[image: BOLC_Logo]                                                                  
   Assignment Cover Sheet





	Student Name:
	Olga Hooton 

	Student Number:
	1660

	Course:
	Diploma in Construction Management Level 4 

	Assignment NO:
	09



Marking Criteria:
 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. 
	1. Answer the following questions:

I. Outline the various elements of purchasing with the help of suitable case examples. 

Purchasing process can vary from one organization to another, but there are some common key elements:
· demand or requirements (material or service)
· requisition generated – requirement specifications 
· supplier selection
· request for proposal, request for quotation
· supplier sends out the the quotation to the buyer
· review – best offer – best on price, availability and quality (room for negotiation)
· purchase order generated
· delivery or collection arrangements, payment (paperwork to file)
· good(s) taken or collected, condition check 
· keeping paperwork for records.

Case example: Rooflights and suitable flashing to order for a client. I communicated and agreed on requirements on specification and product needs with the client and builders. To make sure to find the right products and get the products on time for project I collected all the necessary information to be able to start the research on time. I contacted 4 different suppliers (with two whom our company is using on a regular basis and checked two new supplier company as well. After finding the best supplier for sourcing the product from I double checked with the client that the rooflights I find they find suitable and are satisfactory for their needs. After comparing the proposals received, I negotiated with the supplier to reduce the original cost they indicated in their proposal. They provided me a new quotation with reduced cost and extended the guarantee time for the products. Before going ahead with the order I ask for an approval from my director. 
Order has been made, made the payment, updated client’s payment records and materials order history. Forwarded all necessary information onto the builders to be able to collect the items. After collection I updated records with delivery note. I provided feedback and evaluated the purchase. I also provided feedback towards the supplier company on purchase process made, product information and store collection based on the builders’ experience.


II. What are the main objectives of purchasing? 

The purchasing objective is understood as buying materials of the right quality, in the right quantity, at the right time, at the right price, and from the right source. This is a broad generalisation, indicating the scope of purchasing function, which involves policy decisions and analysis of various alternative possibilities prior to their act of purchase.

The main objectives of purchasing are:
- to pay reasonably low prices for the best values obtainable, negotiating and executing all company commitments
- to keep inventories as low as is consistent with maintaining production
- to develop satisfactory sources of supply and maintain good relations with them
- to secure good vendor performance including prompt deliveries and acceptable quality
- to locate new materials or products as required
- to develop good procedures, together with adequate controls and purchasing policy
- to implement such programmes as value analysis, cost analysis, and make-or-buy to reduce cost of purchases
- to secure high caliber personnel and allow each to develop to their maximum ability
- to maintain as economical a department as is possible, commensurate with good performance
- to keep top management informed of material development which could affect company profit or performance
- to achieve a high degree of co-operation and co-ordination with other departments in the organisation
- to maintain continuity of supply – continuous availability of material, supply and equipment 
- to maintain standards quality 
- to avoid duplication, waste and obsolescence
- to maintain company’s competitive position and good image.

III. What are the various prerequisites for becoming a good purchase manager? 
		
To become a good purchase manager its essential to have the following skills: 

-good oral and written communication skills
-analytical skills
-commercial awareness
-ability to adapt to different client needs and to develop and maintain successful working relationships
-a good standard of numeracy in order to analyse facts and figures;
-a flair for negotiation and networking
-the ability to make important decisions and cope with the pressure of demanding targets and tight deadlines
-a confident and mature approach
-tact and diplomacy.

A good purchase manager has and able to use to listed skills above. Has enough business experience (especially gained in buying and selling) to work with confident and knowledge relevant to the field. Has the relevant qualifications or is working towards to be qualified; is a full Chartered institute of Purchasing and Supply (CIPS) member or working towards to become one.  He/she thinks about innovation, growth, and cost-savings in all aspects of the company's business; continually sources new materials and products with innovation and growth in mind. And most importantly good purchasing managers understand how and why quantity and price relate to carrying costs and logistics costs.

IV. What are the objectives and functions of stores? 

Functions of stores:

- Issuing purchase requisitions to Purchase Department as and when necessity for materials in stores arises.
- Receiving purchased materials from the purchase department and to confirm their quality and quantity with the purchase order.
- Storing and preserving materials at proper and convenient places so that items could be easily located.
- Storing the materials in such a manner so as to minimise the occurrence of risks and to prevent losses due to defective storage handling.
- Issuing materials to various departments against material requisition slips duly authorized by the respective departmental heads.
- Undertaking a proper system of inventory control, taking up physical inventory of all stores at periodical intervals and also to maintain proper records of inventory.
- Providing full information about the availability of materials and goods, whenever so necessary by maintaining proper stores records.


Main objectives as follows:

- immediate location of required materials
- speedy receipt and issue of materials
- full identification of all materials at all times
- ability to give details of quantities held in store on request
- protection of materials against deterioration, losses and damages
- protection of materials against fire and theft
- economical use of storage space
- to minimize the storage costs of materials
- to maintain systematic records of materials
- to avoid over and understocking materials.

V. Describe the general criteria adopted for the layout of stores. 


The general criteria considered for the layout of stores are as follows: 

-The stores function must be organised 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. 
- Layout should ensure easy movement of materials, good housekeeping, sufficient space for men and materials, optimum use of storage space and judicious use of equipment such as shelves, racks, pallets.
-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. 
-Clear and adequate lighting should be there to ensure better and safe working environment. 
-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 should be provided. 
-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. 
- The available floor area should be clearly demarcated as receiving bay, inspection area, bulk storage area, storage space, issue area, scrap yard.
-Items handled frequently must be the most conveniently located compared to others. 
-Store space should be optimized for cubic space and not just floor area to economies. 
-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 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. 
-Normally, warehouses are designed for standard loading conditions. These ' should be seen or determined beforehand and heavier loading should have added support. 
-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. 
-Security is a prime consideration. Security devices and personnel need should be adequately planned and nearest police station availability should be gown 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 authorised stores personnels to prevent pilferage, theft, accident or damage.
-Fire-fighting equipment should be available and all personnel should be trained to use it properly. 

VI. Differentiate between stock valuation and verification. 

There is a distinct difference between the two terms "valuation" and "verification". Valuation is the monetary equivalent of the stock or material in hand whereas verification is the determination or quantification of the material in stock and checking its deviation from the figures shown in the books. 

Valuation becomes necessary to assess the assets of the company for sale, determining insurance cover to be taken, during acquisition and mergers, get an idea about the difference between book and actual depreciation etc. Since the procurement price or sale price of a material does not remain constant, it is necessary to valuate the stocks regularly or during specific occasions. For example, if the price of an item in inventory which is required for producing something has gone up during its storage period, selling it by basing its selling price on the past purchase price can mean lesser margins. Similarly, if the price has gone down during the stocking period, selling it at a higher price can mean being outpriced by competition. 

Since valuation methods can increase or decrease assets, companies occasionally resort to manipulating the valuation methods to present rosy or drastic pictures as the case may be. For instance, the gross profit is the difference between net sales and costs of production. Since materials cost is a part of production, the valuation basis can determine whether the company is going to have profits or losses.

VII. Discuss the different stages of “material procurement cycle”. 

Stages in the Procurement cycle:

Step 1 - Need recognition:
 This is a seemingly obvious step, but one that needs to be mentioned. A business owner (or procurement department) must recognize a product is needed in order to purchase it. That product can be either a brand new item, or one that is being re-ordered.

Step 2 - Specific need:
Making sure of being up to date on specific requirements for various products and ordering accordingly. 

Case study 1: Clients moved into a brand new flat. The builders whom laid down engineer wood flooring throughout the entire flat after the new development was built did not have the product code for the flooring they used. 
Our company carried out load bearing wall removal and fitting structural steels to create an open are between two rooms in the flat. I was trying to source the same flooring for the open area. I’ve got in touch with the building company whom previously worked on site. They did not have the flooring information on record. Our builders have removed the existing
flooring to have a look for a product code on the back. There were 6 digit displayed on the back instead of 10. I have managed to contact to the main supplier company and have been told by them they were unable to identify the item – based on only partial code number and colour provided. They also said their mailing system does not work so I am unable to send them pictures of the product to provide the exact match. The only way for them to supplier more of their product if I go to their store in person with a sample to their store. (Long distances with 3 different locations for our office, site and store.) Due to the fact I was only needed to source 19m2 of flooring, the supplier company said they were not even willing to place an order for such a small quantity. 

After plenty of phone calls and research the flooring has been supplied by a different company. 

Case study 2: 
Our client ordered the removal of their shed and concrete slabs from their patio to have new patio slabs laid down and get the patio base levelled. The patio slabs they chosen was available from a supplier who has several branches within the UK. They did not have all the patio slabs in stock at one location it had to be collected from 3 different locations – the same supplier company but one located in London, one in Hertfordshire and the third one in Bedfordshire they had the patio slabs in stock. The material was not available for delivery only for collection. I have spoken with the branches and reserved the slabs. Our builders picked up patio slabs they could carry in their van from the nearest branch. Works has started. While laying down the slabs were in progress, one of the builders went off to pick up the rest of the slabs. 
Then its been found out that the supplier company recently slightly changed to products colour. They were selling out the old stock and used the same product code to refer to the new colour they introduced. They did not mention this beforehand and its turned out when they reported their stock availability towards me they did not check that the quantity we were needed was not available in the same colour we started off the works with. 
Eventually we managed to source the rest of the slabs in the same colour and successfully completed the project. 

I shared these case studies to highlight the importance of keeping accurate records for products is essential.  


Step 3 - Source/Examine supplier options:
Every business needs to determine where to get their goods. Some companies have an approved vendor’s list (this is a recommended practice) while others are still trying to determine who the best suppliers are. Once a supplier is chosen, companies should stick with that relationship and try to establish preferred pricing.

Step 4 - Price and terms:
 Once a supplier is chosen, companies should stick with that relationship and try to establish preferred pricing and specific terms for instance in delivery. 

Step 5 - Purchase Order:
The purchase order is used the formal contract used to buy the product. The purchase order outlines the price, specifications and terms and conditions of the product or service and any other additional obligations.

Step 6 – Delivery:
The transfer of the purchase order via email, mail or fax (email is highly recommended).

Step 7- Expediting:
This stage addresses the timeliness of the service or materials delivered. Delays, for many businesses, are important. The purchase order will have expected delivery date information.

Step 8- Receipt and inspection:
Once delivered, the receiving company inspect and, subsequently, accepts or rejects the product. Rejection is almost always due to a damaged product.

Step 9 - Invoice Approval and Payment:
At this stage, three documents must match when the seller wants payment – the invoice, the receiving document (attached to the product) and the original purchase order. This is known as three-way matching. If there is a discrepancy, it must be resolved before payment is made.

Step 10 - Record keeping and maintenance: 
The receiving (buying) company must keep and maintain proper records. This means saving all relevant documents for every completed purchase, these include purchase records to verify any tax information and purchase orders to confirm warranty information. Purchase records reference future purchases as well.

Case study: Our client has chosen a supplier company and ordered a new kitchen from them. During fitting works the kitchen fitter accidently damaged an end panel of a kitchen island unit which was needed to be replaced. I ordered a new end panel with detailed description given and I also referred to the product code which was displayed. The supplier company delivered a whole new unit instead of only sending the one the kitchen fitter was needed. The kitchen fitter took the end panel and sent back the other parts with the delivery straight away. The driver indicated on his delivery note that he took back the unnecessary parts. I collected the delivery note and put it on file with our records. I immediately communicated this to the supplier company in writing. Despite of this they invoiced us the whole unit and did not want to issue a credit note against the order. The local branch incorrectly informed their Head Office (Credit Management Team) about this. 
The only reason I could managed to sort this out with the supplier company due to the fact that I kept the delivery note and I was able to prove that not the whole unit has been taken by the kitchen fitter. 


VIII. Explain the various tendering system used for ordering the material. 

	Types of Tender systems:  
Since the tenders are sent to the probable vendors, knowledge of vendors for the item in question is a necessity. It's based on this concept that the types or mode of tendering is decided against a particular purchase requisition.  Most commonly used Types of tendering / tender buying are as knows as: 
Global Tender: 
As the name suggests a global tender is floated with a view to elicit offers / response from any vendor situated anywhere in the world. The need for a global tender arises when the purchaser either does not know about the vendors for a particular item in question or when he thinks that a wider choice of vendor is possible through it, irrespective of his nation's boundaries. A few clear reasons are: 
- lack of information on vendors
	- only a few vendors known 
- when there are chances of cartel formation among known vendors
- anticipation that more response may come 


what is of importance in this popular mode is the way a global tender is floated. With internet becoming the most powerful tool transcending the national boundaries, a wide range of applications are now possible. There are tender portals on which one can upload the whole tender enquiry and then ask the interested vendors to make offers. Besides this, increasingly popular way of inviting tenders, listing the tender in international trade journals, leading world newspapers etc. are other ways of putting up a global tender enquiry. The idea is to give wide publicity of the tender, worldwide and circumstances permitting to place the order on a foreign supplier too.
		Open Tender: 
An Open tender too - like a Global tender- tends to invite tender from any interested vendor. The basic difference assumed between an open tender and a global tender enquiry is essentially the range of its applicability. While a global tender gets the worldwide publicity, an open tender is limited only within a country.  Otherwise, the concept remains the same as it also seeks to elicit better or wider response. Since the open tender enquiry is limited within the country itself, besides the internet mode, the enquiry is also printed in the national dailies, internal trade bulletins for ensuring its wide publicity within the country. Any vendor who meets the tender requirements can make an offer.  Nowadays, since e-procurement is replacing the old manual mode of working, one of the most commonly used mode for open tendering is uploading the tender on the internet. What is of interest now is the narrowing down of differences between the global tender and an open tender. Any content published on the internet is expected to be available to anybody located anywhere in the world unless due to some mechanism such as firewall, the reach of internet is restricted.  
Limited Tender:  
When the issue of tender enquiry is limited only to a selected few vendors, it is called Limited Tender Enquiry. It’s issued when the capabilities of the vendors are well known to the purchaser. It is considered better than global and open tender modes as there is always an element of uncertainty in those two modes with respect to the capabilities of the vendors. For issuing Limited Tender Enquiry, a purchaser maintains a list of approved / registered vendors whose capabilities are checked periodically. 






Single Tender Enquiry:
Single Tender Enquiry is issued only when either the item is proprietary in nature, that is only one supplier produces that item or where there may be more vendors but due to certain exigencies it is not possible to devote time on evaluating the vendors' offers / one supplier can, for sure, fulfill the needs. 
Which mode to use and when depends on many factors as well a company's procurement policy. For example, for a small value purchase, if the policy does not prohibit, Single Tender Enquiry or Limited Tender Enquiry is considered ideal. These are also ideal for high value and frequently bought items. On the other hand, for high value and non frequently bought items / systems, Open / Global tenders are suited. 
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