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»m an unknown author.

iventory do not confine themselves to profit making
blems are encountered by social and non-profit
on to besides industries - agriculture, wholesalers,
, prisons, zoos, universities and national, state and

were developed to study them. The initial impetus
» manufacturing sector. It was not until after World
and uncertainty aspects of inventory was made. In

ed by several authors. The more popular of them are : ‘the
i=7aw, in process, finished packaging, spares and others
2 demand or distribution in the future’.?

S-in-process of manufacture, finished products,
like, tangible assets which can be seen. measured

de79)  SipiTy, Ly e (o lem) &
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of capital bolTO’Wed to acquire and maintain
in greater details as follows:®

the inventories)-

to hold inventory-

ted Eln:-'iiiY.'eﬁfOljy holding and control equipment._

: llght and water.
tenance personnel.
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or for this item? Hopefully,
fferent items and might, therefore,

hange in operations
‘the "C' items, we use

0StUS against
e relevant

re considered for
dertakings, the

7.40
15.50
21.70

8.25
16.60

1.80

1.07

97.16

97.16 x 100

2989.47
=3.25%

= 18.00%

21.25%
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Inventory Managament .

(R, In lakhs)
K department 1906
org 5_40
2.86
0.62
.80
0,63 :
e _wies A
i of orders during the yoar 3,600
» Sontained in the order 10,800

29,16,000
: « R8.270
10,800 "

. : : 5% to
carrying and ordering costs came to around 2

A COSts involved in inventories, their proper management and control assume
® Importance. In fact, the management of inventory is given such an importance, that,
7 WHOIW}nous with materials management. Litorature wise, there are more number
“il'hclea written on inventory management than on materials management.

'y management involves the ‘development and administration of policies, systems
88, which will minimise total costs relative to inventory decisions and related
h as customer service requirements, production scheduling, purchasing and
od in that perspective, inventory management is broad in scope and affects a
Br of activities in a company's organisation.!! Because of these numerous
ionships, inventory management stresses the need for integrated information flow

and pertains primarily to the administration of established policies, systems
es. For example, the actual steps taken to maintain the stock levels or stock

influence inventory management and control. The principal effects of these
d most strongly in the levels of inventory and the degree of control, planned

much closer control is usually in order. Jewellers are much more
amonds than they are with display cases full of low-priced costume
le holds in manufacturing also."
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Whatey Yl

DSt ‘once get
such asleag

+ 200S auts Jeration, it may be pointed out that, any inventory control YSEer 12
time ang matic’ type but needs to be reset from time to time as the conditions
Invento consumption pattern keep chenging® 2
nory Control Techniques ebeiinT =
ework of nt isation within the
; Oneofth i : S ; ___.__.-__ = _-
order e basic in ed order quantity SYSEE L
PETIOlTStern Tnvenro et s sgrasen fhogperaional sper (LTS5
Several toctis: Ip realise the objectives of mventmymanﬂgemenf and control
the ﬁl'm R quES Ofmvenmry contﬂ)lareinuﬂeand‘ _. ] '_ i e E to-
cover al] ;faddop.t b of the techniques. What should besta‘essa‘dr hﬂwmn 1s_the need _
stage of th ms of inventory and all stages, i.e., from thest&ge"fm"ejptmm
€ir use. The techniques most commonly used mthafoﬂomg = -

Al_'-'-'ays better control (ABC) classification.
H_lgh_. medium and low (HML) classification. .
Vital, essential and desirable (VED) classification-
Scarce, difficult and easy to obtain (SDE). 2k
Fast moving, slow moving and non-moving
Economic order quantity (EOQ). -
Max-Minimum system.

Two bin system. N
Materials requirement planning (MRE

Just-in-time (JIT).
Inventory Catalogue e
Also callz m\'en?ogw directory, in ement for the su_cces.sful
S0 - " ekl = ﬁrmcompnses
operation of inventory control tec i 'ud{: of which

10.000 to 50,000 different items.
each is a part 18 essential for
Inventory catalogue is
a:ld coded. PTOPEI‘I (st z
An inventory catal
Jocated in many differen

for exz;u‘lll:)let may hﬂw %
design; the mVez.ttO.l?Y-
and may immedi
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2 concepts of
y management

ry to separate
ol. Separating vital

~with inventory
d developed the

t been completely
e. The idea of
ique, it is a
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Gii) ., Loss
Y higher a\,el_;’g account of)

S %I XPyC; - % PC,

i (ggoooxsv 2000%0} i
= 2 Ry 2 s lm
10,000 x 57 % 0.3 — 1000 % 60 x 0.3
1,71,000 - 18,000 = Rs.1,53,000
during shelf Iife -
antity exceeds the total consumption
Annual demand = 60,000 units |
Monthly demand = 5000 units
e Shelflife = 3 months
"Ption during shelflife = 5000 x 3 = 15,000 units
Order quantity per order = 20,000 units
Qty. that becomes obsolete = 20,000 — 15,000 = 5,000 units
Loss due to obsolescence = 5000 x unit price
= 5000 x 57 = 2,85,000/-

]

(iv) Calculation of loss if ordered qu

Total savings if discount Savings in cost) (Savings on ac& orders J
offer is accepted} = ( ?:?;isterials ) = ( reduced no. of
= 1,80,000 + 16,200
= 1,96,200
higher Loss due to
Total loss if discount} g"gzsrfg?;m obsolescence
offer is accepted| = carrying cost if any
= 1,53,000 + 2,85,000
= 4,38,000/-

Since total loss is greater than the total savings, there will be a net loss of (438,
1,96,200) i.e., 2,41,800. Hence the dlmountu%rmndmtabh

[ 55 contamens Rs.0.40. Cost of purchase:sRs et : emtufhddmgmecontmn&t per
3- year = Re.0.10. Bank rate nfmtereatm 3 i charg ﬁyrtaxes and insurance.
' Fmd : : T

ordering, what would have

A
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The term procurement is too broad and hence Is ot used by many writers un the subject

and by people who practice the profeasion. The term purchasing i most i 5
hence {s in popular usage,

Tho buyers or purchasing officers are the people responsible for di seharging lznwm:’i?&
functions, They are the full time staff of the com pany. The head of the sectign of the caps aler
{a thle purcharing agent, alno virtously known ng the purchasing officer, purchasing mf;:; it
n}r Stmply buyer. The department where all the purchases operate is gallad the pure/iantis
department,

i
The purchasing departmont is often called the supply department when the former

also reaponsible for storing things bought and stock control of what is stored "

A . torin
We prefer to use the term purchasing dopartment Lo supply dapartment, ngr ':i; g'f?l‘bmg
and stock or inventory control are indepondent functions to be handled by separs :
cannot, therefore, be attached to purchasing department,

Importance of Purchasing

; ugtrial
1. Purchasing i a fundamental function in an industrinl establishment, An industria
enterprise is primarily meant for converting raw materiala into finishad products, W;;;; :z?:;
| of industry wili not move unless materials of the right type are bought in right qlﬂ_‘ﬂ siblo
, made available at right time. Neodless it is to sny that is buying function which i respons
- for supply of materials to the factory. ¢
'1 2. As iz well known, more than 50 percent of the total cost is contributed by a Hil"ﬂfﬁl“?nt?
: called materials. It is proved that a ono percont saving in matorials cost s equiva iml t,}hn : ‘g
‘ 10 percent increase in turnover. Saving in the cost of materials is nchieved mainly throu
| efficient buying. j

d has the

3. An average manufacturer spends major portion of his _lmin;l on purehalsas A

; largest portion of working capital tied up in inventories. The annual rnpomHolf ;ogxpmm

: prominently illustrate the way their earnings are 'dil_t:lb_uhd (Boo Flg. 23.1). Hig Inancial

‘ stakes are involved in buying and the purchasing mannger is the mimdlm of his firm'n purse;
his first and foremost obligation is integrity in spending fts funds,

A~ Materials (50,66%)

- Wages and Salaries (12.64%) «
(- Fxpenses (14,21%)
Interent (6,06%)

ok and Exelno duty (10.76%)

i
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" Purchasing

ofth The above listing is exemplary, but not exhaustive. Company policy varies in the divis‘;on
ese responsibilities. Purchasing responsibilities in any company should be well getined 0
encourage effectiveness in operations.

Purchasing Cycle

E;kt:fn pi!.gcgasir}g tti‘unctions; listed above will be performed in tandem to c'am'PIEte
5 transantl‘p etion. Certain steps can be noticed in the process of itiating =5
ction. The steps are:

1. Recognition of need.
Description of need.
A suitable source is selected for the supply. Often a sour¢
Price and availability are determined.
Purchase order is prepared and sent out to the supplier.
Acceptance of the purchase order is obtained from the supplier. :
Follow up is done by the purchasing department to ensure timely delivery of the material.
8. Checking the invoice and approving it for making payment to the supplier.

Recognition of need

The recognition of need refers to the means by which a needed item is Oﬁ-lci.’:.llly brought
FQ the attention of the purchasing department. Two procedures are followed. One involves the
issuance of requisitions or demand notes by the user department or the stores department
and the other involves the issuance of a bill of materials.

A purchase requisition describes the needed item and becomes the basis for action Y 'the
purchasing department. Requisitions are signed by authorised individuals to avoid irresponsible

purchase requests.

Requisitions are prepared by the stores department in which case they are called routine
requisitions. Requisitions from the using departments are generally routed through the stores
ied from there, instead of being purchased.

department and if the item is in stock, it is suppl : !
Requisitions for items not in stock are sent on to the purchasing department for action.

A bill of materials is a list of all items to be incorporated into a finished product that the

company produces. Such bills are géﬂeréﬂy-p:_:epaied at the time when enginegring blueprints
for the items are made. Under this me f establishing needs, the purchasing department

is notified of the manufacturin; eduled by the Production Planning and Control (PPC)
department. The buyer, then multip es the items listed in the bill of materials by the total
units planned for production to r the total requirement. After the total needs have
been adjusted to make use of exi the quantity to be purchased is known. The
bills of materials procedurt T icable to the purchase of standard parts and

small expendable to upplies nilar eeds are usually handled by the requisition

a transaction
d completing

e has to be developed.

N e

od item. In order to assure complete and
must include all necessary information in a

is own knowledge of the item, records
| inadequate requisition,

R
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'- ’._"‘“' materials, purchased components, materials-in-process
7 ﬁnmhed goods, packaging materials, maintenance and repair
‘and rejects or rework are used and handled in manufacturiog
jals are of various size, shape and specific features. The
aterials to be used in production are determined by product design
facilities is directly affected by the nature of these materials. For
lky materials, heavy materials, fluids, solids, flexible and inflexible
requiring special handling to protect them from conditions such as
dust, flame and vibration affect the layout of facilities for handling,

od as the art and science of moving, packaging and storing of

of material at the lowest possible cost through the use of proper

*ﬂmg of material which effect a saving in money, time and place
eying, elevating, positioning, transporting, packaging and storing

p activity within an organization depends on the type of the
the organization, the value of the product and the value of
the relative importance of materials handling to the

5is is on the movement
 individual plant. The

3
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Madorials Handling

 lists ihe materials handling principles which provide a frame-work for selecting
- dling devices/equipments, which are the core of the materials handling

als Handling Principles

Principles

rials should move through the facility in direct flow patterns, minimizing zig-zagging
cktracking.

; productmn processes should be arranged to provide

) for direct material flows.
nized materials handling devices should be designed and located 80 that human

‘and bulk materials should be moved the shortest distance during processing.
number of times each material is handled should be minimiged.

o ms flexibility should allow for unexpected breakdowns of materials handling
juipments, changes in production 8ystem technology, ete.

equipments should carry full loads all the times.

Northern Gaither. Production and Operations Management. 4th Edn,, P. 228)
en principles can be summarized in the form of

__nﬁli_ng : If not, make the handling dist
ing : If not, reduce the time spent at the te

the following guidelines :
ance as short as possible.
rminal points of a route as short as

e ;pgttemn of material flow (the simplest path is a straight line path of flow
imizes the handling distance between two points). If not, reduce backtracking,

and other congestion producing patterns as much as possible,
loads both ways : If not, minimize the time spent in ‘transport empty’ by
s and route relocations.

8: If not, consider increasing the size of unit loads, decreasing carrying

ering speed, or acquiring more versatile equipment,

not, try to find another source of power that is reliable and inexpensive.

the above guidelines, there are certain other very important aspects of
such as the following :

ing consideration should include the movement of men, machine, tools

-support the objectives of receiving, sorting, inspecting, inventorying,
g and assembling.

nd objectives do conflict, it is essential to take a system decision

a material movement plan that meets service
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