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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. 
	 
Question One


Answer the Following Questions:
i)  Outline the various elements of purchasing with the help of suitable examples.

              The right source.  The value analysis technique is the best the best technique to locate the right materials and the cost of transportation. The source should be reliable and have the ability to deliver uniformly and high quality materials. From experience, the cost of transportation is usually higher than the cost of the material. This is the case with element like aggregate. Decisions must be based on either sourcing from secondary sources.

             The right price.  The guidelines can be the determinant for choosing the right price of given items. The cost structure of the item for instance. Sometimes, the tender system can be used. The objective is to get the bidder, to select from a range of competitors. In some other instances, the negotiation approach is the better option.

           Right quality. Specification obtained from indents can be used to measure the quality of items. Orders come with drawings which are also helpful in determining quality levels.
   
        The right time. The purchasing manager is in charge of managing lead time for purchasing items. This is usually eased by having good knowledge of lead time information for all items. Measures should be made for emergency or unforeseen situations, like delivery process due to floods or labor strikes. This means making a hasty purchase.

           Right quantity. This is the standard measured against the guidelines provided by techniques. Different options can be used to procure the right quantity of items. Also it is important that the purchasing manager gets a good understanding of the techniques. In purchase, the buyer should consider discounts, the price structure, and the relationship with the supplier, and the quality of items in making decisions.

          This right place refers to the correct place of delivery. The terms and conditions of purchasing should clearly indicate clearly the delivery address and the type transport to the place of interest. Conditions such as FOB (Free on Board), CIF (Cost, Insurance and Freight) and FOR (Free on Rail) are options open to the suppliers as part of the terms and conditions of service.

ii. What are the main objectives of purchasing?

i) Maintaining
ii) Minimizing
iii) Prevent duplication
iv) Maintaining proper quality standards
v) Obtain valued for money in terms of obtaining lowest price items at the highest quality and functionality 
vi) Helps to maintain organization’s competitiveness by purchasing materials at reduced prices.

iii. What are the various prerequisites for becoming a good purchase manager?
· Simplification of ordering procedures
· Improving stocking of repetitively used materials
· Reducing administrative expenses
· To maintain adequately controlled service levels
· To improve profitability of both buyer and seller, and, at the same time, inspires more confident relationship between them.

iv. What are the objectives and functions of stores?

· Receiving raw materials, components, tools, equipment and other items and account for them
·  Providing adequate and proper storage and preservation to the various items
·  Meeting the demands of the user departments by proper issues and account for the consumption
· Minimizing obsolescence, surplus and scrap through proper codification, preservation and handling
· Highlighting stock accumulation, discrepancies and abnormal consumption and evolve effective control measures
· Ensuring good housekeeping so that material handling, material preservation, stocking, receipt and issue can be done adequately
· Assisting in verification and provide supporting information for effective purchase action

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

· The layout be designed such that it makes easy identification of items
· Stored items should be easy to reach from the facilities 
· Layout should allow free movement of people and equipment
· Layout should facilitate preservation of materials from dust, moisture, chemicals etc.
· Appropriate  lighting system
· Provisions for effective fire-fighting in case of fire.
· Commodious space should be arranged for toilet facilities, maintenance and repair areas, safe wiring systems etc. 
· An economic layout should be arrived at after extensive analysis of alternative designs
· Height of store must provide sufficient space to aid vertical movement: 
· All major functional areas should be properly marked out and labeled. Areas for bulk storage, inspection section, receiving bay should all be clearly identified.
· Racks, pigeon holes, bins are suitable for individual items
· It is best to fix the racks to the walls. Alternatively you may use revolving racks with castors.
· Secure locking systems should be provided for expensive items. Ideally, trucks and lorries should be packed against the wall of the receiving bay to allow for easy loading and unloading of items using suitable ramps. Large doors and sufficiently-spaced columns are best.
· High security measures should be in place
· Security personnel should be present to prevent theft and store facility should be close to a police station
· Excellent communication between departments concerned with storage issues should be encouraged for seamless operations
· Training should be provided to personnel on how to use fire-fighting equipment effectively

vi. Differentiate between stock valuation and verification

              Stock valuation, called income valuation or the discounted cash flow (DCF) method, involves discounting of the profits (dividends, earnings, or cash flows) the stock will bring to the stockholder in the foreseeable future, and a final value on disposal.
             On the other hand, stock verification deals to the process of physically checking the actual quantities of different items of material available in stock in a store or warehouse and tallying these physically available quantities with the quantities shown in stores stock records.

		Question 2
Discuss the different stages of "material procurement cycle".

      The Procurement cycle is the cyclical process of key steps when procuring goods or services. A tool has been designed to guide members through the process with links to relevant knowledge to support you every step of the way through your procurement journey.
      
        When items pass quality checks, they are sent on to the warehouses or stores for storage. The final consumer unit may demand for the item following store system procedures. All stages in the material purchasing system can be classified as a “Material Procurement Cycle”.

Question 3
 Explain the various tendering system used for ordering the material

        To tender is to invite bidders for the supply of material for a project, or to accept formal offer such as a takeover bid. Tender usually refers to the process where institutions invite bids for large projects that must be submitted within a finite deadline.  Loading is done to eliminate nepotism by comparing all advantages and disadvantages of purchasing a specific item from vendors in terms of cost and productivity.

            Open tendering is often chosen over other methods of competitive procurement method used for purchasing goods, services and infrastructure works. It is executed following established procedures in the procurement rules and detailed in the standard bidding documents. Costly items with high technological content which require global tenders are financed by international financial institutions like the IMF (International Monetary Fund). To ensure an easy tender process, must be unequivocal. Also, an understanding checklist should be prepared before embarking on this global order.

      Limited tender is designed to solve the ‘rogue bidder’ problem. It requires having a limited number of bidders who reach certain pre-defined specifications. Precautions must be established so that genuine bidders are not taken out or the criteria for qualification do not favor one particular bidder. Limited tender produces reduce lead times.
        
        Single tender is best for proprietary items but should be avoided to prevent unfair pricing or blackmail. It may, however, be important when frequent repeat orders are required in order to reduce lead time during contract negotiations phase.



Student Statement:

By submitting this assignment, I confirm that this is my own work.



	Student Signature
	Aliou Kampete
	Date
	31/10/2016




For Tutor / Assessor Use Only
	Total Marks
	

	Marks Obtained
	

	Percentage / Grade
	













image1.png
ﬁ
o R




