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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	Question 1 

i. Arnold, Chapman & Clive, (c2008) refer to materials management as having one department responsible for planning, coordinating, sourcing, purchasing, storing, moving and controlling the flow of materials, from supplier through production to consumer. They also state that companies wishing to minimize costs and provide a better service to the customer will adopt a materials management system resulting in the better use of resources and higher profits as the cost for building material can account for between 60 and 70 % of a project.
Material management can also be defined as “the process of management requiring supervision, coordination, and execution of tasks involving the flow of materials to an organisation, within the organisation or out of the organisation in an integrated manner.” Material management has a wide scope with indirect and direct ramifications on numerous departments within a company, below I mention a few.
Primary Functions
· Material Planning and Control (Material Requirement Planning (MRP))
· Purchasing (Inventory Arrangement and Control)
· Stores and Inventory Control (Continual and effective flow and supply of materials, material quality control, system efficiency)
Secondary Functions
· Standardization and Generalization 
· Product Design and Development
· Manufacturing and Purchase Decisions
· Material Coding and Classification
· Estimation and Planning


ii. Vskillsin, (2013) classifies the functions of materials management into two groups, primary and secondary functions, these two groups help the organization meet their primary and secondary objectives of material management. Primary functions which help the company meet their primary objectives are –
1. Material Planning and Control (Material Requirement Planning (MRP)) – MRP is a production planning and inventory control system that tries to ensure adequate levels of inventory are kept to meet demand. This is done utilizing production plans and schedules to forecast when the goods will be required and the estimated bill of materials to ensure that the correct amount of material is ordered. Production needs to be closely monitored to ensure that they are meeting the expected output based on initial estimates of raw product.
2. Purchasing (Inventory Arrangement and Control) Purchasing forms part of material management. It involves identifying and selecting to correct suppliers, agreeing purchase terms, placing orders, supplier payments and evaluations of the supplier performances.
3. Stores and Inventory Control (Continual and effective flow and supply of materials, material quality control, system efficiency) This will involve checking stock and ensuring that what is recorded in the records is actually in stock. This in turn ensure a continual and effective flow of inventory ensuring there is no old stock and keeping the construction site operating. Material quality control forms part of this, ensuring that all products received and sent out are to a particular standard as this ensures that the final product is to standard. Activities included in this are - 
· Physical control of materials and maintaining store records
· Minimizing damages and aging (Quality) 
· Accurate location and stocking of materials. 
· Setting inventory levels including limits for safety stock
· Fixing cost of materials to order
· ABC analysis
· Lead time analysis
· Reporting.
There are a few secondary functions to be considered for secondary objectives, these include Standardization and Generalization which helps to reduce waste and lower costs as standard materials are usually obtained at cheaper prices with shorter lead times helping to reduce the company stock. Product design and Development buy utilizing advanced technology like CAD or BIM the company gains flexibility with the materials it can use. Manufacturing or Purchasing Decisions, does the company want to buy prefabricated items or build them onsite, is there spare capacity to do this, are there facilities on site to handle larger items. Can we store these items, how much can we save?  Estimation and planning, estimating the market demand helps forecast the amount of raw product required. A good example of this was when the construction industry boomed a few years back and there were large demands for reinforcing bar and shortages.

iii. Pressbookscom (2019) refers to the advantages of multi-site decentralisation or the disadvantages of integrated materials management as –
·  Disjoined co-ordination with operating departments: The greatest dis advantage of integrated materials management is that there is a lot less co-ordination of procurement activities with the activities of the using departments at each site. When a centralized procurement unit is located away from the operating site, procurement personnel are away from the users’ and do not get a unique feeling of the site issues. Buyers are unable to personally discuss procurement matters with using supervisors and are unable to create a close working relationship with suppliers’ technical representatives. 
· Slower speed to the operation: A Procurement department located away from the site cannot respond as quick as one located on site to the site’s needs. Having to forward information to a head office can lengthen the process. If everything runs according to plan then this should not be an issue, unfortunately in reality there are always deviations from the schedule and every minute counts to try and get things back on track 
· Reduced use of local sources: When a company has sites in many different regions, it can be difficult for a centralised materials management system to find and develop potentially good suppliers local to each site. This can mean higher transport costs and reduced local support technically and financially 
· No site autonomy: Site managers who should have full authority of expenses due to his profit and loss accountability lose this when the materials management is not handled on site 

iv. Gordon (c2008,pg4) refers to vendor rating as “The process of evaluating, measuring and monitoring supplier performance and supplier’s business processes and practices for the purposes of reducing costs. mitigating risk and driving continuous improvement.” Poor performance by vendors can lead to delays in projects and uncertainty surrounding on-time deliveries and quantities that can be expected, this all results in additional costs to the company due to over running on the project and higher purchase costs caused by sourcing items as an emergency from other suppliers. 
To ensure that everything runs smoothly purchasing needs to carry out frequent vendor performance assessments to identify the most reliable suppliers. Factors that may be included in the assessment are –
· Ability to follow delivery schedules, quantity schedules and specifications 
· Flexibility and willingness to cooperate
· General attitude to supplying a service
· Pricing and future capability of supplier 
· Technical ability - testing facility and certification 
· Delivery cost and overall efficiency and scope of delivery

There are 3 methods of rating suppliers, namely the Weighted Point Method, Checklist Method and Critical Incident Method 

Weighted Point Method 
This is when weights are assigned by an organization to factors, they consider to be of utmost importance to them in the purchasing process. Vendors performance is then assessed based on these factors and weights. vendors are then compared to a benchmark and given a rating. Example –
	Item
	Weight %

	Price
	40

	Quality
	20

	Delivery
	40


Rating = (Lowest market price / Price of vendor) X 0.4 + (No of lots accepted / No of lots delivered) X 0.2 + (Expected delivery time / Actual delivery time )X 0.4 

Checklist Method 
A check list of questions on specific factors is circulated to the respective departments so that they can supply their assessment. The results are all collected and reviewed to give a rating for each vendor.

Critical Incident Method 
All significant events which may include incidents that affected production in one or other way such as delayed deliveries and defective items that have occurred in the past are recorded. These are then used to give the vendor an overall rating.

v. The advantages of a separate materials management system are as follows
· Better Accountability – By centralizing responsibility and authority for all aspects of the material management system better accountability is achieved. Problems are resolved quicker from a central point and performances evaluated objectively  
· Better Coordination – Trust and relations between user departments and material management is seen to be higher due to better support and corporation when problems are handled from a central point.
· Better Performance – Administrative and production matters and handled a lot quicker and with more accuracy. In order to make good decisions a swift collection, collation and analysis of data is important. These help to reduce stock, costs and lead time with resulting in less paperwork and excellent stock turnover.
· Adaptability to EDP (Electronic Data Processing) – It is easier and far more cost effective to introduce an EDP system under the separate material management system due to its centralised characteristics which facilitates collection, collation and analysis of data for timely decision-making.
· Other Advantages – Potential for career growth and development due to the wide array of exposure given for all aspects of material management. Team spirit and cooperation are also nurtured under this scheme.

Question 2 

Having worked for and worked with numerous multinational organizations I have seen many issues with coding and classification especially when it comes to costing. Items that are identical can have different codes, this is done as one piece of equipment can be seen as a more unique or better-quality item and its components can therefor have a higher asking price. Coding is not always easily understood as there can be a large variety of items that all have different uses i.e. chemicals, silicon, screws, nails so these could have the same family code with long complex codes after.

Batch dates on items with expiry dates should be taken into consideration when coding, items like cement, rubbers, sealants need to be used on a first in first out (FIFO). On older systems coding is not always uniform, changes in technology have resulted in far more options being available and these where not always considered, suppliers change the names and update product ranges which can be confusing based on the original coding. The advantages that coding brings can not always be utilized as sometimes long descriptions are still required. When there are 2 suppliers for the same item you might still have two items under different parts so that the buyer knows where to buy each item from. When using a unique code there is sometimes limitations on supply as the user might require something that there are alternatives too but the stores are unable to identify the alternate based on a code.
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