[image: BOLC_Logo]                                                                  
   Assignment Cover Sheet





	Student Name:
	Erhan Fuchedzhiev

	Student Number:
	31255

	Course:
	Advanced Diploma in Construction Management Level 5

	Assignment NO:
	[bookmark: _GoBack]09. Purchase and Storage Management



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.
Right Source:
Firstly, value analysis techniques should be used to locate the right materials and the cost of transporting the items should also be considered in arriving at the right source. The source should be reliable and have the capacity to deliver uniform and high quality materials. Experience shows that the cost of transporting certain materials such as aggregates is usually higher than the cost of the material. Decisions must also be made on whether or not to obtain materials or items directly from the manufacturer or from a secondary source. 
Right Price:
Generally speaking, it is advisable used guidelines to determine the right price of the items using the cost structure of the item. Usually, the tender system can be used with emphasis on the lowest reliable bidder, to select from an array of competing bidders. In some other cases, the negotiation approach may be best. 
Right Quality:
Specification benchmark obtained from indents can be used to measure the quality of items. Indents come with drawings which are also useful in determining quality levels. 
Right Time:
 The purchasing manager is responsible for reducing lead time for purchasing items. This is usually facilitated by having prior knowledge of lead time information for all items and taking practical steps to reduce the time it takes to place the order until it arrives and become ready to be used (i.e. the lead time). Provision should be made for emergency situations, such as an interruption in the delivery process due to floods or labour strikes. This implies making a rush purchase or buying more than what is needed but this must be considered carefully and only in emergency situations. 
Right Quantity:
Guidelines provided by techniques such as economic order quantity, fixed period or fixed quantity option could be used to procure the right quantity of items. Equally important is the experience and knowledge of the purchasing manager. In making the purchase, the buyer should consider discounts, the price structure, the relationship with the supplier, and the quality of items. 
Right Place:
This refers to the correct place to receive delivery. Terms and conditions of purchasing should clearly state the delivery address and the mode of delivery with other extra specified. Conditions such as FOB (Free on Board), CIF (Cost, Insurance and Freight) and FOR (Free on Rail) are usually offered by the suppliers as part of the terms and conditions of service.
ii. What are the main objectives of purchasing?
Maintaining  
Minimizing
 iii. Prevent duplication 
Maintaining proper quality standards
 Obtain valued for money in terms of obtaining lowest price items at the highest quality and functionality 
Helps to maintain organisation’s competitiveness by purchasing materials at reduced prices.
iii. What are the various prerequisites for becoming a good purchase manager?
During this stage, the buyer’s request or preliminary order is sent to vendor for prices to be quoted for each item and returned to the buyer.
 The process consists of: 
 Name of the item
  Description of the item 
 Quantity of the items
  Time till which the offer is to be valid 
 Specifications 
 Date/time by which the item is desired
  End user department's name and location where the item is desired or is to be delivered
  Standard terms and conditions which the company follows and desires for its vendors to accept these conditions regarding insurance, warranty and guarantee expected, payment details, mode of transportation, point of transfer of goods from vendor to company etc.
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.
i. The design should make for easy identification of items 
ii.  Stored items should be easy to retrieve from the facility
 iii. Design of layout should allow free movement of people and equipment 
iv. Layout should facilitate preservation of materials from dust, moisture, chemicals etc.
 v. Excellent lighting system 
vi. Layout must make provision for effective fire-fighting 
Space should be available for toilet, maintenance and repair areas, safe wiring systems etc. 
 The most 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 labelled. 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 xvi. 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.
The buyer informs the vendor about quantities of items to purchase and the supplier constructs a supply facility on the site to provide the consumer with as much items as he wants based on agreed rates which is slightly high due to vendor installing stock facility on-site. The main advantage is having zero load time with minor or no paperwork by the buyer. The disadvantage of this system is the tendency for monopolising business by the vendor which could lead to hikes in prices.
2. Discuss the different stages of "material procurement cycle". 
When items pass quality checks, they are dispatched to the warehouses or stores for storage. The end-use department may request for the item following store system procedures. All stages in the material purchasing system can be classified as a “ Material Procurement Cycle”.
- Warehouses or Stores
- Function and Objectives of Stores
- Location and Layout of Stores 
- Location Determinants of Stores
- General Criteria for Layout of Stores
- Preservation of Stores Material
- Some preservation techniques 
- Stores Systems and Procedures

3. Explain the various tendering system used for ordering the material
This method of procurement is prevalent in the private sector. The objective of this tender system is mainly to encourage fair and competitive pricing and to discourage favouritism or nepotism in procuring items. Nepotism usually occurs when the terms and conditions or the specifications seem to favour one particular vendor. 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. For instance, a machine which is more expensive may be many times productive that a less costly one. Detailed specifications would ensure objectivity and eliminate suspicion of nepotism.
There are 3 methods of tendering to choose from: 
Open tender 
Limited tender 
Single tender
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