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	Please insert your completed assignment (in word format) here:

1. Outline the various elements of purchasing with the help of suitable case example:

To maintain uninterrupted supply of materials of construction, organisations need to set up purchasing and procurement departments to manage the process efficiently. An essential component of such procurement and purchasing process is to have an efficient store management system for the effective management of materials and spare parts flow for producing the desired product at a relatively low cost. The main objective of purchasing is to ensure the availability of all ingredients for a project from start to
finish without interruption. Purchasing high quality items at a low price ensures that the final product will be of a high quality and cost less. The purchasing function must be carried out using prescribed procedures such that items are of the highest quality, sourced from the right source at the right price, obtained at the right time in the right quantity using the right mode of transport and delivered to the right place. For examples a new flat block should follow this procedure before arrive to the tender offer submitted to the vendors:
Stage 1: Business scope of the building. 

Stage 2: Feasibility studies. 

Stage 3: Project brief. 

Stage 4: Concept design. 

Stage 5: Appointing the construction manager. 

Stage 6: Detailed design. 

Stage 7: Production information. 

Stage 8: Tender trade contracts. 

At this stage the purchasing department or the procurement department should send to the vendor a document that allow the company to purchase on the market the best ratio price/quality products to encouraging Vendors to bid/offer 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. In this tender document the purchasing office should also keep this core point in order to comply the best deal for the all building:

· Right Source (the product specified)
· Right Price (the ideal or better price)
· Right Quality (the same quality of the specs)
· Right Time (as soon as needed to avoid storage costs and accidental brake or robbery)
· Right Quantity (not exceeding in quantities and avoid waste of money and products)
· Right Place (find the right local vendor or agree a good transport cost to keep the delivery cost on track)


2. What are the main objective of purchasing?

Most major building companies have a purchasing or procurement department as part of everyday operations. These departments provide a service that is the backbone of the construction industry. Many individuals, even some who work for these companies, are unaware of what the purchasing department does, why it exists or what purposes it serves. To understand better what the role of the purchasing department is, consider some functions it performs. One role of the purchasing department is to procure all necessary materials needed for production or daily operation of the company. For a building company, this might include raw materials such as iron, steel, aluminum or sand and concrete, but it also might include tools, machinery, delivery trucks or even the office supplies needed for the secretaries and sales team. In a retail environment, the purchasing department makes sure there is always sufficient product on the shelves or in the warehouses to keep the building pipeline happy and keep the store well-stocked. With a small business, it is especially important to keep inventory ordering at a reasonable level; investing large amounts of capital in excess stock could result in storage problems and in a shortage of capital for other expenditures. Purchasing also oversees all of the vendors that supply a company with the items it needs to operate properly. A purchasing department also is charged with continuously evaluating whether it is receiving these materials at the best possible price in order to maximize profitability. This can be challenging for a small business that may purchase in lesser quantities than a larger vendor and which thus may not receive the same type of bulk discounts. A purchasing department in a small business needs to shop around to find the best vendors at the most reasonable prices for the company's particular size orders. Purchasing department staff may communicate with alternate vendors, negotiate better pricing for bulk orders or investigate the possibility of procuring cheaper materials from alternative sources as part of their daily activities. Purchasing departments handle all of the paperwork involved with purchasing and delivery of supplies and materials. Purchasing ensures timely delivery of materials from vendors, generates and tracks purchase orders and works alongside the receiving department and the accounts payable department to ensure that promised deliveries were received in full and are being paid for on time. In a small business, this means working closely with the accounting department to ensure that there is sufficient capital to buy the items purchased and that cash is flowing smoothly and all payments are made on time. The purchasing department also must ensure that it is complying with all company policies. Before making a purchase, the purchasing department must ensure that it heeds the proper protocols for purchase and budget approval and must ensure that any items are purchased in accordance with the overall purchasing policy of the organization.
.
3. What are the prerequisites for becoming a good purchasing manager?

A good or reliable purchasing manager should check what are the needs or the real requirements of the company and then go to his daily routine that include those duties:
• Maintain and implement construction proforma / budget for each project 
• Negotiate pricing contracts with subcontractors and suppliers 
• Create scopes of work 
• Issue purchase orders for procurement and expedition of materials and equipment for jobs 
• Meet subcontractors and suppliers on-site as necessary 
• Ensure compliance to project budgets and provide analysis of deviations 
• Ensure accurate takeoffs to ensure budgets are accurate 
• Research new materials for design and cost savings 
• Maintain subcontractor and supplier insurance policies 
• Develop and implement new purchasing strategies to deliver ongoing cost reductions and process simplification 
• Maintain relationships with subcontractors and suppliers 
• Establish new relationships with subcontractors and suppliers to ensure adequate resources for all projects and to continually improve pricing and quality of work 
• Assist in ensuring awareness and company compliance to all building codes and local construction guidelines 
• Assist in maintaining company quality control program 
• Leverage technology, safety measures, and information sharing to increase productivity and profitability 
• Assist in settling invoice or contract disputes 
• Handle change order requests 
• Forecast upcoming demand 
• Maintain sub/supplier information on company online management systems 
• Manage materials/equipment inventory

In regards of the prerequisites or skills I can suggest those:
• Ability to read and understand construction plans 
• Ability to accurately describe and assess the status of a construction project and be ready to provide possible solutions when necessary 
• Excellent communication skills and ability to communicate with subcontractors, suppliers and clients   
• Excellent negotiation skills 
• Excellent problems solving abilities and experience with complex transactions with little supervision  
• Excellent computer skills and software for managing projects 
• Excellent time management


4. What are the objective and function of stores?

A store is simply where materials are kept and to be used later during the course of construction. A store can be used as a place for:

· 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
5. Describe the general criteria adopted for the layout of a stores?

1. The design should make for easy identification of items
2. Stored items should be easy to retrieve from the facility
3. Design of layout should allow free movement of people and equipment
4. Layout should facilitate preservation of materials from dust, moisture, chemicals etc.
5. Excellent lighting system
6. Layout must make provision for effective fire-fighting
7. Space should be available for toilet, maintenance and repair areas, safe wiring systems etc.
8. 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:
9. All major functional areas should be properly marked out and labelled. Areas for bulk storage, inspection section, receiving bay should all be clearly identified.
10. Racks, pigeon holes, bins are suitable for individual items
11. It is best to fix the racks to the walls. Alternatively you may use revolving racks with castors
12. Secure locking systems should be provided for expensive items
13. 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
14. Large doors and sufficiently-spaced columns are best
15. High security measures should be in place
16. Security personnel should be present to prevent theft and store facility should be close to a police station
17. Excellent communication between departments concerned with storage issues should be encouraged for seamless operations
18. Training should be provided to personnel on how to use fire-fighting equipment effectively
6. Differentiate between stock valutation and verification? 

Stock Valutation is a estimate or a accountancy file where all the purchases are recorded for item, quantity and value, and are putted into balance as asset. For the valutation procedure it is enough that:
·  The existence of the stock/assets 
·  Legal ownership and possession of the stock/assets 
·  Ascertaining that the asset is free from any charge 
· Correct valuation 

Verification procedure are more accurate and involves:
· The stock/asset exist. 
· The stock/asset belong to the client. 
· The stock/asset are in the possession of the client or the vendor authorized by him. 
· The stock/asset are not subject to undisclosed encumbrances or lien. 
· The stock/asset are stated in the balance sheet at proper amounts in accordance with sound accounting principles
· The stock/asset are recorded in the accounts. 

7. Discuss the different stages of a “material procurement cycle”? 

Management in any company must understand the art of obtaining products and services. The procurement cycle follows specific steps for identifying a requirement or need of the company through the final step of the award of the product or contract. Responsible management of public and corporate funds is vital when handling this necessary process, whether in strong or weak economic markets. Following a proven step-by-step technique will help management successfully achieve its goals.
Step 1: Need Recognition: The business must know it needs a new product, whether from internal or external sources. The product may be one that needs to be reordered, or it may be a new item for the company.
Step 2: Specific Need: The right product is critical for the company. Some industries have standards to help determine specifications. Part numbers help identify these for some businesses. Other industries have no point of reference. The company may have ordered the product in the past. If not, then the business must specify the necessary product by using identifiers such as color or weight.
Step 3: Source Options: The business needs to determine where to obtain the product. The company might have an approved vendor list. If not, the business will need to search for a supplier using purchase orders or research a variety of other sources such as magazines, the Internet or sales representatives. The company will qualify the suppliers to determine the best product for the business.
Step 4: Price and Terms: The business will investigate all relevant information to determine the best price and terms for the product. This will depend on if the company needs commodities (readily available products) or specialized materials. Usually the business will look into three suppliers before it makes a final decision.
Step 5: Purchase Order: The purchase order is used to buy materials between a buyer and seller. It specifically defines the price, specifications and terms and conditions of the product or service and any additional obligations.
Step 6: Delivery: The purchase order must be delivered, usually by fax, mail, personally, email or other electronic means. Sometimes the specific delivery method is specified in the purchasing documents. The recipient then acknowledges receipt of the purchase order. Both parties keep a copy on file.
Step 7: Expediting: Expedition of the purchase order addresses the timeliness of the service or materials delivered. It becomes especially important if there are any delays. The issues most often noted include payment dates, delivery times and work completion.
Step 8: Receipt and Inspection of Purchases: Once the sending company delivers the product, the recipient accepts or rejects the items. Acceptance of the items obligates the company to pay for them.
Step 9: Invoice Approval and Payment: Three documents must match when an invoice requests payment - the invoice itself, the receiving document and the original purchase order. The agreement of these documents provides confirmation from both the receiver and supplier. Any discrepancies must be resolved before the recipient pays the bill. Usually, payment is made in the form of cash, check, bank transfers, credit letters or other types of electronic transfers.
Step 10: Record Maintenance: In the case of audits, the company must maintain proper records. These include purchase records to verify any tax information and purchase orders to confirm warranty information. Purchase records reference future purchases as well. 
8. Explain the various tendering systems used for ordering the materials? 

There are 3 methods of tendering:
1. Open tender
2. Limited tender
3. Single tender

[bookmark: _GoBack]Whit open tender the process begins with the publishing of Notice Inviting Tenders (NITS) in major newspapers and Trade Journals. The tenderers are expected to purchases the tender documents which contain the terms and conditions, as well as the specifications of the project. There is also an option to submit a technical or
commercial bid during the process. Tenderers are expected to provide quotes and meet all contractual obligations or a certain minimum technical specification with regards to the terms and conditions. If any deviations occur in the quantity of supply or with the terms and conditions, then this would have to be discussed to arrive at an agreeable solution. Costly items with high technological content which require global tenders are financed by international financial institutions like the IMF (International Monetary Fund). To ensure a smooth tender process, clear and simple language must be used for this type of tendering. Also, a comprehensive checklist should be prepared before embarking on this global order. The main problem present by the open tender method is that of the ‘rogue bidder’ who quotes very low prices to win the contract only for him to attempt to renegotiate terms for an increase in payment once the buyers have committed a lot of investment to the project.

Limited tender, with this type of tender is designed to solve the ‘rogue bidder’ problem. It requires having a limited number of bidders who meet certain pre-defined specifications. Precautions must be put in place so that genuine bidders are not disqualified or the criteria for qualification do not favour one particular bidder. Limited tender produces reduce lead times.

Simple tender, with this type of tender is ideal for proprietary items but should be avoided to prevent unfair pricing or blackmail. It may, however, be useful when frequent repeat orders are required in order to reduce lead time during contract negotiations.
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