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Material 

 

Introduction 

Material is an important element of cost, truly speaking, the most important and significant 

element of cost in a manufacturing concern. The manufacturing concerns remove the 

hindrance involving shape, size or structure of the natural elements which cannot be used 

by human beings for the satisfaction of their needs. These elements are converted into 

consumable goods or valuable resources through these concerns. In input-output system, 

manufacturing concerns use different materials as input and after following the 

manufacturing procedures in systematic way different goods or services come out as output. 

So the output is the result of input or materials. The visible elements of an output are actually 

the elements of different materials, although there are different types of costs found in a cost 

statement. 

 

Meaning and Concept of Materials and Inventory: 

A. Materials: 

According to the Terminology of ICMA, London, materials are "the commodities supplied 

to an undertaking". These are the physical elements employed in the production process 

and consumed during the course of conversion into the output. But the output may be of two 

types — such as (i) Physical Goods, Finished Product or Tangible Output, and (ii) Services or 

Intangible Output. 

So, materials are the real and physical resources used in different stages of production as 

inputs for conversion into the finished goods or for rendering of services. Although materials 

are mainly related to production activities, the physical elements consumed or required in 

performing office & administration, selling, and distribution functions are also considered as 

materials. 

For example – Wood, nails & screws, gum, colour etc. in a carpentry shop; cloth, threads 

bottom etc. in a tailoring shop; raw jute, water, chemicals etc. in jute mill; iron ore, 

manganese, lime stone dolomite etc. in a steel factory are the materials. 
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