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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. 
	Material Management
Q1: 
	i. Define materials management and its scope.
ii. Describe the various functions and objectives of materials management.
iii. Discuss the possible disadvantages of "integrated materials management approach".
iv. Discuss the various vendor rating techniques. Why an organisation should try to rate its vendor?

v. What advantages does a construction agency derive by treating materials management as a separate and important function?
	
A1:

i. Materials management is defined as “the function responsible for the coordination of planning, sourcing, purchasing, moving, storing and controlling materials in an optimum manner so as to provide a pre-decided service to the customer at a minimum cost”. From the definition it is clear that the scope of materials management is vast.

Construction materials management is generally recognised to be the integrated coordination of materials takeoff, purchasing, expediting, receiving, warehousing and distribution. When these functions are not properly managed, materials shortages, surpluses, and cash flow problems are likely to occur. Costly labor delays result when the required quantity or quality of materials are not available when needed. Owner‐contractor, engineer‐contractor, and home office‐project site communications appear to be critical to the success of the materials management effort. Pre-construction materials planning, and personnel orientation and training are also important. The complex online computer programs that are used to coordinate the materials management effort are costly, but essential, if the desired degree of control is to be exerted to prevent potential shortages, surpluses, and cash flow problems.
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ii. The functions of materials management can be categorised in the following ways:

a. Material Planning and Control
b. Purchasing
c. Stores Management
d. Inventory Control or Management
c. Standardisation
d. Simplification
e. Value Analysis
f. Ergonomics
g. Just-in-Time (JIT)
iii. The implementation of management systems integration should be based on provision of social responsibility and holistic approach to the organisation. It requires a long-term united effort of leaders in a strategic hierarchical level and high organisational maturity to ensure fluently running stages of planning management systems integration, preparing documentations, implementing and realizing the final integrated management system. Also, it is necessary to purify the conception of integrated management system in organisational context. Theoretical analysis of integrated management systems shows, that all of the management systems cannot be well integrated in principle. They can only be partly integrated and coordinated. A need to question the level of integration of management systems is very important as it is in scientific discourse, so it is in practice. Advantages of integrated management systems can certainly become even stronger if managers and leaders joined their forces in search of methods of organisational management development. Practical implications and value demonstrate that in the contemporary world, coordination and supervision of management systems is a complex aim, which needs constant redesigning and innovations; organisations are challenged to optimise their management constantly. One of potentialities can be implementing an integrated management system. Traditionally, it consists of the quality management, employees’ health and safety management, social responsibility management and environmental protection management all migrated to one management system. As there is no international standard, that would submit unambiguous recommendations about ensuring the management system integration, every organisation copes with this assignment on its own.
iv.  Organisations need to do business with suppliers that provide the best value, hence we need to know their performance. Critical review of their strength and weaknesses need to be continuously made. The goal in Vendor Assessment is to obtain the best vendor-best value for money spent.
Most firms want vendors that will produce products and services defect-free and deliver them just in time (or as close to this ideal as reasonably possible). Some type of vehicle is needed to determine which supplying firms are capable of coming satisfactorily close or exceed these goals and thus to be retained as current suppliers. One such vehicle is the vendor rating.

Vendor rating is usually evaluated in the areas of risk, pricing, quality, delivery, and service. Each area has several factors that some firms deem critical to successful vendor performance.
Pricing factors include the following:
a. Competitive pricing. The prices paid should be comparable to those of vendors providing similar product and services. 
b. Price stability. Prices should be reasonably stable over time.
c. Price accuracy. There should be a low number of variances from purchase-order prices on invoiced received.
d. Advance notice of price changes. The vendor should provide adequate advance notice of price changes.
e. Sensitive to costs. The vendor should demonstrate respect for the customer firm’s bottom line and show an understanding of its needs. 
f. The vendor should also exhibit knowledge of the market and share this insight with the buying firm.
g. Billing. Are vendor invoices accurate? The average length of time to receive credit memos should be reasonable.  
Quality factors include:
a. Compliance with purchase order, contract or agreement. The vendor should comply with terms and conditions as stated in these documents. 
b. Conformity to specifications. The product or service must conform to the specifications identified in the request for proposal, contract and purchase order. 
c. Reliability. Is the rate of product failure within reasonable limits?
d. Reliability of repairs. Is all repair and rework acceptable?
e. Durability. Is the time until replacement is necessary reasonable?
f. Support. Is quality support available from the vendor? Immediate response to and resolution of the problem is desirable.
g. Warranty. The length and provisions of warranty protection offered should be reasonable. Are warranty problems resolved in a timely manner?
h. State-of-the-art product/service. Does the vendor offer products and services that are consistent with the industry state-of-the-art?
i. Enhancements. The vendor should consistently refresh product life by adding enhancements and continuous process improvement. It should also work with the buying firm in new product development.
Benefits of vendor rating systems include:
a. Helping minimise subjectivity in judgment and make it possible to consider all relevant criteria in assessing suppliers.
b. Providing feedback from all areas in one package.
c. Facilitating better communication with vendors.
d. Providing overall control of the vendor base.
e. Requiring specific action to correct identified performance weaknesses.
f. Establishing continuous review standards for vendors, thus ensuring continuous improvement of vendor performance.
g. Building vendor partnerships, especially with suppliers having strategic links.
h. Providing risk-based assessments.
i. Developing a performance-based culture.
v. Modern manufacturers work with a wide range of suppliers, and supply chains are growing increasingly complicated. The growing need to cut prices for the consumer means margins are being squeezed like never before. In order to maintain profitability and drive efficiencies, these companies are turning to supplier relationship management as a controlled and systematic approach to sourcing the goods and materials they need. There are several benefits associated with supplier relationship management, and they all culminate in a healthier bottom line. 
Reduced costs
There are usually some significant costs involved in setting up deals with new suppliers, but a supplier relationship management programme can eliminate many of those costs.
By cooperating in a mutually beneficial relationship with key suppliers, a company can strive for cost savings over the long term.
Good working relationships with suppliers will not only deliver cost savings, they will reduce availability problems, delays and quality issues - and that means a better service for the consumer.
Increased efficiency
As a defined and establish supplier relationship develops, communication improves. Suppliers gain a more complete understanding of the businesses they serve, and this allows them to meet their needs more effectively. Delays in the supply chain will decrease, and the flow of operations will greatly improve.
And when issues in the ordering process do arise, the healthy working relationship between supplier and client will make such issues easier to resolve.
Minimises price volatility
Nothing spooks consumers more than huge fluctuations in market prices. In some cases, these fluctuations are as a direct result of increased volatility of commodity prices. However, by adopting the principles of supplier relationship management, companies can often take advantage of fixed pricing or scaled increases in exchange for lengthier contract terms, minimum order levels or various other qualifying criteria.
Having a clear and unambiguous cost base allows a business to set its own pricing structures with some certainty, and that often translates to happier, more loyal customers.
Consolidation of the supply chain
As specific areas of both the supplier's and buyer's business work together, this allows both parties to better understand the inner workings of the other. In some cases, both parties will be able to adapt their own working practices and operations to better accommodate the other, and that can lead to further efficiencies and operational advantages.
The consolidation of the supply chain may allow buyers to reduce the number of suppliers they purchase from - streamlining the purchasing process and making budgeting a far simpler task.
Outsourcing certain activities
A successful supplier relationship management programme will often create a trusting partnership between a buyer and a supplier. In some cases, this may result in many key activities being transferred to the supplier on a permanent basis. This may include entrusting a supplier with the management of inventory levels and some elements of customer service.
Continual improvement of operations
A long-term relationship between supplier and buyer allows for the free flow of feedback and ideas. Over time, this will create a more streamlined, effective supply chain that could have a positive impact on both costs and customer service.
The areas of product development, instigating new ordering processes and inventory control can become a joint venture, and that can deliver a range of financial and operational benefits to both parties.
An integral component of many ERP software solutions is supplier relationship management. Working together with its suppliers, a company can tailor its supply chain to meet its individual needs. Processes can be consolidated; costs can be reduced and the end product for the consumer can be improved. Through a combination savings and efficiencies, companies can create a healthier bottom line despite underlying weakness in their sector.

Activity 
Visit an organisation which has already computerised its materials management department.
Study the system design for materials management, classification & coding system and find out any correction or modification required.

a. Completed at Tata Steel on Monday 05 Aug 19. No correction or modification required.
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