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	Unit 6. Managing Resource

Q1.	 Short Questions

I. What are the resources of a company?

Resources of a business are the means by which a company can function and achieve its goals.   The scope of resources can usually fall into 4 categories:

a) Human: 	The people who are needed to perform the day to day tasks of 
running the business, providing the services or production of the products sold.
b) Financial:	What money is available to pay for all the other resources
c) Physical:	The raw materials needed that are business specific e.g. utilities,
stationary, tables, filing cabinets, metals, tools, machinery, I.T. etc
d) Knowledge:	Perhaps the most under-utilised resource.   Whilst people are 
hired to perform job specific tasks – there is broader knowledge within a company that can inspire innovative ideas and streamline procedures to make them more effective.

II. What is an effective resource management system?

In order for resources to managed successfully, they not only have to be effective but efficient and economical.  In order to do this the project manager / team lead will look at creating a RAID/RAIC matrix.

RAID indicates the Risks, Assumptions, Issues and Dependencies that will form the basis of the planning stage of a project.   This is essential as it requires a realistic assessment of the situation. Knowing the risks mean that an informed decision can be reached as to if the project is viable to begin with and if proceeding what risks are there and try to mitigate the impact as far as possible.  Certain assumptions will be made e.g. that the product is something that will be desired.   Writing assumptions down gives the opportunity to see if these are realistic assumptions.   If they are, what issues can arise from them, and what are you dependant on to fulfil these assumptions? e.g. while you can assume a certain flower or food item will be desired, if you are dependent on good weather for production -  especially in the U.K.  - you need to look at what issues will arise and how can you mitigate the problems – e.g. grow in a greenhouse.

Once this has been put in place then RACI matrix becomes the next effective system.   Knowing who is going to be:	Responsible for carrying out the tasks, 	
Accountable – who holds the overall accountability for progress – or lack thereof…
Consultation – who needs to be consulted, at what stage of the project and for what length of time
Informed – who are the people that need to be kept informed – especially those who are not ‘hands on’ with the project e.g. Executive Board
Some Matrices add 			V/VS – verify / verify with signature only
					O – out of the loop / omit from consultation
					S – support from outside person / department

This RAID / RACI resource management system ensures that a project can run as smoothly as possible.   It also ensures that the relevant resources will be available at the time they are needed in the right quantities (whether raw material or workforce).  Risks and contingencies will be put in place and everyone knows what they are responsible for and who they are responsible to.

At the end of a project by having this system in place analysis and evaluation can be conducted, lessons can be learned, and improvements made for the next project undertaken.

III. Outline the main problem relating to managing resources.

Managing resources can often be a balancing act.   Foreseen and unforeseen issues can arise which disrupt the smooth running of a business.   The main problems that arise are:

· Planning – or lack thereof!  Starting a project without properly assessing what resources are needed and how much they are going to cost.
· Poor risk assessment – not knowing what could go wrong can be a very expensive lesson to learn – ignoring it even more so. .  Resources both human and financial can be wasted by not taking concerns seriously.  E.g. in the town where I work, risk assessment was not seriously undertaken when changing a major traffic system.   Due to the problems that arose (which prior knowledge was known but ignored) the system had to be redesigned 3 times causing congestion, collisions, confusion and a lot of money!!
· Imbalance in the use of resources.   E.g. investing in a consultant who leaves halfway through a project and nobody else knows what’s going on.   Most common is that some departments seem to get all the resources even when they don’t need them whilst others struggle with what they have to ‘make do’ with.
· Not optimising full use of resources.    As mentioned in part ‘I’ in a large business there is not much that employees collectively do not know.   Rather than paying consultants unnecessarily,  having focused staff innovation events can be really informative and a good gauge of problems before they become serious concerns.
· Making unrealistic demands.   The phrase ‘Rome wasn’t built in a day’ is in common use.   A previous boss of mine responded to this by saying ‘I wasn’t in charge or it would have been’.   While this remark may seem flippant it is symptomatic of the attitudes of higher levels of management making unrealistic demands while not providing the resources needed to meet them.
· Lack of measuring / monitoring / auditing.   Stationary is a necessary requirement for any office.   However, costs add up if you don’t take stock of what you already.  There is a risk of wasted resources in overstock.   E.g. while having a reserve of printer ink is prudent, having 10 times what is needed can be excessive and be rendered useless if a printer is upgraded.

Poor resource management can lead to loss of jobs, projects stalling as resources have been withdrawn to support a higher priority project.

IV. What is the relationship between operation functions and resource management in a business?

Operational Management refers to the functions that allow a business to produce goods / services.  This involves:

· Planning – RAID
· Organising – RACI
· Co-ordination between internal departments and 3rd party contractors
· Managing the people employed
· Managing and maintaining equipment
· Ensuring I.T. systems are up to date and have suitable software to fulfil tasks required – from ensuring internet connection, heavy duty printers (where required), to business software, Microsoft Office, SAGE, COHORT etc
· Managing Information.   What information needs to be disseminated, to whom and by whom

Resource Management refers to how a business uses its resources effectively, efficiently and economically.

The relationship between these 2 functions are at the core of any business.   It is a transformative relationship.

Start		Ongoing. 			            Final Product / 
      Service

Result

· Products / Services available to sell
· Money is received
· Investment and re-investment opportunities to grow and expand business

Operational Management

· Planning
· What resources are needed
· How resources are to be used to meet business goals
· Project begins
Tangible Resources

· Finance
· Inventory
· Equipment
· Staff












Ensuring the balance between resource and operational management will determine the success of a business.   If a business does not have the initial resources to complete the tasks required, then all the operational planning etc is a moot point.   Likewise, if resources are squandered then there may not be the means to grow and expand a business.

V. Why are trusted suppliers very important for business?

While this question may seem self-explanatory and ‘common sense’, when ambition and ideas override common sense this is one of the first areas that is neglected.   E.g. Reputable / trusted suppliers will not want their reputation ruined by association with a disreputable business.    When looking at investment opportunities and seeking financial grants etc the suppliers you associate with can be a deciding factor.

Likewise, a business stakes its reputation on the suppliers they choose.   Whether it is a start-up business, or a review of tenders and procurement procedures attention needs to be placed on the reliability and trustworthiness of suppliers.   The following questions amongst others need to be considered:

· Are delivery times accurate (excluding extreme conditions)
· Delivery of correct goods 
· Customer Service – including after care
· Warranty / Guarantees offered 
· Are problems handled and resolved in a timely and acceptable manner
· How do other business’ / customers review service offered?
· Are prices competitive 
· Are ‘trade’ accounts available
· Reliability of individuals e.g. will a tradesperson turn up on time and be properly trained and qualified
· What awards / company standards do they hold e.g. Investors in People, Gas Safe etc

Failure to deal with trusted suppliers leads to:

· Production / services coming to a standstill due to unnecessary delivery delays
· Missed deadlines due to raw materials not being available to complete in time
· Loss of reputation and being known as ‘unreliable’
· Poor customer service which can have financial implications e.g. being sued for not providing a service which was prepaid.   Florists have been known to not provide flowers for a funeral or wedding despite being aware of order and receiving advanced payment.
· Increased Financial Outlay – once a business’ reputation has been ruined it becomes very difficult to remedy.   Rebranding is an expensive process with no guarantee of success
· Closure of business.  – Loss of reputation and income usually means the business folds as it cannot maintain financial losses indefinitely.   Larger companies may be able to ride it out and rebrand, but most small businesses do not have this option.

For all the above reasons, it can be seen that trusted suppliers are of utmost importance to the smooth running of any business.

Q2.	‘Maintenance of the raw materials is important for a business and needs special management’.  Discuss.

Raw materials are the basic elements from which products are created. E.g. a chef uses raw materials (ingredients) to create restaurant dishes, an ironmonger turns raw metals into gates, pipework, and fabricated equipment.


Maintaining these raw materials is of vital importance as it ensures that:

· Products which have expiration times are rotated to make sure older products are used first.
· When materials are moved from various locations – internally and externally – there is a tracking system which provides last known location.
· Goods arriving are correctly logged so that breakages, wrong items, incorrect volumes etc. can be identified and rectified immediately.
· Correct storage according to safety, security and legal requirements are upheld e.g. chemicals need to stored securely, usually in solid metal cabinets at a specific temperature under double lock conditions. COSHH[footnoteRef:1] regulations apply. [1:  COSHH – Control of Substances Hazardous to Health] 

· Ensure that only permitted employees have access to sensitive materials – no matter what for these may be – e.g confidential Data, controlled drugs in a pharmacy etc.
· Transparency and accountability.   Maintaining and managing resources includes knowing what materials have been used, where they were used, in what quantities and if these quantities were sufficient or excessive.
· Stock taking is easier to perform if accurate records are maintained.
· Future planning regarding ordering / production of materials can be quantifiable.

Maintenance involves the ability to identify items quickly when:

· Stock is running low and more materials need to be ordered
· Identifying which materials are frequently used and if quantities ordered may need to be adjusted.   This also applies to the negative – if materials are not used there may be the opportunity to use these as a ‘reduced’ item to encourage their depletion and also purchases of other products.

Failure to maintain raw materials correctly can lead to:

· Additional expenditure through buying what you already have sufficient quantities of.
· Loss of profit margins – additional expenditure leads to reduction in profits
· Loss of raw materials through expiration dates being passed – especially in the food and chemical sectors – again leading to loss of profits.
· Loss of materials due to being kept in unsuitable temperatures.  E.g. frozen materials need to be kept frozen until they are to be used.   Incorrect temperature – especially in food – can lead to food poisoning, salmonella etc. This can cost a business its reputation and money if Health Inspectors deem the business unhygienic and shut it down – even temporarily.
· Loss of materials through theft.   If high priced / valuable materials are not stored correctly it gives a signal to any thief that there is an opportunity to make money.   There has been an increase in metal pipework theft, i.e. being removed and sold for scrap.  
· Breaches of Health & Safety and Sector regulations – e.g. COSHH
· Increase in work place injuries through improper storage – e.g. electric cables being kept in a damp storage area – electrocution.     This may seem farfetched, however, having worked in a health & safety department recording accident reports it is amazing how many incidents were preventable and where common sense wasn’t very common.

Given that poor management of raw materials can cause major problems for a business, special management needs to be undertaken.  This insures that:

· A designated person(s) has oversight of all goods in and out.
· Materials are compliant with all regulations
· Wastage is kept to a minimum – both in finance and raw material terms
· Stock levels are maintained at a reasonable level. 
· Future planning will be more specific in requirements given based on prior usage information.
· Emergency management is easier due to having all the correct materials in the correct place and accessible where applicable. – e.g. due to incorrect storage many fire doors / extinguishers are blocked and not accessible.   The repercussions of needing these in an emergency and not having access can be fatal.
· Auditing, monitoring and assessing is vital to the financial wellbeing of a business.   Special management of all resources ensures that money is used wisely.

From all of the above comments it can be seen that not only is it important to maintain raw materials correctly but also that those with responsibility for managing them are suitably trained and capable of their oversight.

Q3.	“Managing resources is an essential part of running a successful business”. Discuss.

All the positives and negatives from the above questions form the basis of providing an answer to this question.   Maintaining the human and material resources of a business is vital to its success. In order for a business to be successful it must manage its resources properly.  Projects can fall apart due to overspend / over allocation.   

Project managers need to know:

· What resources are available to them
· That Operational functions have been utilised and provided the necessary plans and pre-project preparation
· Correct quantities of materials are supplied to see the project through
· Maximum capacity of resource allocation for the minimal cost.

Poor resource management leads to:

· Low staff morale
· High staff turnover
· Additional expenditure in recruitment and training
· Higher sickness absence and sick pay
· Additional cover costs during long term sick absences
· Reduced innovation and creativity
· Staff refusing to do anything above what their job description states.  When an employee is invested in their workplace it is the business that profits from their willingness to go the extra mile and ensuring that goals are achieved. 
· Reduced competitiveness 
· Reduced ability to provide services to clients / customers
· Loss of reputation through word of mouth criticisms
· Loss of 3rd party tenders / contracts due to unreliability
· Projects falling through due to lack of resources
· Having to pay compensation – either as a means of pacifying a disgruntled customer or civil / criminal court compensation

Positive Management of resources lead to:

· Effective, economical, and efficient preparation and planning of projects.
· The ability to see the wider picture and having the resources to prioritise goals
· Find and implement the best solution for business, customers and staff
· Effective communication – when people know what they are expected to do and who they are responsible to then it makes co-ordinated working a smooth process
· Increased creativity and innovation – this can rejuvenate a business even in difficult times. Staff will be invested in trying to create a positive way forward.
· Innovation can change procedures which reduce wastage.
· Resources are distributed according to need not due to ‘favouritism’ / departmental rivalries.
· Business goals are achieved as sufficient resources were available for completion.
· Future investments for bigger more ambitious projects
· Higher profit margins

The bottom line for all businesses / companies is that poor resource management can lead to a business folding with significant debts. Many small business owners have their personal assets as a financial guarantor.    There is a real risk of losing all savings / home if a business folds owing significant amounts of money to various creditors.

Good resource management ensures that a business has the best opportunity to succeed.
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