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 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	Unit 9 – Purchase and Storage Management

1i 

Purchasing is made up of various elements with the end goal of ensuring all elements are procured in order to service a project without delay or interruption. Different industries/companies have varied approaches to purchasing however there are fundamental key elements adhered to industry wide. 

These elements can be defined and explained with case examples as below: 

Right Source
The use of technical analysis in order to identify the best source(s) to purchase items from. This elements decision is based around capacity, availability, cost, transportation, delivery and uniformity. This process also involves consideration of obtaining materials from a primary (direct manufacturer) or secondary source.  

Case Example
A construction contractor’s purchase manager looking to purchase 300sqft of plaster board for a new project would go to the market in order to identify suppliers or even manufacturers that are able to provide the required plasterboard in correct amounts and quality. This would involve consideration of all the above elements. 

Right Price
Identification of the lowest price for the required item(s) from a reliable source as already determined. A tender system can be used to compare an array of bidding and competing suppliers. Negotiation is also used in some cases to determine better prices. 

Case Example
The purchase manager would analyse and cross compare the pricing documents supplied in order to determine which bidding supplier is offering the best price for the plasterboard. This can then be pursued further and even potentially negotiated. 

Right Time
Organisation of the supply of materials inline with the construction projects demands. Using good communication with suppliers to reduce lead time in order for the project to not be delayed whilst awaiting material. This process involves some forecasting and planning in order to work effectively. Provisions for emergency situations may also be made however this is kept to a minimum in order to not waste money.   

Case Example
The purchase manager finds out the lead time for the plasterboard to be delivered to site from the supplier. The supplier’s answer determines when the manager can order the materials. The manager would liaise with the supplier in order to get the material delivered on time. 

Right Quantity
Techniques such as economic quantity, fixed period or fixed quantity are used in order to procure the correct quantity of items. The purchase manager is influential in this process as he is able to consider discount, price structure and quality. This is influenced by his relationship with the supplier. 

Case Example
The purchase manager knows he requires 300sqft of plasterboard for the project however he may be able to negotiate a discount with the supplier for buying this large quantity. 

Right Place
Referring to the terms and conditions in order for said items to be delivered to the correct location. Clear delivery address and transport is stated at this point. 

Case Example
The purchase manager simply provides the correct location (site address) to the supplier who in turn writes this in to their terms and agrees to deliver at this location via a certain type of transport. 

These elements all make up purchasing, an important process in order for a contractor to procure all required items to execute a project correctly and to standard. 

ii 

The main objective of purchasing is to secure all required items in order to execute a project correctly to standard and on time. The supply of materials should not delay or have negative effect upon the project. The fundamental purchasing objectives used within the process are to maintain supply, standards and relationships. The process should also minimize any negativity such as delivery delay, duplication or excess unnecessary expenditure. This then allows the contractor to obtain value whilst maintaining competitiveness from bidding suppliers. 

iii 

A purchase manager is a job in which a variety of skill is required in order to work effectively. A poor standard of purchase manager would be detrimental to a business potentially causing excessive expenditure and delay to projects.

A purchase manager should have good commercial experience, knowledge and qualification. This is vital in order for the manager to be able to deal with supply accounts, contracts, tenders, and quotations. The manager should posses the ability to work with numbers and mathematical elements.   

The commercial knowledge should be met with IT competency. The use of computer programmes such as Microsoft Excel and Projects in order to process the actions of purchasing are essential. 

A purchase manager should be a good communicator in order to liaise clearly and effectively between suppliers and their own site team. The manager should be a logical thinker who can easily identify requests and in turn process these in order to deliver on time as required. A purchase manager would be expected to show initiative in order to resolve situations and obtain results. 

A purchase manager should have good knowledge of material, construction processes and industry equipment. Understanding specification and requests clearly means the manager can ensure the supplier is certain of what to deliver. This knowledge may come from previous experience in another construction role.  

iv 

A store is a useful element of a contractor’s business that can be used to assist the construction processes required. 

The store’s simple function is to hold material until it is required on a project. This saves space on site and allows for the contractor to stager delivery times. 

The store receives and accounts for all items sent there, it then provides adequate storage and preservation for the items. This can be material, equipment and tooling for example.     

The store works in a way in which everything is stored, labelled and kept in good condition this can then minimize wastage whilst ensuring supply is quick and accurate. 

V

The layout of stores affects the way in which it can function. There are some general criteria a store layout usually adopts. 

The layout should ensure the material is easily accessible and movable this will involve specific labelling and identification. 

The layout should create an environment in which material is best stored. This would involve being clean and dry with no exposure to moisture or external weather. 

The store should have appropriate storage devices such as racks, shelving and bins in order to effectively store the equipment in a safe manner. 

The store should be appropriately staffed with competent employees trained and equipped to execute desired tasks. This should also be guarded by security and have protections such as fencing or CCTV in place in order to protect the potentially high value stock. 

There should ideally be an easy access point in order for vehicles to be loaded safely in the simplest way possible. This minimises the use of labour and therefore potential injury. 

vi 

Stock verification refers to the process of checking quantities of available items (stock) that are present within the store. This is recorded and then cross checked against the stock records in order to make sure everything is present and accounted for. 

Stock valuation refers to the process of calculating the value of the items that are present within the store. This then gives the contractor an overall value for their stock. 

In essence stock verification and valuation look at the same items in two different ways. The stock verification looks at quantity and accountability without any financial bearing, where as stock valuation purely looks at the financial value of the stock. Although these differ, stock valuation cannot be accurately achieved unless a stock verification is completed first. The verification produces an accurate quantity of items that the valuation can then be calculated upon.   

2

The material procurement cycle is a fairly simple process when laid out on paper however each element needs to be correctly executed in order for it to all work correctly. 

The cycle can be broken down in to roughly ten potential stages as below in order of execution: 

Indent
Request/order for goods defined by spec and quantity. This is the starting basis for the process that would be determined by the needs of a project. 

Enquiry
Seeking quotes from suppliers in order to obtain an item not currently in the company’s stock. This stage can generate new business from suppliers and manufacturers who wish to supply said goods. 

Offer Processing
Comparison and decision on quotes for desired items. This involves cross comparison as previously discussed in order to achieve the best product at the most competitive price. 

Ordering
Creation of order for item(s) required. Terms and conditions determined along with delivery.   

Receipt of Material 
A receipt of material received upon delivery. This can then be kept as record of what has been received. 

Inspection of Material
Material delivered is inspected in order to ensure it is correct and of desired quality and quantity. This stage highlights any defects or damage that may need to be resolved. 

Making Payments
Once content with supplied items invoices are paid within the agreed timescale. The terms of payment can often work as a short term loan for the contractor.  

Storage of Materials
Items are stored correctly and stock levels are updated accordingly. 

Issue of Material 
Material once in stock can then be issued to construction projects accordingly. 

Updating Books
The records are once again updated in regards to what material has been supplied, to whom and in what quantity. The store may then wish to restock these items. 

This is the main way in which material supplied to a store prior to a construction project works. The process is simple and involves a variety of elements. 

3 

Tendering systems are used in order to obtain quotations from suppliers for items or services a construction contractor requires. Tendering encourages fair and competitive pricing from a variety of suitable suppliers. 

There are three types of tendering system that can be used for material purchase as explained below. 

Open Tender
The open tender system offers an opportunity for suppliers to purchase tender documents in order to gain specification and terms and conditions in which they can then price for. These are often advertised in newspapers and trade journals in the form of Notice Inviting Tenders (NITS). Once this is priced by a supplier they are able to submit a tender in the hope of winning the work and supplying agreed items (material for example). 

Once downside to open tendering is that there are opportunities for rogue bidding in which a supplier tenders extremely low to win the contract in the hope they can renegotiate terms and payment. 

Limited Tender  
Limited tender is used to eradicate rogue bidding. Limited tender requires a limited number of bidders to meet pre defined specifications prior to the bid process. This reduces lead time and involves precautions in order for genuine bidders to not be dismissed. 

Simple Tender
A simple tender is a tender that can be used ideally for proprietary based items but is best avoided in order to prevent blackmail or unfair pricing. This tender can be used to reduce lead time of frequent and repetitive orders. The simple tender is not the most popular tender system however it is used in some situations and could be used in the procurement of material. 
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