[image: BOLC_Logo]                                                                  
   Assignment Cover Sheet





	Student Name:
	James Keown 

	Student Number:
	7979

	Course:
	Diploma in Construction Management 

	Assignment NO:
	9 / Purchase and Storage Management   



[bookmark: _GoBack]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. i. There are several elements involved in the purchasing process.  These include the following: 

· Right Material – Ensure material being supplied meets the correct industry standards.  
· Right Quality – Ensure the material being ordered will meet the required project specifications.  
· Right Place of Delivery – Ensure the supplier can deliver to the required location or site. 
· Right Quantity – Take off and bill of materials (BOM) is in line with what is being ordered. 
· Right Source – Reliable vendor with good quality product. 
· Right Contracts – Good terms of trade that are formally agreed upon. 
· Right Transportation - Services procured at a good price, and with a reliable service provider.   
· Right Time – Supply lead-times will meet the requirements of the construction schedule.  
· Right Price - Price needs to be market competitive and fixed for as long as possible.  
· Right Attitude – Supplier should be able to support their product technically and supply training as required.    
 


 

  

   ii.   The main objectives of purchasing are as follows:

· To procure the highest quality products at the lowest possible price. This enables the contractor to have the best offering in the market when tendering for construction projects. 
· To ensure uninterrupted flow of materials onto the project from start to finish. Ensuring there is no interruption to the project progress due to product shortage on site.   
· To monitor prices, quality, delivery standards, lead-times, vendor suitability, and to negotiate terms of trade with selected vendors.    
· Look at currency fluctuations when buying internationally to ensure maximum benefit in a low or high currency scenario. Hedging purchasing if currency is in a favorable position and supplier allows it.            

        
iii.  A purchasing manager must have very strong negotiating skills and the ability to interact and coordinate with multiple internal stakeholders and vendors to achieve joint and individual objectives.  Strong interpersonal and relationship building skills coupled with time management skills are essential. A purchasing manager on a construction project would normally have a team of staff under them.  As such, leadership, motivational and coaching experience would be required to maximise the output of the team. Purchasing managers are often offered gifts and other benefits from vendors to secure their companies business. Someone with strong morals and corporate integrity is needed to ensure company code of conduct is not compromised.               

iv.  The objectives and functions of stores are detailed below:

Functions 

· To receive products, raw materials, tools and other equipment essential to the project.
· Provide proper storage appropriate to the material requirements.
· Ensure proper processes are in place and maintained for the receipt, handling and dispatch of products.
· Maintain accurate records of stockholding as well as receipt and dispatch of material. 
· Communicate with purchase department to ensure stock levels are maintained to minimise any potential stock out situations. 
· Ensure proper house keeping and safety protocol is followed.     
.  
Objective

To ensure stocks are maintained of the correct products in the correct quantities. To have processes and procedures in place to ensure product can be stored safely and securely but is accessible enough to provide constant and consistent supply to different business units on site.  Thus, enabling the project to progress as quickly as the construction schedule allows.     

v. There are several different criteria that need to be considered when considering store layout.   

· You should be able to easily identify items in a store.
· Equipment and materials should be easy to retrieve from the facility.
· The store should be designed in such a way that people and equipment can move freely within it. 
· The environment inside the facility should be designed to maintain to maximize the longevity of the product being stored. I.E. – correct temperature, weather resistant, free from dust, pest free. 
· Good safety, security and firefighting provisions. Training to support the use of any safety equipment is a must. 
· Most efficient layout.  I.E. fast-moving products close to dispatch area. 
· All racks, shelving, bins etc should be suitable for the product being stored. They should be secured correctly and capable of handling the weight of the stored items. 
· Adequate room for tucks supplying and picking up material should be considered.   
· Good provisions for staff - washroom, toilets, lunch room. 
· Good communication between the different business units and how this will be facilitated.        

vi.  Store verification and valuation can be described as follows: 

verification matches the product received against what has been ordered.  This can be done by matching the packing slip of the received goods with the order docket for that order, then cross checking against the actual physical product received.  Things to be checked include:

· Correct quantity 
· Correct product type.  Do codes on packing slip match order docket.
· Correct specification- colour, texture, performance criteria (e.g. operating temperature)   
· Damage to material or outer packaging should be noted on the delivery docket when signing for receipt.

Valuation involves determining the total value of stock you have on hand at any one time. Stock takes need to be done to ensure physical stock on hand matches what is showing on the system inventory, ensuring the valuation is as accurate as possible.  Valuations are important as they determine how much capital has been allocated to stock.     
 





      
2. A material procurement cycle is split into many stages. These can be described as follows: 

1. Prepare material request or request for quotation (RFQ). Ensure correct quantities and product specifications  
2. Send RFQ to qualified suppliers 
3. Review quotations. Compare product quality, prices, supply dates, terms of trade.
4. Order required material 
5. Receive material – update system with material receipt.  
6. Inspect material 
7. Store material – dispose of any scrap or damaged material.  Recycling should be the first option and needs to be explored with concerned supplier.   
8. Dispatch / supply material 
9. System capture – ensure system captures the dispatch or product   

Fig 1.   
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Fig 1. Shows a modern purchasing process, which incorporates the use of electronic data interface (EDI).  This eliminates some of the manual processes that were previously performed by humans, making the process faster and more efficient.     



It is important to understand the influence and impact each stage has on the other. If any part of the process in any stage of the cycle is delayed it will impact the timing and performance of the other.  For example, if the product is not checked and receipted into the store in a timely manner, it could delay its availability on site and subsequently delay the project construction.      
 
3. There are several different tendering systems used to tender for product.  These can be described as follows:

· Open Tender – This type of tender is publicly advertised in major news papers and various trade related publications. A Notice Inviting Tenders (NITS) is published briefly describing the works or materials required.  The tenderers are then expected to purchase the tender documents.  The tender documents will contain all the technical and contractual information to enable the supplier to prepare his bid. This process is often used for very large technical projects where international suppliers / contractors need to be reached to obtain the best possible pricing. Open tenders have the disadvantage of allowing “rouge bidders” to submit cheap prices without have the capability of physically being able to execute and deliver on the project.  The attributes of the supplier / contractor and previous project history need to be carefully studied to eliminate any rouge   
  
· Limited Tender – Limited tenders are sent to a predetermined list of contractors. These contractors meet certain predefined criteria based on the field of construction they specialise in, previous project execution and other attributes. Limiting the number of tenderers improves the speed of the evaluation process. 

· Simple Tender -  A single supplier tender.  If a strong trading relationship already exists good pricing levels should be in place due to the continues order stream to this supplier.  You need to be careful that proprietary products are not priced at an exorbitant level, leaving your company uncompetitive.                
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