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1. Give short answers for the following questions:      


I. Outline the various elements of purchasing with the help of suitable case examples. 
· right price
· right quality 
· right contractual terms 
· right time
· right source
· right material
· right place
· right mode of transportation
· right quantity
· right attitude

II. What are the main objectives of purchasing?  
·  to maintain continuity of supply to support the scheduling of the project
·  in doing so, minimum investment in stores and materials inventory must be ensured,                    consistent with safety and economy
· duplication of purchases, wastes, obsolescence and costly delays must be avoided 
· proper quality standards based on suitability criteria, must be maintained
· materials must be procured at the lowest possible cost, consistent with quality and service requirements
· it must maintain, in-so-far as materials costs are concerned, organisation's competitive position in the market







                                                                                                                  Student name: Tamas Galler
                                                                                                                  Student no: 1323
                                                                                                                  Assignment no: 9
                                                                                                                  Page no: 2



III. What are the various prerequisites for becoming a good purchase manager? 
· ensuring continuity of supply of raw materials, sub-contracted items and spare parts of equipment
· reducing the overall cost of the project
· ensuring an effective storing
· selecting suppliers
· placing purchase orders, follow-up
· receiving materials

IV. What are the objectives and functions of stores? 
The simplest (and very outdated) definition of the warehouses or stores is that it is the place where one keeps (or offloads) material for some time before its use. However, according to a more functional definition of stores, it is a place where following activities are carefully undertaken: Receipt of goods, timely procurement of materials, accounting the transactions, minimising obsolescence, surplus & scrap by proper identification and using correct preservation methods, ensuring good housekeeping by accurately and timely updation, issue of receipts, ensuring issues and other documentation and handling other issues pertaining to storage and cleanliness. 
In other words, the functions of stores can be classified as follows: (a) To receive raw materials, components, tools, equipment and other items and account for them, (b) To 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 minimise 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. re one keeps (or offloads) material for some time before its use.

V. Describe the general criteria adopted for the layout of stores. 
(a) The stores function must be organised so as to meet the primary objective of serving the user by easy identification. 
(b) Within the constraints of location of the physical facility, the materials must be so located to enable quick and easy retrieval.
(c) Layout should ensure 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. 
(d) 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. 
(e) Clear and adequate lighting should be there to ensure better and safe working environment. 
(f) Safe working conditions and adequate fire-fighting arrangements should be made. 
(g) Provision for toilets, smoking areas, routine maintenance of equipment and its repair bays, safe electrical wiring etc. should be provided. 
(h) Adequate space for moving material around, fork truck movements should be created. 
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(i) 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. Utilisation of heights has to be determined by ease of access, ease of storage, retrieval, type and size of package, load characteristics of the flooring, roofing, gantry crane, beam pressures, exhaust arrangements, installation and usage of fire prevention systems and provision of moving ladders. 
(j) The available floor area should be clearly demarcated as receiving bay, inspection area, bulk storage area, storage space, issue area, scrap yard etc. 
(k) Items handled frequently must be the most conveniently located compared to others. 
(l) Store space should be optimised for cubic space and not just floor area to economise. 
(m) 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. 
(n) For individual item, the storage racks, bins, pigeon holes built into wooden or metallic structures are easy and preferred. 
(o) 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. 
(p) Small but costly items should have adequate special locking and security arrangement. 
(q) To facilitate loading and unloading, trucks and wagons are parked against a wall. Ramps with sufficient manoeuvring space should be provided. 
(r) Normally, warehouses are designed for standard loading conditions. These should be seen or determined beforehand and heavier loadings should have added support.
(s) Doors should be built large enough for the worst case situations. Columns in stores should be sufficiently apart. Storage of bulk commodities can create plenty of wastage of space. 
(t) Security is a prime consideration. Security devices and personnel need should be adequately planned and nearest police station availability should be known beforehand. 
(u) 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 authorised stores personnel to prevent pilferage, theft, accident or damage. (v) Fire-fighting equipment should be available and all personnel should be trained to use it properly.

VI. Differentiate between stock valuation and verification.  
Stock-taking or inventory checking is the physical verification of the quantities and condition of items held in an inventory or warehouse. This may be done to provide an audit of existing stock valuation. It is also the source of stock discrepancy information.


2. Discuss the different stages of "material procurement cycle".             
After satisfactory quality inspections, the due payments are made to the vendor(s) and terms are sent to the warehouse or store of the company for storage purposes from where they are ready for issue to the user department. Once the material reaches in the stores, it can be issued to any user department through a laid down stores systems and procedures.
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The different stages of material procurement cycle are the following:
· Indenting (The purchase order should be typed without mistakes with all terms & conditions duly mentioned in it.)
· Enquiry stage (In this stage, the enquiry for quotations is sent to the vendors. Details of the indent applicable are included here.)
· Offer Processing Stage (At this stage, the focus is on viewing offers on a platform which is fair and objective oriented while comparing it to the ideal one.)
· Ordering Systems (After deciding on the vendor to whom the order is to be placed, the Purchase Order (PO) is to be drafted. Since this is a legal contractual document that binds both the seller and the buyer to certain conditions, this has to be carefully and thoughtfully done.)
· Cash Purchase (Sometimes, the whole process is not followed and the items are purchased off the shelf from the market or across the counter. This may be because the whole normal and formal method of ordering may be too expensive as compared to the value of the items being purchased or it may be an emergency item, whose stock out could have catastrophic ramifications in terms of costs or reputation of the company.)
· Tender System (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.)
· Rate and Running Contract (In rate contracts, the rate for the item procured is fixed for a particular time period. Sometimes, it is fixed for a set of defined quantity sizes. Normally, a running contract is a rate contract and means that the validity regarding the quantity is flexible.)
· Sub-contracting (Sometimes, the most commonly used method of procuring the item is to sub-contract the manufacture of the item to a few properly chosen sources.)
· Systems Contract (In this method, the seller acts as the material planner for the buyer. The buyer concentrates on the costly and critical items but leaves the rest of the items to the systems contractor to replenish as they get to the reordering point.)
· Stockless Purchase (This method is used for large and long duration projects.)
· Blanket Order (In this method, blanket orders are placed for items which are low cost or are MRO items (required for Maintenance, Repair and Operation). The intent is to prevent cost increase of the item by repeated ordering. These items are ordered on a time period commitment basis rather than on quantity commitment basis.)
· Seasonal Buying (Items which are seasonally available (not all round the year) need to be procured earlier or at least need to be arranged to be supplied when required. Sometimes, this needs to be done because the stores have no storage facilities currently.)
· Receipt of Material, Transportation and Inspection (While transporting the goods from the sellers to the buyer's premises, formalities like Sales Tax and Insurance have to be completed by contacting the necessary agencies and filling up the necessary forms. Coordination between end user, quality assurance and other departments is necessary to ensure timely supplies in the smoothest possible manner. In inspection, we shall restrict ourselves here to quality aspects.)
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3. Explain the various tendering system used for ordering the material.
Open Tender 
In an open tender, advertisements are placed in leading newspapers. These are typically called NITS - Notice Inviting Tenders. The tenderers usually have to quote in the prescribed formats and deposit the earnest money (signifying earnestness to quote and fulfil contractual obligations). The tender documents are normally priced documents and contain the specifications, terms & conditions of supply and erection or commissioning, terms of payment etc. Sometimes, the offers are received as technical and commercial bids. The intent is to evaluate if all the people have satisfied the minimum desirable terms and conditions technically. Moreover, deviations in quantum of supply, terms & conditions etc. are noted and discussions and negotiations are held to arrive at a settlement. This also helps in loading the offer during the price bid opening.
Limited Tender 
One way of avoiding known rogue bidders is to limit the number of bidders by a set of prequalification rules. It is called limited tender. Care should be taken that the pre-qualification methodology does not eliminate genuine bidders or should not be misused to favour certain organisations only. Limited tenders also mean reduced lead time.
Single Tender 
For proprietary items, single tender systems are used. Since competition puts an organisation in a position to get the best value for money, single tender is at best avoidable and can lead to the price blackmail. However, single tender if used should be preferably for long term with repeat order facility to prevent undue lead times in negotiations.
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