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	Answer for Question 1

I. Q: Outline the various elements of purchasing with the help of suitable examples?
A:  As discussed in the text, purchasing function is to ensure the continuity of supply of raw materials, sub-contracted items, and spare parts and at the same time to reduce the overall cost of the project. The elements are listed below:

· Right Price: As it is the primary concern of any organization to get an item at the right price, general guideline can be had from the cost structure of the product, initiating the concept of learning curve and proper price negotiation.

· Right Quality: Right quality implies that quality should be available, measurable and understandable as far as practicable. The quality particulars are normally obtained from the indents. 

· Right Time: For determining the right time, the purchase manager should have lead time information for all products and analyze its components for reducing the same. While determining the purchases, the buyer has to consider emergency situations like floods, strikes etc. However, rush purchase should be resorted to only in exceptional.

· Right Source: The  source  from  which  the  material  is  procured  should be  dependable  and  capable of supplying items of uniform quality. The buyer has to decide which item should be directly obtained from the manufacturer and means of transportation must be considered.

· Right Quantity: Concepts such as economic order quantity, fixed period and fixed quantity systems serves as broad guidelines to ensure right quantity. This is an important parameter in buying.

· Right Place: This means the right place of delivery. Every purchase contract, in addition to time of delivery, must clearly state the place of delivery and such other terms like free delivery or ex-factory delivery. 

II. Q: What are the main objectives of purchasing?
A: Purchasing is the activity acquiring goods or services to accomplish the goals of an organization.

The main objectives of purchasing are to (1) maintain the quality and value of a company's products, (2) minimize cash tied-up in inventory, (3) maintain the flow of inputs to maintain the flow of outputs, and (4) strengthen the organization's competitive position. (5)  maintain continuity of supply to support the scheduling of the project, (6)  Ensure minimum investment in stores and materials inventory (7) Avoids duplication of purchases, wastes, obsolescence and costly delays, (8) Maintains proper quality standards based on suitability criteria, must be maintained, (9) Procure materials at the lowest possible cost, consistent with quality and service requirements.
Purchasing may also involve (a) development and review of the product specifications,(b) receipt and processing of requisitions,(c) advertising for bids, (d) bid evaluation, (e) award of supply contracts, (f) inspection of good received, and (g) their appropriate storage and release.

III. Q: what are the various prerequisites for becoming a good purchase manager?
A:  A Purchase manager is responsible for buying the best quality equipment, goods and services for a company or organization at the most competitive prices .The purchase manager oversees supply chain management and procurement, possibly on a worldwide scale.

    Purchase manager need to be good at negotiating, networking and dealing with numbers, as well as dealing with other factors such as sustainability, risk management and ethical issues.

The various prerequisite for becoming a good purchase manager is but not limited to the following:
· Good communication skills

· Excellent negotiating and networking skills

· mathematical ability, to work with figures and budgets

· Good judgment and analytical ability

· An organized approach

· Accuracy and attention to detail

· Good business sense

· Leadership skills and the ability to work well as part of a team

· The ability to work under pressure and meet deadlines.

IV. Q: What are the objectives and functions of stores?
A: The store is concerned with holding appropriate levels of stocks of the required quality, under the correct storage conditions, for use by other departments.
Good storekeeping involves storing materials so as to achieve the following objectives:-

(a) Immediate location of required materials. (b) Speedy receipt and issue of materials. (c) Full identification of all materials at all times. (d) Ability to give details of quantities held in store on request. (e) Protection of materials against deterioration (e.g. from dampness crushing, evaporation). (f) Protection of materials against fire and theft. (g) Economical use of storage space.
The functions of stores is as follows:

(a) To receive raw materials, components, tools, equipment and other items and account for them (b) Provide adequate and proper storage and preservation to the various items (c) To meet the demands of the user departments by proper issues and account for the consumption (d) To minimize obsolescence, surplus and scrap through proper codification, preservation and handling (e) To highlight stock accumulation, discrepancies and abnormal consumption and evolve effective control measures (f) To ensure good housekeeping so that material handling, material preservation, stocking, receipt and issue can be done adequately, and (g) To assist in verification and provide supporting information for effective purchase action.
V. Q: Describe the general criteria adopted for the layout of stores
A: The general criteria considered for the layout of stores are as follows:

The stores function must be organized so as to meet the primary objective of serving the user by easy identification. Within the constraints of location of the physical facility, the materials must be so located to enable quick and easy retrieval. Safe working conditions and adequate fire-fighting arrangements should be made. Provision for toilets, smoking areas, routine maintenance of equipment and its repair bays, safe electrical wiring etc. should be provided.

Also adequate space for moving material around, fork truck movements should be created. Balance between the cost of investment, cost of moving the material should be made before arriving at the optimum layout plan. The aisle widths have to be properly determined and marked.
Layout of the store should ensure that there is easy movement of materials, good housekeeping, and sufficient space for men and materials, optimum use of storage space and judicious use of equipment such as shelves, racks, pallets etc. To add to this, clear and adequate lighting should be there to ensure better and safe working environment. There should be proper preservation to protect the materials from rain, sun, humidity, moisture, insects, white ants and other biological, physical and natural sources of deterioration should be ensured. The available floor area should be clearly demarcated as receiving bay, inspection area, bulk storage area, storage space, issue area, scrap yard etc.
Items handled frequently must be the most conveniently located compared to others. Store space should be optimised for cubic space and not just floor area to economise,In block stacking, it is difficult to access if a particular required item is lying in between. Thus, the type of method of issue of material (FIFO, LIFO etc.) determines the layout pattern.

For individual item, the storage racks, bins, pigeon holes built into wooden or metallic structures are easy and preferred. The racks can be stacked against the wall or back to back. The size of each compartment can be determined according to the size of the equipment being stored. Revolving racks with castors may also be used. Small but costly items should have adequate special locking and security arrangement. To facilitate loading and unloading, trucks and wagons are parked against a wall. Ramps with sufficient maneuvering space should be provided. 
Doors should be built large enough for the worst case situations. Columns in stores should be sufficiently apart. Security is a prime consideration. Security devices and personnel need should be adequately planned and nearest police station availability should be known beforehand.

Good Communication is a must for receiving indents, informing of supply or inventory status and security considerations. Access to storage issue areas must be restricted and confined only to authorized stores personnel to prevent pilferage, theft, accident or damage. Finally Fire-fighting equipment should be available and all personnel should be trained to use

it properly.
VI. Q: Differentiate between stock valuation and verification.
A: Stock valuation is the examination of the accuracy and propriety of the valuation of those stocks which are shown in the balance sheet of any concern at the end of the financial year while stock verification is the proof of existence or confirmation of stock on the date of balance sheet. Verification usually indicates verification of stocks of any organization which can be done by the examination of value, ownership, existence and possession of any asset.
Valuation is operation which includes: (i) Obtaining all the necessary information regarding valuation, (ii) analysing all the figures available, (iii) confirming the fact that the valuation is being determined on the basis of generally accepted conventions and accounting principles while Verification is a process which includes: (i) valuation of stocks at its proper value, (ii) ownership and title of the stocks, (iii) confirmation about the existence of the stock.
2.  Discuss the different stages of material procurement cycle
A:
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The material procurement cycle is a series of steps involved in the process of acquiring goods for sale or use by a company or agency. It starts with identifying the need for a given product, moves through the process of purchase and delivery, and winds up at renewal, where people decide if they need more of the product
The typical procurement cycle for a service or material consists of the following phases:
1. Need Defined—End User/Requestor submits request and specifications.

2. Procurement Method Selected—Based on type and estimated cost of good/service as well as purchasing authority, purchaser determines the procurement method that will result in a best value acquisition for the state.

3. Solicitation—Purchaser creates the appropriate solicitation document, with terms and conditions and evaluation criteria clearly defined, and notifies vendor sources for an informal or formal bid process.

4. Receipt of Bids and Responses to Solicitation—Vendors submit their response to the solicitation.

5. Evaluation and Awards— Purchaser(s) review the responses from vendors, determine compliance with the solicitation and make an award based on the pre-defined best value criteria.

6. Inspection and Acceptance— End User receives goods or services for inspection, determining acceptance or rejection.

7. Change Management— End User and Purchaser coordinate with vendor on any changes.

8. Payment— Agency makes payment in accordance with the Prompt Payment Act.

9. End of contract cycle— Agency closes out contract for services. Vendor performance report filed. For commodities, disposal of item that has completed its life cycle in accordance with state surplus property
3.  Explain the various tendering system used for ordering the material
A: The tender system is adopted to procure materials at the most competitive rates and to eliminate chances of undue favour to any supplier. Buying should be as impersonal as possible and should foster a spirit of healthy competition so that the prices quoted are most competitive.
There are three broad method of tendering system which are as follows;

1. Open Tender: Open tendering allows anyone to submit a tender to supply the goods or services that are required. Generally an advert will be placed giving notice that the contract is being tendered, offering an equal opportunity to any organization to submit a tender. On larger projects, there may then be a pre-qualification process that produces a short-list of suitable suppliers from the respondents expressing interest in the contract. This short list will then be invited to prepare tenders.
Open tendering has been criticized for being a slow and costly process, attracting tenders or expressions of interest from large numbers of suppliers, some of whom may be entirely unsuitable for the contract and as a result it can waste a great deal of time, effort and money. However, open tendering offers the greatest competition and has the advantage of allowing new or emerging suppliers to try to secure work and so can facilitates greater innovation. One of the major problems in the tendering process is the "rogue" bidder. The rogue bidder quotes very low (much below the known costs/prices at times) prices.
2. Limited Tender: This mode of selecting vendor/s refers to inviting tenders from only a limited numbers of bidders. Since tendering is limited to only a few bidders it is presumed that the bidders are well known to the purchaser for their capability etc. tenders are issued in such a way that sufficient competitive quotations are received from the bidders.

In this case tendering is resorted to only when reliable bidders (manufacturers/ suppliers/ traders/ contractors) are known. For this purpose, the Purchasers maintains a list of 'approved' or registered vendors. The selection of a vendor for tendering is done by the purchaser  to ensure that :
· the firms are financially and technically sound
· the past performance of the firms with regard to quality ,price and adherence to time schedule has been acceptable

· the Supplier has successfully made the last supply
3. Single Tender: It refers to issuing Tender enquiry to only one firm i.e. to single firm. It happens usually when; the item concerned is manufactured by only one firm. Such Proprietary items are purchased from their manufacturers only. Sometimes, due to an arrangement with the dealers, a firm may not like to respond directly to an enquiry. In such situations limited tender enquiry can be issued to many dealers of that firm for having competition for getting better price.
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