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Materials management: is the activity that controls the transmission of physical materials through the value chain from procurement through production into distribution. It includes logistics which means the procurement through production and physical transmission of material through the supply chain, from suppliers to customers. a firm's ability to perform its manufacturing function efficiently depends on a continuous supply of high quality material inputs for which materials management is responsible. An international firm objective is to lower costs by dispersing the production activities. Get low costs from managing the global supply chain efficiently to better match supply and demand. Objective #2 increase product quality by eliminating defective products from both the supply chain and the manufacturing process. Improved quality control reduces costs by: -increasing productivity bec time is not wasted manufacturing poor quality products that cannot be sold, leading to a direct reduction in unit costs – lowering rework and scrap costs – lowering warranty costs.  
Total quality management (TQM): management philosophy that takes as its central focus the need to improve the quality of a company's products and services.  Deming argued that environemnt should be created to encourage employees to report problems. That they should train employees and that great quality is achieved by commitment from everyone. EU requires that products be certified ISO 9000: Certification process that requires certain quality standards that must be met. 
Objective of international business:
Production and materials management must be able to accommodate demands for local responsiveness. Local resp. creates pressure to decentralize manufacturing activities to the major national or regional markets
Manufacturing and materials management must be able to respond quickly to shifts in customer demand. 
Country factor:  political economy, culture. Externalities include the presence of an appropriately skilled labour pool and supporting industries.  Future movement in its exchange rate  currency appreciation can transform a low cost location into a high cost one. 
Technological factor: the technology that performs specific manufacturing activities. 1) fixed costs: setting up a manufacturer 2) Minimum efficient scale: it is about the plant output expands, units costs decrease bec of greater utilization of capital equipment and the productivity gains that comes with specialization of employees within the plan. the larger the minimum efficient scale of a plant, the greater the argument of centralizing production in a single location or limited number of locations.  3)flexible manufacturing and mass customization: flexible manufacturing technology: designed to improve job scheduling, reduce setup time and improve quality control. It allows the company to produce a wider  range of end products at a unit cost that at one time could be achieved only through the mass production of a standardized output. It may increase efficiency and lower unit costs.  Mass customization: the production of a variety of end products at a unit cost that could once be achieved only through mass production of a standardized output. Solve it by JIN. another form of  F.M. T is flexible machine cell: flexible manufacturing technology in which a grouping of various machine types, a common materials handler, and centralized cell controller (computer) produce a family of products.
Product factor: 2 features effect it
· Value-to-weight-ratio because it influence transportation costs. 
· Product serve product needs: needs that are the same all over the world, such as steel, bulk chemicals, and industrial electronics
Locating production facilities
Concentration of production makes the most sense when: 
· Differences between countries in factor costs, political economy, and culture have substantial impact on the costs of manufacturing in various countries
· Trade barriers are low
· Externalities arising from the concentration of like enterprise favour certain locations
· Important exchange rates are expected to remain relatively stable
· The production technology has high fixed costs, a high minium efficient scale, or a flexible manufacturing technology exists
· The products value to weight ratio is high
· The product serves universal needs
Decentralized manufacturing is appropriate when 
· Differences between countries in factor costs, political economy, and culture do not have a substantial impact on the costs of manufacturing in various countries
· Trade barriers are high
· Location externalities are not important 
· Volatility in important exchange rates is expected
· The production technology has low fixed costs, low minimum efficient scale, and flexible manufacturing technology is not available
· The product's value to weight is low
· The product does not serve universal needs
The strategic role of foreign factories
· To produce labour-intensive products at as low a cost as possible
· Important centres for the design and final assembly of products for the global marketplace
· Factories upgrade for improvements-sources: 1) pressure from head office to improve a factory's cost structure 2)increasing plenty of advanced factors of production in the nation in which the factory is located. They create valuable knowledge base
Sourcing decisions: whether a firm should make or buy component parts
The advantage of make (vertical integration): 
· Lower costs
· Facilitate specialized investments: creates mutual dependency. 
· Protect proprietary product technology: tech unique to a firm, competitive advantage 
· Improve schedulding: planning, coordination, (JIT)
The advantage of buy:
· Strategic flexibility: switching orders
· Lower costs: 
· Offsets: capture more orders from that country
Trade-offs are involved in make or buy decisions. In house seems to be beneficial when highly specilaized assets are involved, when vertical integration is necessary for protecting proprietary technology or when the firm is simply more efficient than external supplier at performing a particular activity.  
