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“Materials management is an integrated process of materials flow - in, through and out of an
organization”. Explain this statement and discuss the strategic importance of materials
management in today’s competitive business environment.

Explain the concepts of Codification and Standardisation of materials. Describe the role of
barcodes in modern materials management and outline the steps involved in devising a barcode
system for a business organization.

Discuss the importance of Spare Parts Management in an organization. What are the major issues
and challenges faced in spare parts inventory management?

What are the key considerations for Warehouse Location and Layout? Explain different types of
warehousing with suitable examples.

Explain the need for Performance Evaluation and Appraisal in Materials Management. Describe
the Balanced Scorecard approach and SCOR Framework for evaluating materials management
performance.
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1. “Materials management is an integrated process of materials flow - in,
through and out of an organization”. Explain this statement and discuss
the strategic importance of materials management in today’s competitive
business environment.

Answer

Materials management is not limited to purchasing materials or keeping them in a
store. It is an integrated managerial process that plans, obtains, moves, stores,
controls and finally directs materials through the organization so that production
and customer requirements are met at the required cost, quality and time. The
statement about materials flowing “in, through and out” of an organization
therefore describes the complete movement of materials from suppliers to the final
user, together with the information and decisions that support this movement.

Meaning of integrated materials flow

The flow “in” begins before physical material actually reaches the organization.
Demand forecasts, sales plans and production plans create material requirements.
Purchasing identifies suitable sources, communicates specifications, negotiates
price and delivery terms, places orders and follows up suppliers. When the material
arrives, receiving, inspection and quality control decide whether it conforms to the
required specification. This stage links the organization with suppliers and the
external market. If purchasing works separately from production or inventory
control, the result may be excess stock, shortage, poor quality or delayed
production. Integration is therefore essential from the very first stage.

The flow “through” the organization covers storage, issue, internal movement,
work-in-process and conversion. Raw materials may move from receiving to
stores, from stores to production departments, between different stages of
processing and finally to the finished-goods area. At each point there are decisions
about quantity, timing, handling, preservation, stock records and quality. Materials
management must coordinate closely with production, maintenance, finance,
engineering and quality control. Production needs uninterrupted supply, finance
wants working capital to be used carefully, quality control wants material to meet
specifications, and stores must maintain accurate records. These needs are
connected, not independent.

The flow “out” includes the movement of finished goods, reusable containers,
returns, scrap and surplus items. Finished goods have to be packed, stored,
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