Week One Lecture Notes

STORAGE AND DISTRIBUTION MANAGEMENT
INTRODUCTION 

In some countries the word “store” is used to refer to a retail outlet such as a “general store” or a “department store” from which goods are sold, mainly to individuals/consumers.  However, in this course we define a Store, “as an area set aside into which all the items and materials required for production and/or for sale/distribution are received, where they are housed for safekeeping, and from which they will be issued as required.”

Supplies/Stocks
Simply refers to inputs or consumables required by end users in an organization for example, raw material, spare parts, tools, finished goods, maintenance materials, component part and work in progress. The variety and quantity of items and materials held in the Store of a particular enterprise will depend on its size and on its range of activities.
Distribution
It is simply the process of sending out or delivery of things to a number of people. On the other hand, distribution channel is a set of independent organizations involved in the process of making a product or service available to the consumer or business user. 
Management
Tony Proctor (1982) defines management as the task of planning, staffing, and controlling any organization or group. On the other hand, E.F.L. Bench defines management as a social process entailing responsibility for the effective and economic planning and regulating of the operations of an exercise, in fulfilment of a given purpose, such responsibilities include judgment, planning, controlling, integration, motivation and suspension. Coordination is also stressed in the definition of Koontz and O’Donnell. According to them, “Management is a process of designing and maintaining an environment in which, individuals, working together in groups efficiently and effectively accomplish group goals”.
In simple “Management” is getting things done through other people. According  to  this  definition,  managers  do  not  do  things  they  get  other  people  to  do things. Therefore, much of work done by the shopkeeper falls in the functions of management, which includes Planning of work and method of doing it, Organizing (division of work between him and his helper) Directing (getting the work done) Motivating (rewarding the worker and praising him for good work done) Co-ordination (ensuring availability of materials and tools whenever required, instructing his helper about the job to be done) and Controlling (getting the target, quality and revenue). These six functions of management are common for all managers, from supervisors and managers of a small scale business to the Managing Director or Chairman of a multinational corporation' only the intensity and the spectrum of these functions may vary from one level of Management to other.
Note: If you identify an issue within supplies/stores and take no action then you are not managing.
Stores Management

This is concerned with ensuring that all the activities involved in storekeeping and stock control are carried out efficiently and economically by those employed in the Store.  In many cases it will also encompass the recruitment, selection, induction and the training of stores personnel, and much more. The work of any manager comprises two different aspects: the technical aspect which is concerned with   the work to be performed in the section, department or enterprise concerned and the human aspect, which is concerned directly with the people who are employed to perform that work.

Why do organizations keep supplies/stock?
Virtually every enterprise finds it necessary to hold ‘stocks’ or  ‘inventory’ or supplies  of various items and materials.  That is because it would be practically impossible to operate with only one of each item to be sold or used in manufacture or used in office work.  A  ‘ reserve’  or a  ‘fund’  or ‘inventory’ of each item or material used or sold frequently is therefore ‘maintained’ , so that as items or materials are sold or used they can be replaced or replenished from the stocks ‘held in reserve’. For instance, let us take a footwear shop there will be a variety of different shoes, boots, etc, on display - both in the shop’s windows and inside the shop itself.  It would be very inconvenient and time-consuming for a shop assistant to have to remove the footwear from the display each time a customer wished to try on a pair.  And, in any case, only one size and colour of each style or type of shoe, boot, sandal, etc., is likely to be on display at any one time.

Instead, when a customer expresses interest in a particular style, a shop assistant will ask the size he or she usually wears and the colour preferred, and will then try to find the right size and colour from the pairs of footwear held in reserve.  In many cases pairs of popular items in the most commonly asked for sizes will be kept inside the shop itself, on shelves or in cabinets.  But other pairs will be kept in another room or perhaps in more than one room to which the shop assistant can go to find the footwear concerned; that room is the  ‘ store room’   or ‘stock room’.

When a pair of shoes or other footwear is sold from those inside the shop, it must be possible to replace that pair quickly, whenever possible, by another pair held in the store or stock room.  No business could operate efficiently if every time it sold an item or used up an item in manufacture, it had to order a replacement from the supplier or manufacturer. Therefore the reasons to held stock include but not limited to the following:
· Continuity of operations

· Price fluctuations

· Location or long distance

· Economies of scale

· Demand and supply mismatch

· Work in progress

· Business strategy 

· Market ploy

· To add value 

· To cater for customer needs

What are the dangers of keeping supplies in organizations?

· Acquisition costs e.g. telephones calls, preparing of purchase documents etc.
· Holding costs e.g. tied up capital, insurance, lighting, rent etc.
· Shortage or stock out costs which may lead to loss of customer good will, loss of sales etc.
The key activities in storage and distribution management
· Receipt of goods/supplies 

· Actual storage of supplies

· Issuing of supplies
1.  Receipt of supplies: This follows a logical follow of events and each stage is quite important that is; notification stage, confirmation of delivery, stock allocation, labour allocation, supplies handling allocation, scheduling of deliveries, and delivery of supplies, unloading, and inspection.
a. The information that an order has been placed indicating the quantities and provisional tentative delivery date. This helps the staff in charge of supplies to start planning for logistical inputs. For instance; storage, labour, handling etc. A copy of purchase order will be availed to the supplies section and will contain among other; name of suppliers, unit price, quantity, expected date of delivery, mode of transport, reference number etc.
b. The second stage/level is where the provider notifies purchasing that they confirm/will deliver. This information is then passed on to the stores or supplies unit to make definite provisions for this stock.This may call among other allocating space if there are no permanent bins or if the consignment is higher the available storage area. The supplies issues a confirmation order note indicating the mode of transport and descriptions of items to be delivered, any specially storage required to be in place before delivery , sample if applicable for testing purposes etc.
c. There is also Labour allocation, where labour may be allocated especially where the consignment may require special handling among others.
d. Materials handling equipment allocation is the next level where equipment may be put aside during some particular time to deal /handle supplies to avoid inefficiency say in form of double handling.

e. Scheduling of deliveries, to enable to the handling one at a time. Continuous delivery may be based on the available resources.

f. Actual deliveries of goods where there is need for care to avoid damages, accident and thefts. At this stage physical counting /weighing of items as this determines the basis for total value of the local purchase order. 
g. After delivery before items are put in their permanent storage bins/locations there is need to carry out quality assurance.
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 in charge 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

Key Terms used in Stores 
a) Stock: Materials or good kept in the store
b) Control:  Checking to see that accurate quantity and quality is maintained.
c) Stock control: This is means by which materials of the right quality and quantity is made available as at when required with due regards to economy in stooge and ordering cost purchases price and working capital. 
d) Stock taking: This is a complete process of verifying the quantity balance of the entire range of items held in stock.
e) Stock checking: Is any   others checking on physical quantity balance of the entire range of items held in stock.

f) Storage: It is a means of holding and protecting commodities for future use and the system by which such commodity are held and controlled for efficient retrieval.
g) Store: Is the place where all goods produced or brought by the organization are kept and issued out needed in some organization the store house is collected where.

h) Stock levels:  Are the level employed that stock are not allowed to raise or fall between the level e.g. maximum and minimum levels.
i) Maximum Stock Level: Is the amount expressed in unit of issues above which other stock should not be allowed to raises.

j) Redundant: When the quantity of an item in stocks more than necessary to provide an adequate service to production or operational activities the excess over the normal holding is said to be redundant.
k) Obsolescent: An items is said to be obsolescent when it is going out and use but not just completely un-usable.

l) Obsolete: An item is regarded as being obsolete when it is no longer usable by the organization concern because of a charge in operation practice or method of production.
m) Discrepancy:  Is the different between stock records and physical quantity offer stock taking.
n) Material: Are components, spare parts, raw materials, that are kept in store house.
o) Minimum stock level: Is the amount expressed in units of issue below which any given commodity should not be allowed to fail.

p) Buffer stock: A situation where stock is held to meet unexpected demand.
q) Stock out: A situation where the store house is temporarily of stock.
r) Salvaging: this is a process of saving materials for advantageous use or disposal of a company’s property which is no longer economically useful to its owner in its present condition.
s) Lead time: is a period of time between ordering and replenishment when the goods are available for use.
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