Week Two Lecture Notes

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.
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