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	BLOCK I :INTRODUCTION AND CONCEPT
	In Unit1 will give you a thorough knowledge about Material Planning: Material Requirement Planning andManufacturing Resource Planning. It will also cover few other types of planning just to give an overview how different types of planning evolved in o...
	In Unit 2students will be able to get information about Just In Time, JIT Production Planning, Strategic Material Planning,
	In Unit 3students will get complete understanding aboutMaterial Control: Acceptance, Sampling, Inspection, Make Or Buy Decision, Simple Cost Analysis, Economic Analysis,
	In Unit 4 students will learn about Break Even Analysis, Break Even Point Theory, Whether To Add Or Drop a Product Line, Store Management And Warehousing, Process and Requirements Explosion.
	UNIT 1 : MATERIAL PLANNING
	Unit Structure
	Objectives
	1.1Introduction
	1.2 Techniques of Material Planning
	1.3Material Requirement Planning (MRP-I)
	1.4Manufacturing Resource Planning
	1.5 Differences between MRP-I and MRP-II
	1.8Enterprise Resource Planning (ERP)
	1.9Differences between MRP and ERP
	1.10 Advanced Planning and Scheduling Software (APS)
	1.0Objectives
	After completing this unit students will be able to:
	Know about Material Planning
	Learn Techniques of Material Planning
	Have a thorough knowledge of Material Requirement Planning (MRP I)
	Understand the concept of Manufacturing Resource Planning (MRP II)
	Have a brief knowledge of Distribution Requirements Planning ( DRP)
	Know about Production Planning
	Understand about Advanced Planning and Scheduling Software (APS)
	Learn about Enterprise Resource Planning ERP
	1.1 Introduction
	1.2Techniques of Materials Planning:

	The planning for materials management is aimed at determining the demand for the end-products. This is possible only through farsightedness or forecasting. Therefore, forecasting forms “the basis for materials planning. There are various techniques fo...
	1.3 Material Requirement Planning (MRP- I)
	A Material Requirements Planning (MRP) system is a planning and decision-making tool used in the production process which analyses current inventory levels vs. production capacity and the need to manufacture goods, based on forecasts. MRP schedules pr...
	1.3.1 Features of Material Requirement Planning:
	Main features of Material Requirement Planning are:
	1.3.2  Need for Material Requirement Planning
	Companies need to manage the types and quantities of materials they purchase strategically; plan which products to manufacture and in what quantities; and ensure that they are able to meet current and future customer demand—all at the lowest possible ...
	1.3.3Importance of Material Requirement Planning
	1.3.4 Elements ofMaterial Requirement Planning
	There are Three Elements of Materials Requirements Planning (MRP)
	1.3.5 Steps and Processes of Material Requirements Planning
	1.3.6 Material Requirements Planning Software
	1.3.8 Disadvantages of MRP
	1.3.9 Practices to make Material Requirements Planning Systems work
	1. What do you understand by Material Requirement Planning? What are its features?
	1.5 Differences between MRP I and MRP II
	Fig. 1.4 MRP-I, MRP-II and ERP
	Exhaustiveness
	The Development Segments
	Business Size
	The Cost Factor

	1. What is material planning?
	2. What are the techniques of material planning?
	3. Define Material Requirement Planning.
	4. What are the main features of Material Requirement Planning?
	5. How does Material Requirement Planning work? What are its steps?
	6. What are the advantages of Material Requirement Planning?
	7. State the disadvantages of Material Requirement Planning.
	8. What is the need and importance of Material Requirement Planning?
	9. What is the difference between MRP I and MRP II?
	10. State the following in brief:
	a. DRP
	b. Production Planning
	c. APS
	11.State the differences between MRP and ERP.
	UNIT 2 : JUST IN TIME
	Unit Structure
	Objectives
	2.1Introduction
	2.2Inventory Management
	2.3Techniques of Inventory Management
	2.4Just In Time (JIT)
	2.5 Production planning
	2.0 Objectives
	After completing this unit students will be able to:
	Get an overview of Inventory management.
	Get a deep knowledge of Just In Time (JIT) technique.
	Get a thorough knowledge of JIT Production Planning.
	Understand the concept of Strategic Material Planning.
	2.1 Introduction
	2.2.2 Features of Inventory Management

	1. ABC Analysis:
	ABC analysis stands for Always Better Control Analysis. It is an inventory management technique where inventory items are classified into three categories namely: A, B, and C. The items in A category of inventory are closely controlled as it consists ...
	3. Just In Time (JIT) Method:
	4. Material Requirements Planning (MRP) Method:
	5. Economic Order Quantity (EOQ) Model:
	6. Minimum Safety Stocks”
	7. VED Analysis
	8. Fast, Slow & Non-Moving (FSN) Method
	Just-in-time also known as JIT is an inventory management method whereby labour, material and goods (to be used in manufacturing) are re-filled or scheduled to arrive exactly when needed in the manufacturing process.
	JIT is a manufacturing management process. It was first developed and applied in the Toyota manufacturing plants in order to meet consumer demands with minimum delays. Taiichi Ohno of Japan is referred as the father of Just In Time. Toyota met the inc...
	2.4.1 Importance of Just in Time (JIT)
	The main focus of JIT is to identify and correct the obstacles in the production process. It shows the hidden problems of inventory. Just In Time method prevents a company from using excessive inventory and smoothens production operations if a specifi...
	2.4.2 Elements of Just in Time (JIT)
	/
	Fig. 2.2 Elements of Just in Time
	Following are the elements involved in JIT :
	2.4.5 Practical Examples of JIT in Industry
	JIT inventory management is used today by businesses in industries ranging from retail to fast food to tech. Toyota is one of the most famous examples of Just in Time manufacturing simply because it was one of the first to implement this strategy effe...
	Kellogg’s:
	Apple:
	2.5 JIT Production Planning
	Fig.2.3 : Production Planning and Control
	2.5.1 Objectives of Production Planning
	The objective of production planning and control is to plan and manage the materials and capacities based on the customer needs. Thus production planning enables the company to fulfill customer demand and achieve other goals efficiently and with high ...
	Following are the objectives of Production Planning :
	2. Fewer Rush Orders:
	3. Better Control of Inventory:
	6. Improved Plant Morale:
	7. Good Public Image:

	2.5.4 Disadvantages of Production Planning
	Undoubtedly, the system of production planning and control is a must for efficient production management; but in, practice, sometimes, it fails to achieve the expected results because of the following limitations.  1. Lack of Sound Basis:
	2. Rigidity in Plant’s Working:
	3. Time-consuming Process:
	4. Costly Device or machine:
	5. External Limitations:

	2.6 Strategic Material Planning
	Types of Strategic Material Planning
	2. Lag Strategy
	3. Match Strategy
	4. Dynamic Strategy
	1. Understanding the Service Level Requirements
	2. Estimating and Analyzing the Current Capacity
	3. Planning for Future Requirements and Demand
	2.6.3 Checklist for making Strategic Material planning
	1. Capacity
	2. Setup/Run Hours
	3. Utilization
	4. Efficiency
	5. Queue time/move hours
	6. Offset hours
	7. Concurrent Resources
	1. Monitor Operations Costs
	2. Ensure Adequate Availability
	3. Maintain Production Cycles
	4. Identify Skill Gaps
	5. Plan New Production Facilities
	6. Meet operations budget:
	2.7 Summary
	Inventory management is the act of keeping track of a company’s stocked goods and monitoring their weight, dimensions, amounts, and location.
	Just-in-time (JIT) inventory system is a management strategy that aligns raw-material orders from suppliers directly with production schedules. Companies employ this inventory strategy to increase efficiency and decrease waste by receiving goods only ...
	production process, which reduces inventory costs. This method requires producers to forecast demand accurately.
	Production planning is concerned with decision making relating to processes for producing goods and services in accordance with the pre-determined specifications and standards by incurring minimum costs.
	Strategic Material Planning involves the process used to determine the resources manufacturers need to meet the demand for their products or services. The level of capacity directly relates to the amount of output in the form of goods and services man...
	Test Your Progress
	1. What do you understand by inventory management?
	2. Explain the types of inventory in detail.
	3. Explain the techniques of inventory management.
	4. Can you explain Just In Time management (JIT) with a few  practical examples?
	5. What do you understand by:
	a) Advantages of Just in time management.
	b) Disdvantages of Just in time management.
	6. What are the main objectives of production planning?
	7. What is the importance of production planning and control?
	10. Give a quick Checklist for making Strategic Material planning.
	11. Explain the process of Strategic Material planning.
	12. Are there any challenges faced by industries while doing strategic material planning? If yes, state them.
	2.9 Suggested Readings
	https://searcherp.techtarget.com/
	https://www.rfgen.com/blog
	https://efinancemanagement.com/
	https://www.shopify.in/
	https://www.warehouseanywhere.com/
	https://kanbanize.com/
	https://www.tradegecko.com/
	https://www.investopedia.com/
	https://www.tandfonline.com/
	https://www.ilearnlot.com/
	https://www.yourarticlelibrary.com/
	UNIT 3 : MATERIAL CONTROL
	Unit Structure
	Objectives
	3.1Introduction
	3.2Material Control
	3.3Acceptance of Material Control
	3.4Sampling of Material Control
	3.5 Inspectionof Material Control
	3.0 Objectives
	After completing this unit students will be able to:
	Get thorough knowledge of Material Control.
	Gather information about Material Acceptance.
	Analyze about Material Sampling.
	Get a deep understanding of Material Inspection.
	Understand the concept of Make or Buy Decision.
	Get complete understanding of Simple Cost Analysis.
	Get a clear knowledge of Economic Analysis.
	3.1 Introduction
	Materials constitutes major portion of the total cost of the product. Supplies are also used for the manufacture of product. Both materials and supplies are collectively called as stores. The finished goods are termed as stock.
	3.2 Material Control
	In simple words, material control refers to the various measures adopted to reduce the amount of loss of materials at the time of receiving, storing and issuing the raw materials. Material control in practice is exercised through periodical records an...
	3.2.1 Scope of Material Control
	3.2.4 Necessity And Importance of Material Control
	3.3 Acceptance of Material Control
	Acceptance of material controlmeans to receive the deliveries from suppliers according to the Purchasing Order or Subcontract Order planned through MRP or other systems, where whether or not the delivery date or the quantity meets the conditions set a...
	It comprises of following components:
	A. Scheduled delivery date:
	It is the date when items are scheduled to be delivered from suppliers based on the released order. In terms of suppliers, this date means the delivery date.
	B. Installment Delivery:
	It is a type of delivery where suppliers or subcontractors deliver the specified quantity of items not at a time but by splitting it in a several times. The company placing a certain volume of order may give instructions to deliver by installment acco...
	C. Not-Yet Delivery:
	Generally speaking, "Not-Yet Delivery" has different interpretations depending on the order release or order receipt. In terms of order release, "Not-Yet Delivery" refers to the not-yet-delivered quantity of items when less quantity of items are deliv...
	3.4 Sampling of Material Control
	Important factors that determine the design and implementation of a sampling program involve shipment size, ingredient variability, laboratory accuracy, cost of the essay and value of the ingredient.
	Therefore, when defining the sampling procedures one should consider the purpose of sampling, the laboratory analysis through which samples will undergo and the characteristic of the ingredients and finished products.
	Sampling protocols should meet scientifically recognized principles and procedures. Laboratory methods should be developed and validated according to scientifically recognized principles.
	Sampling procedures will depend on the nature of the raw material, in process or finished product lots, conveying  and sampling equipment.
	Prior knowledge of the product data and sampling resources allows the assignment of the appropriate sampling procedures.
	The use of recognized international sampling methods will ensure a standardized administrative and technical approach and will facilitate the interpretation of results of analysis related to lots or consignments of feed.
	1. What do you understand by material control? Explain its importance and process.
	2. What is acceptance of material control and what are its components?
	3. What are the issues in sampling of material control that lead to hazard?
	3.5 Inspection of Material Control
	An incoming inspection, also known as a receiving inspection or material inspection, validates the quality of purchased raw materials based on set acceptance criteria. It is performed by quality assurance personnel in the manufacturing facility to res...
	3.5.2Need for Material Inspection
	1. Foreign Suppliers
	2. Quality Fade
	Never be fooled into thinking it’s only your foreign suppliers you need to be prepared for.
	3. The Costs
	3.5.3 Objectives of Inspection
	3.5.4 Advantages of Inspection or Materials

	3.5.5 Certified Off-Site Material Testing
	3.5.6 Steps involved in Material Inspection
	1. Pre-inspection Steps
	2. Photos
	4. Physical Condition of Material
	5. Make & Manufacturer
	6. Confirm Certifications
	7. Storage Requirements
	3.6 Make Or Buy Decision
	The majority of the make or buy decisions are made on the basis of price. But this is only one of the criteria, which is to be evaluated in this strategic decision. Many non cost factors encourage long term contracts with the suppliers to aid in the a...
	This results in excellent, mutually beneficial customer-supplier relationships developed over long periods based on trust and achievement of common objectives. Most have the make or buy decisions are complex, time consuming and affect many parts of th...
	3.6.2 Factors Influencing Make or Buy Decision
	3.6.3 Functional Aspects of Make or Buy Decision:
	Economic and no Economic Factors Influencing Make or Buy Decisions:

	1. Why inspection of material control important. Also state its objectives.
	2. State the steps involved in material inspection.
	3. What are the factors that influence make or buy decision?
	3.7 Simple Cost Analysis
	A simple cost analysis is a process businesses use to analyze decisions. The business or analyst sums the benefits of a situation or action and then subtracts the costs associated with taking that action. Some consultants or analysts also build models...
	Before building a new plant or taking on a new project, prudent managers conduct a cost-benefit analysis to evaluate all the potential costs and revenues that a company might generate from the project. The outcome of the analysis will determine whethe...
	By considering all options and the potential missed opportunities, the simple cost analysis is more thorough and allows for better decision-making.

	3.7.1 Steps of Simple Cost Analysis
	Step One: Calculate All-Inclusive Cost
	Step Two: Calculate Benefits
	Step Three: Incorporate Time to the Equation
	3.7.3 Limitations of Cost-Benefit Analysis
	3.8 Economic Analysis
	1. Cost/benefit analysis
	2. Cost/Effectiveness

	Summary
	Material Control is a system which ensures required quantity of material of the required quality at the right time and place with minimum investment of capital.
	Acceptance of Material Controlis an inspection made when accepting the purchased parts or subcontract goods, including raw materials and parts necessary for production activities, from suppliers.
	Sampling is the act, process, or technique of selecting a suitable sample, or a representative part of a population for the purpose of determining parameters or characteristics of the whole populations.
	Make-or-buy decision refers to an act of using cost-benefit to make a strategic choice between manufacturing a product in-house or purchasing from an external supplier. It arises when a producing company faces a diminishing capacity, experiences probl...
	Economic analysis is the study of economic systems. It may also be a study of a production process or an industry. The analysis aims to determine how effectively the economy or something within it is operating. For example, an economic analysis of a c...
	1. https://accountlearning.com/
	2. https://www.playaccounting.com/
	3. https://www.accountingnotes.net/
	4. https://marketbusinessnews.com/
	5. https://www.sciencedirect.com/
	6. https://www.yourarticlelibrary.com/
	7. https://www.asprova.jp/
	8. https://www.getmaintainx.com/
	9. https://infodreamgroup.com/
	10. https://www.playaccounting.com/
	11. https://www.referenceforbusiness.com/
	12. https://www.yourarticlelibrary.com/
	13. https://www.referenceforbusiness.com/
	14. https://www.investopedia.com/
	15. https://www.purchasing-procurement-center.com/
	UNIT 4 : BREAK EVEN ANALYSIS
	Unit Structure
	Objectives
	4.1Introduction
	4.2Break Even Analysis
	4.3Break-Even Point Theory
	4.4Whether To Add Or Drop A Product Line
	4.8Test Your Progress
	4.9Suggested Readings
	Completely understand Break Even Point Theory.
	Get an idea Whether To Add Or Drop A Product Line
	Learn about Store Management And Warehousing.
	Understand the concept of Product Explosion.
	4.1 Introduction
	4.2 Break Even Analysis
	A break-even analysis is a financial tool which helps a company to determine the stage at which the company, or a new service or a product, will be profitable. In other words, it is a financial calculation for determining the number of products or ser...
	4.2.1 Importance of Break Even Analysis:
	1. Starting a new business: To start a new business, a break-even analysis is a must. Not only it helps in deciding whether the idea of starting a new business is viable, but it will force the startup to be realistic about the costs, as well as provid...
	2. Creating a new product:In the case of an existing business, the company should still peform a break-even analysis before launching a new product—particularly if such a product is going to add a significant expenditure.
	3. Changing the business model: If the company is about to the change the business model, like, switching from wholesale business to retail business, then a break-even analysis must be performed. The costs could change considerably and breakeven anal...
	4. Financial Tool:The Break Even Analysis is a handy tool to decide if a company should or should not start producing and selling a product. In addition, you can calculate the Break Even Point (BEP), also known as the critical point. It is the turnove...
	/Fig. 4.1: Break Even analysis

	4.2.3 Components of Break Even Analysis
	3. Contribution Margin
	4.2.2Formula for Break Even Analysis

	Calculation of Break-Even Analysis
	4.2.4Uses of Break Even Analysis
	Additionally, break-even analysis is very useful for knowing the overall ability of a business to generate a profit. In the case of a company whose breakeven point is near to the maximum sales level, this signifies that it is nearly impractical for th...

	4.2.5 Strategies to lower your break-even point
	1. Lower fixed costs
	3. Lower variable costs

	4.2.6Benefits of Break-even analysis
	6. Cover fixed costs: Doing a break-even analysis helps in covering all fixed cost.
	4.2.7 Limitations of Break-even analysis
	1. Not a predictor of demand
	2. Dependent on reliable data
	3. Simplistic
	4. Ignores time
	5. Ignores competitors
	4.3 Break Even Point Theory
	The point at which total of fixed and variable costs of a business becomes equal to its total revenue is known as break-even point (BEP). At this point, a business neither earns any profit nor suffers any loss. Break-even point is therefore also known...
	/
	In addition to Fixed Costs, Variable Costs, Contribution Margin, there are two more terms to understand:
	Illustration:3
	4.3.2 Graphical Representation of the Break Even Point
	The break-even point can be defined as a point where total costs (expenses) and total sales (revenue) are equal. Break-even point can be described as a point where there is no net profit or loss. The firm just “breaks even.” Any company which wants to...
	/
	Explanation:


	4.3.3Ways to monitor Break-even point
	4.3.4 Margin of Safety
	Solution:
	4.5.1 Objectives of Stores Management
	4.5.4 Warehouse Management benefits
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	Block II :Purchasing Decisions and Research
	In Block IIyou will learn about purchasing, importance of a good purchasing system, organization of purchasing functions, purchase policy and procedures, responsibility and limitations material planning. You will also see how purchasing decisions play...
	In Unit 5 you will learn about Purchasing: Importance Of Good Purchasing System, Organization Of Purchasing Functions, Purchase Policy And Procedures, Responsibility And Limitations.
	In Unit 6 you will gather extensive information about  Purchasing Decisions, Purchasing Role In New Product Development, Role Of Purchasing In Cost Reduction, Negotiations And Purchase.
	UNIT 5 :PURCHASING
	Unit Structure
	Objectives
	5.1Introduction
	5.2Purchasing
	5.3Importance of Good Purchasing System
	5.4Organization of Purchasing Functions
	5.5 Purchase Policy and Procedures
	5.8Summary
	5.9Test Your Progress
	5.10 Suggested Readings
	Completely understandimportance of a good purchasing system.
	Get an idea of organization of purchasing functions.
	Get knowledge ofpurchase policy and procedures.
	Understandresponsibility of purchase policy.
	Learn aboutlimitations of purchase policy.
	5.1 Introduction
	Purchasing managers/directors, and procurement managers/directors guide the organization’s acquisition procedures and standards. Most organizations use a three-way check as the foundation of their purchasing programs[citation needed]. This involves th...
	5.2 Purchasing
	A purchasing system is a process for buying products and services encompassing purchase from requisition and purchase order through product receipt and payment. Purchasing systems are a key component of effective inventory management in that they moni...
	5.2.1 Objectives of Purchasing
	5.2.2 Importance of Purchasing:

	5.2.3 Steps of Purchasing Process
	Traditionally, the purchasing process is a cycle, with each step requiring the exchange of information and various approvals to move forward. Every business will have its own unique touches to add, but generally speaking, the purchasing process follow...
	/Fig.5.1: Steps of Purchasing Process
	1. Needs Analysis
	2. Purchase Requisition to Purchase Order
	The “purchasing” portion of the purchasing process kicks off with a purchase requisition submitted to the purchasing department or purchasing manager by the individual, team, or department requesting the goods or services. The purchase requisition con...
	3. Purchase Order Review and Approval
	4. Requests for Proposal
	5. Contract Negotiation and Approval
	6. Shipping and Receiving
	7. Three-Way Matching
	8. Invoice Approval and Payment
	9. Accounting Records Update
	5.3 Importance of Good Purchasing System

	A good purchasing system keeps a concern going smoothly. Thus, it holds a very important place in any concern.
	5.3.1 Purpose of purchasing system
	5.3.2 Types of purchasing systems
	1. Forward Buying:
	2. Tender Buying:
	3. Blanket Order:
	4. Zero Stock System:
	5. Rate Contract System:
	6. Reciprocity:
	7. System Contract:
	5.4 Organization of Purchasing Functions
	For any organization to function properly and smoothly it is essential to have an organized system. In the same way it is important to organize all the purchasing functions well. A superintendent is appointed in an organization to look after this work.
	5.5 Purchase Policy and Procedures

	1. The objective of the purchasing policy
	2. Role of purchasing department
	3. Vendor setup and  onboarding process
	4. Contract signing authority
	6. Delegation of authority
	7. Purchasing process and accepted norms
	Purchase order process
	8. Invoices and accepted norms
	9. Competitive Bidding
	10. Ethical purchasing and conflict of Interest
	11. Supplier diversity
	12. Record retention
	5.5.3 Types of Purchase Policy
	1. Conservative buying policy
	2. Concentrated buying policy
	3. Diversified Buying policy
	4. Reciprocal buying policy
	1. Receiving indents:
	2. Assessment of demand or description of need:
	3. Selection of sources of supply:
	4. Receiving of quotation:
	5. Placing order:
	6. Making delivery at the proper time by following up the orders:
	7. Verification of invoices:
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	12.2.1 Reasons for Inventory Build-Up
	12.2.2 Actions to be Taken for Avoiding Inventory Buildup:

	Business owners build up their inventories as part of a planned cycle of replenishment to cover normal monthly forecast product demands and prevent unnecessary back ordering or customer attrition during crucial sales periods. They also might increase ...
	12.2.3 Terms related to Inventory Build-Up:

	1. Accumulation Basics:
	2. Accumulation Costs:
	3. Moving Inventory:
	4. Additional Solutions:
	12.2.4 Negative Effects of Inventory Build – Up
	Inventory control is an important part of maintaining your company’s finances. You have a significant amount of money tied up in buying, warehousing and moving inventory. That is why you need to understand the negative effects of building up inventory...
	dynamic feature of your business that should be cycled through your warehouse as quickly as possible. If you hold on to inventory for too long, you are causing your company several expensive problems.

	1. Obsolescence:
	2. Holding Costs:
	3. Interest Rates:
	4. Storage Space:
	12.3 EOQ

	12.3.4 Limitations of Using EOQ
	12.4 Various Inventory Models
	Inventory model is a mathematical model that helps business in determining the optimum level of inventories that should be maintained in a production process, managing frequency of ordering, deciding on quantity of goods or raw materials to be stored,...
	There are two types of Inventory model widely used in business:

	Fixed Reorder Quantity System.
	The quantity of safety stock is often derived by analysing historical data and is set to an optimized level by evaluating carefully the current cost of inventory and losses that may be incurred due to future risk.

	2. Fixed Reorder Period System:
	12.5 Inventory Models With Quantity Discount
	Quantity discount is a reduction in price offered by seller on orders of large quantities. Quantity discounts exist in different forms and in certain scenarios they may not be obvious. The well-known buy-1-get-1-free sale is actually a 50% quantity di...

	12.5.1 Implication for Decision Making
	Example:
	12.6Exchange Curve Concept
	12.7Coverage Analysis
	12.8Optimal Stocking And Issuing Policies
	The general inventory depletion problem can be described as the problem of finding an issue policy which maximizes or minimizes a prescribed function when the inventory itself is changing in quality over time.
	The assumption of one demand source withdrawing items from the stockpile is removed and the case of several demand sources is considered.
	Next, it is assumed that there is a constant penalty cost, p, each time an item is issued. It can be described as an installation or work stoppage cost.
	Finally, the assumption that the field life, L(S), is a concave or convex function is removed. A more general type of function is considered. L(S) is a concave nonincreasing function for Sε [0, t] and L(S) = L(t) = c > 0 for S ≧ t. When L(S) has this ...
	12.9Inventory Management Of Perishable Commodities
	1. Deploy a FIFO Strategy:
	2. Set par levels:
	3. Contingency planning:
	4. Regular auditing:
	12.10ABC – VED Analysis
	Calculation of  ABC Inventory Analysis
	V-Vital category
	E- Essential category
	D- Desirable category

	12.10.2.1 Usage of VED Analysis
	12.12Test Your Progress
	What is inventory build-up?
	What are the reasons for inventory build-up?
	What are the actions to be taken for inventory build-up?
	What are the negative effects of inventory build-up?
	What is EOQ? What is its formula?
	What is the goal of EOQ?
	What are the limitations of EOQ?
	What are various inventory models? Explain in detail.
	What is quantity discount?
	What is exchange curve? What is its application?
	What do you understand by Optimal Stocking And Issuing Policies
	What is ABS Analysis? Explain its calculation.
	What is VED analysis?
	What is the usage of VED Analysis?
	Cost of placing and receiving one order Rs. 50
	Annual carrying cost for inventory value 10%
	Answers:
	600 units.
	200 units
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	Unit 13 Surplus Management
	Unit Structure
	Objectives
	13.1Introduction
	13.2Surplus Management
	13.3 Inventory Management System
	13.4 Information System For Inventory Management
	13.5Summary
	13.6Test Your Progress
	13.7Suggested Readings
	13.1 Introduction
	Industrial manufacturing and plant operations’ professionals all have a common need to find a solution for managing surplus assets so they can focus on their many other responsibilities. Whether that consists of idle assets no longer contributing to d...
	13.2 Surplus Management
	13.2.1 Primary Sources of Surplus:
	(A) Surplus from Scrap and Waste:
	(B) Surplus, Obsolete or Damaged Machines/Equipment:
	(C) Surplus Damaged Stock or Obsolete Items:



	13.2.3 A Strategic Approach to Surplus
	……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………...
	13.3 Inventory Management System
	13.3.1 Major Specifications of Inventory Management Systems
	13.3.2 Top Inventory Management System Features by Category
	13.3.2.1 Important Features of Inventory Management
	13.4 Information System For Inventory Management
	13.4.1 Inventory Management Module

	13.4.2Features of Inventory management software
	13.4.3 Functions of Inventory Management Software

	13.4.3 Software Modules in Inventory Management Systems
	……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………...
	13.4 Summary
	Surplus or industrial surplus may be defined as those items/goods/materials which are in excess of reasonable operational needs of the enterprise/plant/concern. Surplus is the state of an item when stock is likely to last longer than a reasonable peri...
	An inventory management system is a tool that allows you to track goods across your business’s supply chain. It optimizes the entire spectrum spanning from order placement with your vendor to order delivery to your customer, mapping the complete journ...
	An inventory management system (or inventory system) is the process by which you track your goods throughout your entire supply chain, from purchasing to production to end sales. It governs how you approach inventory management for your business.
	13.5 Test Your Progress
	1. What do you understand by surplus?
	2. What are the primary sources of supply?
	3. What do you understand by strategic approach to supply?
	4. How can costs be reduced and cash flow enhancement can be done through asset recovery?
	5. How is streamlining of reverse supply chain is done?
	6. What is inventory management system?
	7. What are the major specifications of inventory management system?
	8. What are the important features of inventory management system?
	9. What is the impact of inventory management?
	10. What are the benefits and challenges of inventory management systems?
	11. What are the best practices for inventory management systems?
	12. What do you understand by information system for inventory management?
	13. What do you understand by inventory management module?
	14. What are the features of inventory management software?
	15. What are the functions of inventory management software?
	16. What are the software modules in inventory management system?
	13.6 Suggested Readings
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	Structuring of information flow
	Regular feedback
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	15.2.3 Applications
	Use in forecasting
	Naïve approach
	Drift method
	Seasonal naïve approach
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