keeping material cost low.

ii. The various functions and objectives of materials management.

The various functions of material management covers;

Material Handling- is the process of taking the Sales Forecast and Production plans to measure or estimate amount of materials required to produce the final product. By scheduling orders and liasing between production and sales it aims to achieve it’s objective to procure the material,prepare budgets and measure performance.

Purchasing- by procurement you can decide on the quality,cost,volume and lead time being offered and accepted by contract negotiation.A good understanding of your needs by the supplier has to be projected and therefore bonding the  relationship. From ordering ,delivery and  payments there has to be a good correlation. The process will also require that the supplier in some cases to provide evidence that the material is from a sustainable resource and that no infringement of the regulations that monitor and control the purchasing of materials are being ignored.

Inventory and Management - By setting the stock level based on production  requirements you have to be accountable for what is in stock, what is in transit (ordered),what is in the work in progress(on the ground). It is important to have enough stock in emergencies in case there is a delay with the supplier or the order requirements change. However by having to much stock can also be undesirable as not only can this cause a stock holding problem but some materials have a shelf life which could become obsolete. Too much stock can tie up your money,not enough will loose money and reduce productivity.All stock has to use Codification ,the process of numbering your stock with a code to provide an inventory list of it’s components that can be used to measure the usage and stock level required at all times. It clearly identifies the component to prevent duplication and incorrect specification held. The control of stock taking ensures the quantity in stock is represented in the company accounting as all stock has a valuation added to it. Any unaccounted  or loss of stock will become a stock cost write off and reduce the company assets and therefore reduce it’s net profit.

Value Analysis represents the costs added to the material and the calculation of the product inefficiency .

One consideration is Waste Management- the accountability on measuring the input and output of waste,which forms a part of the material management process. By reducing waste it can save money,help the environment and even make money on the bi product.

Waste has to be controlled and placed in a stock holding area awaiting to be dispatched and disposed.Some material waste can be classified as hazardous so precaution and disposal has to be carefully considered and managed. Integrated waste management can lead to an efficient service delivering cost savings by determining what types of waste material,how it is discarded and in what proportion.

Quality Control checks the quality of the goods,this also assist with the reduction of client complaint that can damage and cost the company reputation and book value.

iii. Discuss the possible disadvantages of “integrated materials management approach”.

‘Integrated materials management approach’ takes all the disciplines planning,sourcing,purchasing, moving and storage under one management control(roof) instead of being  departmentalised and managed independently. The consequence or disadvantage of such an approach is that a company that may centralize the purchasing department may cover other projects and therefore are able to obtain better bulk buying deals when it comes to standardised equipment. The approach can even miss components relevant to other groups,such as renewing contracts with suppliers. Quality of the product may go unchecked which causes delays so therefore there is a need for good observation. A centralized purchasing environment will have an Internal Marketing research department where it will look at new technology,check quality and the standard and measure the supplier chain link performance on a wider scale.

iv. Various vendor rating techniques. Why an organisation should try to rate its vendor?

There is good reason for rating a supplier as the effect that a supplier can have on your business will effect time,money,quality and performance. Therefore part of the Risk Management should concern itself and take into account delivery targets,lead times,compliance’s,financial stability of the supplier,pricing fluctuations,being competitive and customer service.This assessment is known as ‘supplier screening’.By rating it’s vendors it can ascertain their performance may it be Week,Variable,Positive or Strong.

There are different methods used in measuring vendors;

Weighted Point Method- takes a scale of 0 to 10 to represent points to evaluate the vendor performance based on KPI (key performance indicators). 

example;

KPI 



vendor 1 
vendor 2
vendor 3
 

Quality



10
      
   5                      10     


Performance history 
 
 5
                 3                      10     



Compliance observation
  5      
                 3                      10    




Technical Capability

10                          2                        5    




Net Price


10
     
    1                        6    


 

Financial position

10

    5
              10

Training Aid


  5

    0
                 7

Repair Service


10
                 6

    6

Delivery


  8

    6

    4

Attitude


  6
 
    9

    8

Packaging Ability

10

    5

   10


Score Total
              89
                45
                 86

This checklist can be split into ‘importance’ level to ascertain the criteria that is most important to the user.(vital,high,slight or low). This can then be calculated in a mathematical equation.

Checklist Method - The list comprises of assessments carried out by individual users that then rates the performance by using a series of questions that is then combined into a list of ratings.Each item is weighted by item’s of importance.

Critical Incident Method- Performs appraisals on incidents that measure specific events that went well and not so well. A record of the vendors performance is generally kept which aids with the management decision of how a particular vendor has performed.

v. Advantages of a construction agency.

By centralizing the purchasing department for material management  a construction agency benefits by imposing material control and efficiency.As a procurement or purchasing manager is assigned purely for this task,it focuses on one process.It offers better accountability,better coordination, better performance and can be economic.

Key Advantages are;

-Bulk buying of materials can be purchased at a lower price

-Maintain records

-Maintain uniformity

-Avoids reckless purchases

-Delivery cost from bulk buying can be reduced

-Helps prevent duplication or efforts

-Adaptability to EDP (Electronic Data Processing)

Activity (5)

As part of my experience from being a Financial Manager,Financial Planner & Analysis Manager and International Operational Manager I have had the knowledge of various techniques in using EDP(Electronic Data Processing) which I have had to manage review,use and introduce.

The problems that have derived from the equipment is the quality of the product,it’s software and the problems arise from auditing. 

The price for high quality equipment can escalate and dependability on IT department and data storage space as well as software bugs,being able to train it’s users and licensing.

A large investment in many cases is needed to build a program,utilize a market product into your business and the equipment needed including resources is daunting and an area which in my case was inadequately funded. In my analysis my recommendations had to be made by building a Business Case to improve he quality of the equipment such as bar code readers and servers.

The concept of using the Data and eradicating the use of stock control by means of labour intensified stock control which has many errors seem to work and is able to provide a good service

Most of my recommendations apart from the organisation set up is that of the equipment as it tended to brake down especially at crucial year end audits and in most cases the EDP was unable to provide the material handling of ‘Last in First Out’ (LIFO) which is used for valuation of inventory and the store layout of it’s components, so changes in the store personnel process had to be made so that they where aware of the accountability needs required to facilitate this.
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