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1. Define materials management and its scope.
          Being a ‘profitable’ business is the ability to manage materials efficiently and effectively. A good business management concept is one of cost reduction when dealing with material management, this will lead to maintaining a competitive and healthy edge in business. A plan is required and implemented from purchasing to handling materials for full benefits to be achieved from a cost reduction strategy.
          There are three differing approaches to the management of materials. These are centralized, decentralized and an integrated management of materials, with the latter being favored above others with many larger construction companies.
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          There are many elements involved in material management. Planning, sourcing and purchasing, storing, coordinating, moving and controlling are all amalgamated together and carried out in such a way as to keep costs of carrying out these activities to an absolute minimum to achieve maximum profit.
          Another definition of material management is “the process of management requiring supervision, coordination, and execution of tasks involving the flow of materials to an organization, within the organization or out of the organization in an integrated manner.”
           The scope of material management is a very broad spectrum and can have an impact on various departments within and organization, these impacts can either be direct or indirect.

2. Describe the various functions and objectives of materials management.
          Providing material cost can be suitably reduced it will become a vital function in an organization’s profability. There are a number of functions and objectives involved in material management.
           Material planning and control is normally carried out on sales forecasts and production plans. The materials quantity and type required to carry out the project are estimated, budgets are then prepared for procuring the materials, scheduling the orders of materials with various suppliers and finally the measurement and monitoring the expected output performances.
           Purchasing involves sourcing materials and finding a suitable supplier for said materials at the best possible price. The terms of purchases are then agreed with suppliers. The orders are then placed. Payments are made to the various suppliers. These suppliers are then evaluated and a measure of the performance is then made to determine their suitability for further projects.
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          Inventory control and stores are checks of what is held in the stores against the book records. The physical control of materials involves many activities, these involve the physical control of materials, minimize damage to materials through storage and then aging of materials, keeping stocks up and keeping the store records up to date along with accurate locations of stored materials. This element also involves setting inventory levels, fixing the cost of material that require ordering, ABC analysis, setting the safety limits for low stock levels, reports and the lead times for materials.

3. Discuss the possible disadvantages of “integrated materials management approach”.
           With integrated materials management within a construction company nearly all of the onus is put onto a material manager to exercise control and coordinate all activities across all of the individual departments. Continuous observation is required to oversee that all activities are running smoothly and in sync. Purchasing, planning, receiving, storing and inventory management are all key aspects of material management, if one of these aspects are overseen or has a problem it can have a detrimental impact of the phases of construction leading to delays and budget problems.
           Another issue facing integrated material management is when it comes to material qualities and specialized materials. The pursuit of lower cost materials could lead to a decrease in the quality of the materials, i.e. using cheaper suppliers, the implementation of this system could lead to a decrease in quality control measures.
          Cheaper suppliers could also lead to supply and demand issues due to lower stock supplies etc. This again could have an impact on construction on unwanted and unnecessary delays to the work schedule.
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4. What advantages does a construction agency derive by treating materials management as a separate and important function?
         There are a number of advantages of treating materials management as a separate function.
          Better accountability: - problems can be resolved quickly via a central point while performances can be evaluated objectively. Therefore, centralized authority and responsibility leads to better accountability.
          Better coordination: - user departments and material management encourages better relations and trust because any problems that may arise are dealt with at a central point reinforcing better support and cooperation.
           Better performance: - due to the quick communication via the different departments the speed and accuracy in administration and production is increased. Fast collection/collation of data aids in making good decisions relating to costs, stocks and lead times which leads to improved inventory turnover which again leads to less paperwork.
         Adaptability to EPD (electronic data processing):- advanced EPD can easily be introduced at an affordable cost, this can aids in collection, collation and data analysis critical to effective and timely decision making.
         Added bonuses can range from more opportunities for human resource growth and development, this is due to individuals being given the opportunity to be exposed to the bigger scope of the aspects of materials management. Cooperation and team spirit can be boosted and encouraged through this scheme.
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Activity:-
          Visit an organization which has already computerized its material management department. Study the system design for materials management, classification & coding system and find out any corrections or modification required.

           As I am currently in full time employment it is difficult to visit another organization. However, I currently work for a heating and ventilating company. In this industry material management can be computerized to a certain extent. The basis of materials or fittings as they are known is predominantly the same, the only difference being the sizes vary vastly. Therefore, prices between the same types of fitting can be very different from size to size. Fortunately the vast majority of plant and materials can be sourced from a single supplier, however, due to the high competition from suppliers prices on different items can vary, meaning that certain items may be purchased separately which in turn widens the supplier source. During the tendering process the quantities and sizes of fittings can be entered into the system, once all quantities have been determined these are forwarded onto various suppliers to obtain the best rates. On establishing the best quote/estimate from the supplier(s) this can be entered as a value on the system next to the relevant materials. This then gives a price break down for the required materials and from what supplier they are to be obtained from. The only shortfall from this system is that every job/project is different meaning that a material list needs to be produced for each job, this is also made harder by ever changing supplier prices and inflation. The only way to prevent changing prices is to fix prices with one supplier for a determined term and continuously use them as the primary supplier.
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