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  Assignment 9  Purchase &Storage Management                                                                                         
Q1, i:  
A Buyer( Purchasing manager) must focus on several aspects considering these with guiding principles which include factors such as their own personal approach to the task. As a minimum they must have a list of potential suppliers as a source, ascertaining the materials available are the specified material, (wood is wood, apples are apples and steel is steel). It is necessary to stipulate the precise grade/quality in line with the specification. Ensuring the availability of the quantity required is an issue that needs asking,, transport logistics to the end user's site ( not Head Office) and the capability to deliver at the time needed. Negotiation of price details, discounts and deferred payments, retainers to ensure quality is to standard and returns for all unused materials and insurance elements are all factors to discussed in agreeing legal contracts.

Q1, ii:  The construction is a materials based industry, so purchasing these materials and equipment is a crucial aspect of the business plan. It is necessary to preseve a steady continuos supply of the right materials to keep the workforce gainfully employed (Used). This is maintained and planned to ensure time lost is minimized by ensuring the precise quantities are delivered to site JIT(Just In Time) if possible. Care as to be taken to avoid duplication and over ordering and all possible measures taken to ensure quality standards are met.                                       Page1
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All that may sound obvious but the the focus is to ensure the business is competitive and therefore the prices paid for the best material and the best quality are the lowest that can be achieved through negotiation of terms and conditions. T&Cs are an important part of Purchasing to read through as part of the necessary Learning Curve.

Q1. iii: As all industry as continually worked to increase their competitiveness, the need to view every aspect of work done has to be done professionally with focus.

Interpersonal relationship building is a key attribute for a purchasing manager to gain a foothold on the negotiating ladder. Sun Szu a Chinese philospher wrote “The Art Of War” which is now a recognised must read for business management students and practitioners and is a source of guidance for this subject as well. It is clear that a reasonable level of technical knowledge relative to the materials, their specifications as well as benefits they contribute, the process and equipment needed to install, and simplicity of installation with a possible source of alternatives if the right price cannot be achieved are important toa successfulpurchasing manager.

Q1. iv: Stores are created to maintain the on-site supply of materials constantly in demand and as part of the construction fabric itself. Ideally a stores set-up will be to temporarily protect and maintain stock levels in case of short term hold-ups in the supply train. A new Petrochemical Plant will initially after ground breaking require soil stabilisation, gas membranes,  stoning up, reinforcing mesh and bar bent and cut to detail, on-site concrete batching plant with a dry store for cement and stock piles for sand and aggregate and concrete ancilliaries, and additives, The size of a project may require overhead cranes to offload heavier plant. Initially much of the stores set upcan be fenced in areas with minimal shelter for weather, but vulnerable materials such as cement and plastic gas membranes, DPC membranes, additives etc will need appropriate climate controlled and ventilated shelter. 

Q1.v: A larger site may require a larger storage facility especially a large Petro-Chemical plant. An overhead crane will facilitate speedy delivery of large items  that maybe have been offloaded from rail cars, resulting in a quick turn around. Depending on location and site size material quantities storage needs can increase exponentially and providing tailor made facilities will often pay dividends.       Page 2 
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Stores layout should be configured scientifically with provision for vulnerable items and especially valuable items given appropriate protection. Access for HGVs, telehandlers and standard fork lift mechanical handling included in the design for larger items. Whereas smaller items in construction still normally entail the need for mechanical handling equipment access to be available. The main avenues for heavy and large items stored will therefore require to be wider to facilitate access, with the potential movement of plant it is necessary to ensure the stability of storage racking and pedestrian movement in the vicinity. Hence ideally appointing specific persons to

work in the stores is advisable, they will be responsible for placing and locating items for each area of a major site instead of placing  all similar items together. Environmental control, Fire  and security issues as well as safety are all considerations in the stores layout.

Q1.vi:  On a regular basis a contractor on a major site will do a stock take  due to the volumes of different components that may be on site, this verification will  highlight usage to date and  focus on losses in relation to scheduled anticipated planned usage. Stocks avilable are computed as on-site assets supplied and will be measured to provide finance departments, levels of future finance required for further re-order. It will also form a determination when submitting invoices to the client explaining payment requests. Verification of present stock levels requirements will also dictate the importance of  making appropriate re-order levels as and when needed and at least planning for expected detrimental shortfalls to arise at a given date and with known delivery lead-times the optimumdate for re-order.

Q2: 

Material procurement will form a progressive cycle from the initial design stage where engineering take-offs will determine requirements. As an illustration to construct 10 No Steel Silo tanks we require 150 Sq. mtrs of 8mm plate but the plate sizes supplied create off-cuts and hence wastage so the material required would be 165 Sq. mtrs.for each tank.The extra material would be sufficient for another tank but it could not  be used ai would be like a patchwork quilt. The material manager could use this knowledge in his negotiations and gain some advantage if approached thoughtfully requesting quotes from various suppliers.                              Page 3               

                                                                                                                          Page 4

informing them of his requirements with the details as to quantity, quality as per specification, delivery date at what specific location, mill certificates etc. Costs, plus transport, insurance etc. can then be negotiated, some suppliers offer extra services such as calculating optimum cutting patterns of both sheet materials  and linear  sections to optimise their market position to win client's loyalty. They will  calculate these pattern of cutting from plans either confirming the buyers own calculations or providing this as aunique service. Negotiations can then bundle not only the supply, delivery costs and logistics but also the actual cutting service, leaving the cut-offs  which is extra weight to be wastefully transported needing a dedicated lorry load for waste alone. This provides a steel stockist with options to either re-sell off-cuts or put into their cash generating waste stream. The cutting service saves time and labour for the client will be offered at a discounted price to a customer and will reduce transport costs and benefit the suppliers  cash flow. The end user no longer has the burden of man handling waste and their storage and disposal. Accurate descriptions, quantities, quality, delivery programmes need to planned and agreed  with penalty clauses to the contract if necessary then eventual costs costs calculated and agreed.

A planned schedule can be implemented to ensure Key Performance Indicators (KPI) are met and recorded to grade the vendors/supplier for future use. Details in regard to Pre Packed Quantities (PPQ) are relevant as are Reorder Lead Times (ROL) .An accurate record of progress of subsequent stages formed into a SWOT analysis  will guide the Purchasing Dept as a reference for future negotiations helping the team to continuously focus on the processes will increase their professionalism.

Q3: Tendering for the supply is most common in the construction industry as construction occurs in different locations, different suppliers may be more competitive in their own areas having inside knowledge of  local site difficulties, for example local roads with weight restrictions or bridges with low clearance  may require other suppliers to use detoured routes. To reach best service the Open Tender method is  very popular, this involves advertising for the supply  requirements to be fulfilled by interested parties/suppliers. The advertised data will contain relevant criteria parameters that need to be part of any contract. 
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Potential suppliers will tender their quotes to fulfill orders in agreement with the specified Ts&Cs (Terms and Conditions). Often suppliers knowing their specialised area of supply whether material or equipment idiosyncrasies and the latest technological developments  tested and coming on stream will be in a special position to advise on new cost saving processes. Some suppliers willfind themselves in a position to expand operations into a new business model by offering to tender for the installation work as well as supply.  The Buying Dept will be aware of prices and will have formulated an expected estimate themselves and will recognise divergence from the Standard Deviation graph for theseconstruction orders and will be able to sift out rogue bids. Obviously major capital investments will need to be financed by the major banking institutions who will have their own oversight and controlof the tendered quotes with a full checklist. 

To overcome”Chancers” confusing the situation and creating costly diversions the expedient solution is to invite tenders to quote from a Limited Pool of potential supply sources  known as Preferred Vendors, this fairly includes genuine bidders who have established a good reputation and does not favour any one bidder. 

Simple Tenders will apply to propriety items such as concrete/clay/plastic drainage pipes, manhole rings, covers and cast steel manhole surface covers, these are stocked by various supply depots and are not special items as such. Construction companies will have long term arrangements with one of the supply companies who will often source other items for the company at prices agreed over a long period.
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