Week Six Lecture Notes

CONTROL OF OBSOLENSCENT AND REDUNDANT STOCKS

Stock obsolescence

Note that for an item to be declared scrap it goes through the following stages:

i. Obsolescence

ii. Obsolete

iii. Redundant

Obsolescence: This describes an item that will soon be worthless to the holding organisation. For example due to an impending change in technology, expiry time, etc.

Obsolete: This is when the item becomes completely worthless to the organisation. In otherwords, an obsolete item is one, which nolonger has value to the organisation that holds it.

Redundant: Is when the item becomes worthless both to the organisation holding it and other organisation that would have had interest.

Scrap: The organisation sell off/disposes off the item for whatever value it can obtain.

Why organisations are faced with obsolescence/factors responsible

· Changes in customer demand

· Changes in technology

· Changes in the method of production

· Ignorance

· Rationalisation

· Accidents

· Bad management style/practice especially inappropriate supervision

· Over stocking

· Poor planning

· Depreciation/ Evaporation/Redundant/Scrapt

How Organisation Could Reduce / Control Obsolete Item Stock

i. Constantly reviewing stock movements frequencies

ii. Ensuring that stocks are kept at minimum levels

iii. Carrying outmarket research so that the organisation is aware of the trends in the technology being used.

iv. Proper communication among key stake holders in the supply chain function.(users, stores, procurement units, distributors.etc.)

v. Existance of a stock scrap management policy

Scrap Management Policy

This may be composed of the under mentioned depending on the organisational needs.

i. Sell back agreements

ii. Insurance stock

iii. Marketing of stock where the organisation accepts the highest value.

iv. Encouraging other users to use the items. E.g.T-shirts for Kabakas coronation anniversary in july may be obsolete to the marketing department after the event may use the T- shirt for motivation purpose among staff of the organisation

v. Donations

STANDADIZATION

It means reducing the numbers of very smiller items held in stock, thereby reducing the overall stock holding of the organisation. However it should be noted that the organisations actually donot want high levels of similar stock items but only find themselves in that situation.

Factors Responsible for Increased Stock Variety among Organisations

i. Changes in availability at certain times may encaurage organisations to hold more than one variety of an item to safeguard against a snil-stock situation.

ii. Lack of an inventry policy in organisation could lead to increased stock variety where technical people normally have a preferance for a particular item even if they were available under a different brand or manufacturer.

iii. Staff turnover in the supply chain of the organisation may often lead to stock lines being duplicated because of an initial resistance to change on the part of new staff. E.g. stores or purchasing staff.

iv. One-off demand for a certain variety of items that may only be needed for one accation is unwittingly maintained in stock thereafter.

v. Ignorance of the stores staff in some situations during the coding period whereby items may be duplicated of failure to understand/identify the various susages of the product all of which contributes to having items that serve the same purpose.

Standards May Affect

· Dimensions 

· Performance requirements

· Safety and enviroment requirements Ranges of application

· Individual

· Company

· Association

· National and international

The process of standardisation

Standardisation involves the following procedures;

a) Identification of a need: This is where it is very obvious that stock levels are high and diplication of items exists. However the following are key indicators of the need to standardise: high levels of obsolence year in year out, increased stock levels that do not match out put, confusion when requisition and issuing of items etc.

b) Formation of the project team: For the achievement of a successful standardisation process if being handled in an organisation there is need to form a project team where all the stock holders are represented. This is very crucial when it comes to identification of the performance and uses of the items where duplication may occur. The team will come up with their terms of referance so that htey do not overstep in other stores operations or issues.

c) Investigating common items: This is achieved when stores coding has been completed and similar code numbers warrant investigations or items that seem not tobe moving.

d) Selection of standard item: Once duplication has been identified, the next stage is to select the best out of the available range of items in relation to usage, price, performance etc. The selected item must be able to meet the requirements of the organisation and it should be an all purpose type.

e) Calculation of total stock requirements: This follows immediately after selection of the standard item. There is neeb to establish a new stock level ideal for the operations of the organisation it should accommodate the now established overall demand for all stakeholders.

f) Approval of standard items: Requisition for approval by project team of the under mentioned issues namely; stock write-off for writes that have been declared absolete, standardisation of items and new stock levels.

g) The last stage is that of communication: Where stores do communicate to all users of the new standards. This could be done through a memo and issuing of the new inventory list to users.

Problems faced during Standardisation

· It is time consuming as all items in the inventory list have to be analysed in terms of use, origin, purpose, performance, supplier etc. Plus the tideous exercise of calculating minimum and maximum stock levels for the standardised items.

· It may create disunity in the organisation if not well handled. Some members of the organisation have a tendency of being attached to particular items and standardizing them which may result in to scraping of some may make them feel pwerless hence wanting to sabotage the entire process.

· It does disrupt other operations in the organisation as the team members have their own other mandate to fulfil within the organisation.

· It is very costly at the long run in terms of writes off that may result

Benefits of Standardisation

These include the following;

i. Reduced need for storage space used because of the reduced variety. Note that overall stock will be less.

ii. Improved establishment of standards once items in stock have been standardised, the setting of standards is greatly improved, because both stores and quality control have one standard to set and monitor for each item held.

iii. Since there is less stock to pay attension too, there is likely to be improved stock control in place.

iv. Reduced stock levels at times imply cutting down on some of the stores activities like updating bin cards hence reduced administration costs.

v. Reduced overall levels of stocks, which implies that savings in capital tied up in an unnecessary stock, can be achieved.

vi. Improved services from suppliers from the resulting competition in terms of qualiy and price.

vii. Removal of uncertainity

viii. Increased reliability and cost reduction

ix. Saving of time and money

x. More accurate comparison of suppliers

xi. Less dependability of specialist suppliers Reduction of error and conflict

xii. Facilitation of global and/or cooperative sourcing

Disadvantages of Standardization
· Reduced flexibility means that acertain shortage of a particular item may bring the entire organisation to a standstill.

· There is reduced choice for the users.

· It breads obsolescence in the short run

· It is very costly in terms of man hours spent to come out with standardised items for the organisation.

Role of the Stores Function in Standardisation

Stores management is in a unique position to assist the process of standardisation and also help prevent access variety being created in the stock held. This can be achieved in the following ways:

· Discauraging users from ordering non-standard items.

· Constantly reviewing the stock records to locate possible sources of standardisation.

· Discussing with purchasing the subject of standardisation and the possible items on the market that could be used to reduce stock.

· Informing users of the costs involved in keeping a wide variety of stock. Stores being used as a central place for all stock items requisition where deplication is put under check.

MANAGEMENT OF OPERATIONS OF STORES
Stores play a vital role in the operation of a company.  Generally un worked material is stored and the place where it is stored is called Store Room.  It is in direct touch with the user departments in its day-to-day activities. The  chief  aim  of the  stores  is  to  ensure  the  smooth  flow  of production  without any interruption.  Stores generally include raw materials, work in progress and finished goods. Thus, effective storekeeping and inventory control are indispensable to the control of material cost. This is because; stores are often equated directly with money, as capital is blocked in inventories. 

Therefore, storekeeping simply refers to the safe custody of all the items of material stocked in the storeroom or warehouse for which the store-keeper acts as a trustee. This simply means that the materials carried in to the store are to be stored in the store-room in such a manner that:
· The possibility of them being stolen or damaged due to fire or any other cause is reduced; 
· They can easily be located and issued whenever required for use in and outside the storeroom.

In other words, storekeeping means “Physical storage of materials carried in to the storeroom in a scientific and systematic manner with a view to saving them from all kinds of damages, losses and exercising overall control over their movements.”
OBJECTIVES/PURPOSE OF STORE KEEPING
The objectives of store keeping can be broadly categorized under the following:
1. To receive correct material: It is the main aim of store keeping that at the time of receiving the materials store incharge should see whether the material he is receiving is in accordance with the prescribed instructions or not. If the answer is yes then he should store the material otherwise not.
2. Proper storage: Every item of the product should be stored at a proper place so that the originality of the item can be retained. If any material is not properly stored and is not available when it’s required then the object of store keeping cannot be fully derived.

3. Optimum level of stock: One objective of store keeping is to prevent over and under stocking of materials. By this, the firm can avail the better opportunities of the market by not locking up too much working capital, since stock is itself a cost to a firm.

4. To avoid abnormal wastage: The main purpose of store keeping is to avoid wastages by exercising various techniques. Because if the stores system is not effective and rate of wastage and deterioration is high, then the aim of store keeping is totally failed. For example, if a pharmaceutical firm is not storing its medicine as per their nature or salt used in it naturally, that firm cannot compete in the pharmaceutical market effectively. 
5. Regular supply: The main aim of store keeping is to ensure regular and uninterrupted supply of materials to the concerned departments because it is very essential to make available the supply of materials as and when they are required.

6. Correct record: To maintain a correct record of anything received or issued from the store also comes under the score of store keeping. A record of the quantity of each item available in the store has to be made in a stores ledger and in a bin card or stock control card.

7. To fix responsibility: The main aim of store keeping is to maintain a correct record of the material received or issued from the store. If there is any misappropriation that can be easily located in effective store keeping and the responsibility can be easily fixed.
8. Verification of material: The main objective of efficient store keeping is that, the store-in-charge should verify the material lying in the from time to time so that he should have full knowledge about the material and there should be no shortage at any time. So it is one of the duties of the store keeper to physically verify the quantity and condition of the materials lying in the store.
9. Disposal of scrap and surplus: The store keeper should take the necessary steps for disposal of scrap and surplus materials, which is no longer, required due to change in fashion, taste, design, expiry etc. This is very important because scrap and surplus is blocking the capital and occupying the unnecessary space.

10. Provide information to management: It is the duty of the store keeping department to keep a constant touch with management by providing the information regarding the cost of materials and availability of stock.
FUNCTIONS OF THE STORE-KEEPER

The  store is  a  service department  headed by the  storekeeper  who  holds the  responsible  position  in the organisation of the  stores  department. S/he is as much responsible for the articles in charge as a cashier for the cash. Important functions of the storekeeper are given below:
1. To anticipate: Every organization needs material or product. This is to be done by the store keeper in such a manner that neither too much nor too little quantity is arranged in the store. If the store requirement is not properly anticipated in that case material will not be available when required. For this purpose store keeper has to foresee about the material.

2. To receive the material in correct shape and form: While collecting the material the store keeper should particularly see as to whether the material he is receiving is in accordance with the indents and inspection notes because he should not accept that materialwhich is not according to the purchase order.

3. Classification of material: It is the duty of the store keeper to see that all the material that is to be kept in the store should be properly classified, so that material may be arranged in a proper way.

4. Codification: It is the duty of the store keeper to allot separate numbers, color and marks to each item lying in the store, so that there should be no difficulty to the new employee in case the store keeper is transferred or goes on leave. For example in the store of textile mill it becomes necessary to allot separate identification marks to the boxes of the same type containing different colors.
5. Proper place: Each item of the material should be kept at a proper place, so that at the time of need it may be obtained so easily and the work is not dislocated in any way. In this connection there should be “A place for everything and everything in its place.”
6. Material verification: The store keeper should examine the material lying in the store from time to time so that he should have full knowledge about the material all the time and there should be no shortage at any time and that the material could be saved from damage etc. So it is one of the most important duties of the store keeper to physically verify the quantity and quality of materials lying in the store.
7. Protection: The material should be kept in the store in such a way that there should be minimum material handling while keeping, carrying and counting the material so that minimum material is destroyed while handling. For example in the cement store the bags should be kept at such a height and so systematically that the laborers while carrying the bags need not require to throw the bags on the ground which are kept at the upper end and he should be able to carry them easily and while counting, the bags are not required to be moved from their place.
8. Material Receipt Note: Store keeper prepares Receipt Note for the material received by him in which it is written as to how much material of different quality and quantity has been received by him.

9. Purchase Order: To advice the purchasing officer at appropriate time in connection with purchasing of material i.e., at which time how much quantity of material is purchased so that less time and money is spent and the work in progress is also not disturbed. In this connection the store keeper must keep in mind the minimum as well as the maximum stock.
10. Levels of material: The quantity of each item kept in the store should neither be too more nor too less so that money and place could be saved and the work goes on smoothly. In this connection the store keeper must keep in mind the following points:

· Minimum and Maximum levels of material

· Re-order level of material

· Economic order Quantity
11. Proper requisition: Before issuing the material the store keeper should see that the material demand note bears the signature of some authorized officer. In the absence of such a signature, the store keeper should not issue the material.

12. Proper record of material: It is the duty of the store keeper to make entry of each coming and outgoing material in the bin card so that it could be ascertained as to how much material is lying in the store. By doing so, the purchasing and counting of the materials becomes easy and the work of the examiner also becomes easy. The bin card should always be hung near the compartment of each particular material.
13. Disposal of scrap and surplus: The store keeper should make the necessary arrangement for disposal of scrap or obsolete materials, which are no longer required due to change in design, fashion, taste etc. It is the important function of store keeping department because otherwise it is occupying the unnecessary space in the store and blocking the working capital.
14. Co-ordination with other departments: There should be a co-ordination between the accounts department, store department, administration department, purchasing department and other production departments so that the payment of various bills etc. could be known from time to time, secondly, there should be no difficulty in carrying out the order of the proprietor. The purchasing department should finish the relevant information from time to time so that control should be kept on the material purchase price. This is possible only when there is co-ordination of the store department with other departments.
15. Information on top of management: Store keeping department provides adequate information to the top management which are used for decision making and policy formation.
FACTORS FOR SUCCESSFUL STORE KEEPING
Under the modern prevailing form of developing industrial enterprises, the specific method of store keeping is of extreme importance. The following factors must be kept in mind for making store keeping successful.
1. Location of store: Location of store in the organization should be at the place which may be easily accessible by all the departments for the receipt and issue of material. Generally store should be located at the central place, but if organization is of large scale then store of finished goods should be near to sales department and store of raw material should be near the production department.

2. Lay out: A good layout plays the important role for free movement of material, timely inspection and effective verification of stores. It is necessary to see that materials should be at a proper place because any material kept is not available when needed then the advantage of store keeping are not fully obtained. So proper layout of the store is good for efficient store keeping.
3. Proper placement: After arranging the proper place, a material should be kept at a specific place assigned for that. It is very important because at the time of need it may be obtained easily.
4. Protection: The material should be kept in such a way that it should be protected against fire, theft and damage etc. so as to maintain the original value of the materials, which have been carried in to the store. Any inflammable materials should be kept in a special room far away from other stores.

5. Efficient employee: The store department must be supervised and managed by some responsible employees with high organizing ability. They should possess the ability of hard working, partaking, pleasing personality and sweet temperament.

6. Classifications: In modern store keeping there should be a proper classification and grouping of similar items along with proper arrangement of racks, shelves, bays and bins etc. If various items are not scientifically grouped then there will be a problem in locating and issuing the material to the concerned department.

7. Codification: All material should be known by a system of numerical codes or symbols so as to facilitate immediate reference and identification of a particular article of store. So in store the codification system should be simple and effective.
8. Availability of material handling equipment: The store department should be equipped with modern materials handling equipment like overhead cranes, conveyors, truck etc. so that the material should be moved over the shortest distance possible with lower handling cost
NOTE:
A Store/Material Manger should take consider the following key areas in the administration and management of stores:

· Frequency of usage of items to be kept; this has got an impact on the design, demarcation and layout of items.
· Allocation of adequate gangways; this is vital to enable free movement of machinery and access to the stock.

· Provision of adequate entrances and exits for security and safety requirements

· There is need to create a control centre to manage the entire operations from a central point

· Skills level of stores staff in materials handling

· Communication with key stakeholders

· Stock/inventory policy

Stores if not well managed and controlled, a vast amount of resources can be wasted. However, as a professional you should consider the following management options:

· Overall placement of pallets, bins, items etc must be logical to avoid accidents and waste of space.
· Staff involved must not be isolated from the rest of the organization. Isolation may lead to lack of control

· Need to solicit management support towards changes and activities within the stores. 

· Use of up to date and well-maintained equipment

· Training of store staff and key customers in materials handling

· A logical location system must be in place

· Adequate supervision during the deliveries and issuing of stock/ materials

· A good security system must be in place

· Out sourcing the function should be the last resort

FACTORS TO CONSIDER FOR THE LOCATION OF STORE FACILITY
The  location  of  the  plant  can  have  a  crucial  effect  on  the profitability of a Project, and the scope for future expansion. It is difficult  to  set  down  rules  whereby  the  problem  of facilities location can be programmed but there are a number of factors which should be considered when selecting a suitable site. The principal factors which influence the choice of location are.

1. Proximity  to  market: Organization  may  choose  to  locate facilities  close  to  their  market,  not  merely  to  minimize transportation costs, but to provide a better service.

2. Integration with other parts of the organisation: If the new plant or facility is one of a number owned or operated by a single organization or group, it should be so situated that its work can be integrated with that of the associated units.

3. Availability of labour and skills: Certain geographical areas have traditional skills but it is very rare that a location can be found which has appropriately skilled and unskilled labour in the desired proportions or quantities.
4. Availability of amenities: A location which provides good external amenities is often more attractive than one which is more remote.

5. Availability of transport: It is important that good transport facilities are readily available. 

6. Availability of inputs:  A  location  near  main  suppliers  will  help  to reduce  cost  and  permit  staff  to  meet  suppliers  easily  to  discuss quality, technical or delivery problems. 

7. Availability of services such as; Gas, Electricity, Water, Drainage, Disposal of waste, and Communications

8. Suitability of land and climate: The geology of the area needs to be considered, together with the climate conditions.

9. Regional regulations: It is important to check at an early stage that the proposed location does not violate any local regulations.

10. Room for expansions:  Stores should be designed so that they can be easily expanded or adjusted to meet changing production needs.
11. Safety requirements:  Some production units may present, or may be believed to present, potential dangers to the surrounding neighborhood. Location of such plants in remote areas may be desirable.  

12. Site cost: As a first charge, the site cost is important, although it is necessary to prevent immediate benefit from jeopardizing long term plans.

13. Political, cultural and economic situation: Is equally very important in the allocation of the store facility.  

14. Special  grants,  regional  taxes  and  import/export  barriers: Certain  government  and  local  authorities  often  offer  special grants,  low-interest  loans,  low  rental  or  taxes  and  other  inducements  in  the  hope  of  attracting  certain  industries  to particular locations.

Types of Stores 

The types of stores depend on the size, types and policy of the organization.  Organization of stores varies from concern to concern.  As per  the  requirement  of the  firm  the  stores  organization  may  be classified into : 

· Centralized Stores 

· Decentralized Stores

CENTRALIZATION OF STORES
Centralization is a scenario where an organization opts to have one stores facility to service its entire operations other than having many sub store units. This system is  suitable  to small-scale  industries  where  it  is  desirable  to centralize the  materials in one  department. Under  this  system,  the  store room  will  be most conveniently situated  where  it  is  near to all the  departments.
Advantages of Centralized Stores
· Chances of employing specialist staff are higher as compared to a situation where an organization has so many scattered stores all over its area of operations.

· There is likely to be low administration costs for is are of operation due to limited number of staff in one stores facility

· Store control is easier to enforce than where many store units are in place

· Financial control is easy since all materials are located in one facility with minimal delegation that would have been to other units

· Standardization with its associated benefits is much easier to implement

· Use of common procedures with its associated benefits like easy computerization, training etc

· Well planned layout of stores hence effective utilization of floor space 

· Better supervision of stores is possible 

· Effective material handling is possible 

· Lot of manual work may be eliminated 

· Better control is possible 

· Less investment is required thus, minimum wastages of resources 
· Facilitates prompt flow of materials 

· Better forecasting is possible

Disadvantages Centralized Stores 
· Poor customer service level due to the distance

· Lack of competition within the stores administration among units, which would have enhanced efficiency and effectiveness

· Increases transportation costs 

· Delay and inconvenience because of over-crowding of materials 

· Greater risk of loss in case of fire, theft, floods etc 

· Break down in transport will affect continuous flow of production

·  Increases cost of materials handling 

DECENTRALIZATION OF STORES
Decentralization is a situation where an organization opts to put up several stores facility to serve its customers or for running its operations. In other words, a decentralized store is that type of store which receives materials for and issues them to only one department and not to the whole company. The decentralized store may be in many numbers in the company, as each department has its own such store. Purchasing and handling of materials are undertaken by each and every department separately. If the volume of material activities is large, this type of store is suitable because each and every branch has their own stores for facilitating smooth operations of their production activities. In this system all the disadvantages of centralized stores can be eliminated. 

Advantages of Decentralized Store
· Controlling and storing function can be accomplished easily.
· Delay in material handling will be eliminated

· Minimizes the chances of loss by fire

· No need of internal transportation costs
· Specific needs of individual departments can be easily fulfilled

· Saving in material handling cost
· Etc (including all the disadvantages of centralized stores)

Disadvantages of Decentralized Stores

· Higher cost of supervision

· More space is required for individual departments

· Higher amount of investment is required

· More time for stock taking and taking
· Higher cost of staff and stationary

· Improved technique is less possible for controlling of materials
Guiding Questions

1a).  What do you meant by store and store keeping? 

b.  Explain the purpose of storekeeping. 

c.  What are the important functions of storekeeper? 

2a).  You have been assigned the task of presenting a paper to the Board of Directors on the benefits of closing small sub-stores in most parts of Uganda and establishing one major warehouse in Kampala.

b.   What are the disadvantages of closing such small sub stores in different parts of Uganda? 

MATERIALS HANDLING
Materials handling refers to the techniques used to move, transport, store or distribute materials with or without the aid of mechanical appliances. For purposes of this module, we look at materials handling from the stores point of view, which is from the point when goods are unloaded up to the point at which they are issued for use or sale.

Material handling is composed of three processes of which each is related to the other:
i. Physical movement: a process of handling and storage of materials, through the entire supply chain i.e. Receipt, storage and issue stage.
ii. The technology progress which involves the techniques of IT for movement, handling and storage of supplies.

iii. Management process involves the effective planning, control, review and improvement of the physical movement and technology process.
BASIC CONSIDERATIONS IN MATERIALS HANDLINGS

There are the factors that influence the choice of how to handle materials in a given organization. They include;
· The method of packaging that is used for given items

· The stores layout

· The competencies of the existing staff

· The handle-ability of the items

· The position of the warehouse relative to other sections of the firm

· The level of mechanization of a given firm

Factors to be considered when selecting materials handling system:

i. Capital and resources available with which to purchase and man the equipment and the process must be taken care of.
ii. The nature and characteristics of the materials to be handled. Different materials require different handling equipment e.g. large bulky materials tend to be handled best by large number of small devices with a limited weight range, whereas very dense and heavy materials tend to be handled best by very large and powerful trucks.
iii. Method of final delivery employed by the suppliers and the organization itself to its customers whereby for instance if they use pallets, then a fork lift truck is more ideal whereas if its delivered in bags/sacks then a gravity conveyor or system is more application.

iv. Forms of packing of the entire supply chain for example drums are suitable for forklift trucks, bulk gains for conveys systems, bulk liquid for pipeline and tanker while palletized loads are suitable for forklift trucks.
v. The available material handling devices on the local market; because if you select a device which is not available then the organization may incur addition costs to have it designed, maintained, training the staff to handle it etc.
vi. Compatibility of the existing storage equipment and facilities of the organization with the new system. For example small storage bins with mainly manual handling would be unsuitable for the forklift trucks and palletized materials.
vii. Future needs, if the organization intends to increase or decrease its operations in future, this may determine the type of materials handling system to have.
viii. Location of material centers: This relates to the production area, stores area as well as the distribution area. If a barrier, which breaks the flow of materials, separates them then the system also must be catered for. For instance in such a situation you cannot rely entirely on manual pallet trucks where you may be required to use a forklift truck.
ix. The total operation cost of the system is the key factor in determining the nature of the materials handling system. This includes the total cost of fuel, labor costs, spares, maintenance and depreciation.

Note that, the variety of factors may not allow the firm to put all of them in to consideration at the same time. Also different firms have different scenarios. Therefore it is important to handle situations as they come in/ need for flexibility.
Benefits of Proper Materials Handling
Careful materials handling is a major importance not only in warehousing but also other sections of the organization. We therefore look at the benefit of carefully planned materials handling from the following angles;

· Reduced handling costs

· Greater economy in use of space

· Reduced risk of damage to the goods

· Less fatigue

· Increased safety due to reduced accidents

· Reduced pilferage and theft.

Materials handling can be categorized in to three main forms:

i. Automated systems where namely all the three processes are doing the physical, movement and management by the computer.

ii. Manual system where the processes are carried out manually by the stores staff.

iii. Semi-automated system, which is basically a combination of both the automated and manual system being employed when handling materials
It is important to note that, the following are the stores operations characteristics in any setting:

· Receiving of supplies 
· Inspection

· Recording-Issues and Receipts

· Maintenance of stocks from both internal and external damage

· Stock control-Max and Min
· Stock taking

· Disposal of suppliers

· Implementation of safety and health regulations

MANUAL VERSUS MECHANICAL HANDLING
Manual handling refers to the natural way of handling materials especially those that are not too heavy. Simple manually operated equipment like spillage selection trolleys may be used for example for selecting small items on issue. The acquisition and running costs of such equipment is generally negligible and since they have been found to be very useful, it is advisable that superseding them should not be done without careful thought.
Factors that Favor Manual Storage and Handling System
· Availability of abundant and cheap labor
· Few items being handled

· There should be minimal of no competition at all in the industrial setting/scope of work

· Low individual order usage one order a week

The disadvantages of Manual Handling System 
· Poor service delivery in form of delays say when issuing, receiving etc.

· It is a major cause of double handling with its associated costs 

· It is very costly in form of missed sales, damages, double handling, theft etc.
Because of the limitations of manual handling in business today, many firms have increased the degree of mechanized materials handling to improve the efficiency of their operations. Generally the adoption of mechanized handling is intended to:

· To cater for loads too heavy to be handled manually

· To save time
· To save labor and associated costs

· To save space

· Reduce accidents

Factors Favoring Automated Storage and Handling System
· High labor costs associated with manual handling, and high risks
· High value items/suppliers

· Shortage of space/land for expansion/efficient use of space

· Continuous operations all the time, thus being more dependable than a manual system

· A stable and a sizable market for the products
Advantages of Automated Materials Handling System
· It can provide a better audit trail

· It can easily be used to standardize an automated stock rotation system

· It leads to efficient utilization of space

· It becomes easy to reduce and monitor stock levels

· Reduce labor costs
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