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Abstract

The study aimed fo assess the actual practices of purchasing the case of
Addis Ababa Road and transport Bureau giving more emphasis on purchasing
Ethics, performance measurement and evaluation, detail material specification,
procedure, principle and purchasing personnel training. The research subjects all
purchasing and accounting employees and users departments employees who are
working in the different departments in Addis Ababa Road and Transport Bureau.
The purpose of the study was to assess the actual purchasing practice whether it
performed to achieve organizational goals or not. Theoretical and empirical reviews
were reviewed related to purchasing practices and focus areas were sefttled as
study frame work. The research applied descriptive data analysis technique by
using SPSS software. The data was collected from 80 employees who are working
across different departments. In the data analyses and presentation, the mean of 3
was used verify the result of each variables, less than 3 was taken as poor

performance during data analysis.

Based on the data collected through questionnaires and analysis, the study
investigated that the actual practices of the Bureau was poor performance in
purchasing ethics, measurement and evaluation, detailed specification and
purchasing personnel training. Hecommendations wear given what the Bureau
should improve in the future fo enhance the actual purchasing practices. Finally,

possible direction for further research areas in the Bureau were presented.

Keywords: Assessment of purchasing practices, purchasing Ethics, purchasing performance
measurement and evaluation, professional code of ethics, detailed specification and

Purchasing personnel training.

Vil



APPENDANCES



CHAPTER ONE

THE PROBLEM AND ITS APPROACH

1.1 Background of the study

The purchasing function in both profit and fpyofit oriented institution has been
gaining stature and its role has grown tremendaasslg result of increasing purchase
requirements, quality of goods and services. Targlition enhances purchasing
function to continue as the component of orgarreti operations. There is an
increased emphasis on the use of specialized minghgrocedures, rules and
policies as the means of cost reduction in angategrnmental and nongovernmental
unit. Purchasing management has been gaining inl@afy and promises economies
hard pressed in any organization (Nair, 1990).

In order to satisfy the operational requiretaesf the internal customers and to
fulfill organizational goal and objectives providirun interrupted flow of desired
guality of goods and services in every organizatarexcellent purchasing strategy
must be properly implemented. It is apparent thatlipasing management practices

should be given more emphasis in any institutiowgsting,1976).

Purchasing is managerial activity that goehdythe simple act of buying and it
includes planning and policy activity covering a dei range of related
complementary activities .The primary role of pwsing is to buy products and
services at the right prices, from the right sosyoe the right quantity and deliver it
to the end users at the right time (monczka,200&nRhe view point of writers, no
organization can success operate its objectivésuiithe involvement of purchasing

management .



Failure to fulfill the above responsibilitieeoncerning materials, adds
organization costs. The research therefore beli¢has purchasing functions are
basically the same but at various degree or pedono@m in the public sectors
(monczka,2005).

In this research paper an attempt was made to tigaés the real contribution of
purchasing management practices and prospectshéosuccess of organizational
operations in the competitive market situation bying particular emphasis to the

Addis Ababa Road and Transport Bureau.

Addis Ababa Road and Transport Bureau is dnleeopublic sectors. Currently
the Bureau responsible for transport Operation mament, Traffic management,
Urban transport planning, Establish drivers tragntenter, Evaluate and control their
performances, provide vehicle plate services faQ\ Government Organization,
Private Ambassadors ,Diplomats, International omgions and Commercial

Companies.

Generally, the Bureau responsible overall actigit®ncerning with Transportation
sectors and currently it works to satisfy transgiioh demand of the Addis Ababa
city and Modernize Traffic management system. ThieeBus Procurement manual
defines its purchasing activity as the acquisitadngoods and services the best
possible price, in the right quantity and quantéiythe right time, in the right place
and from the right source for the direct benefiisé of the company. It involves the
fulfillment of different goods and service requiremis by identifying potential

suppliers evaluating & selecting the right supplaerd swarming contract to the
gualified supplier. The scope of purchasing ac@gsitcompromise purchase order
request, tendering, technical and commercial emwutNegotiation and contract

award.



1.2 Statement of the problem.

The current market oriented economic system in &lakorld resulted in the
flourishing of different manufacturing firm, impers, exporters, distributors and

other economic sectors that produce goods andysapplice(wasting,1985).

The emerging of these sectors made the purchasorg competitive than ever
before. Purchasing function is basically the sam# &t various degree of
performance (practices) in the public sectors. H@wreit appears that the actual
practices of purchasing still face critical probkrbecause not only the Bureau but
for most governmental institutions competitive pasing practices is recent
phenomenon and still more emphasis is not giveritht field and purchasing
department still faceenormous difficulties. The Followings are some ofmmon
difficulties that public sectors suffered (Hwasti@j6).

» Lack of accountability

» Less emphasis to Purchasing personal Ethical bahavi

> Less prior to business area trained personal arfdgsion
» Lack of consistent evaluation and measurement nmesing.

» Absences of Develop detailed specifications

As The result of the above problems, few redess were carried out concerning
purchasing practices in the case of public sedimrsolve specific problems. The
Previous researches related to this study haviad to elaborate the problems exist
in the public sector organization based on theseaech objectives and recommended
their findings for further improvements. This res#atried to assess factors that
causes related to poor purchasing such as lessasmpiven by top management to
purchasing functions, Inadequate training of pusoiw staffs, lack of professional

staffs, lack of clear guide lines and lack of fofrparchasing procedures. In the



existing world there are many complicated probldhest can bring financial and
materials loss in the government organizations Hrat not assessed by previous
studies. An unethical purchasing behavior is thee dhat affect highly the
performance of purchasing in both private and pusdictors through the world. This
unethical behavior causes a large amount loss okeynand material which become
obstacles for the organization goal attainmentu@hocorruption system which is
headache for every organization and even for theldwawhich need more

assessment (monczka,2005).

Another factor that causes poor performance pafchasing is consistent
evaluation and measurement standards. Most of uibanizations have a very
large amount of supplies demand every year thatines) high amount of money.
Most organizations perform purchasing based om teguirements. But after having
purchase, they will not evaluate and measure thi®npgance because priority they
didn’t set standards to evaluate and measure foinéudecision. This can be the
cause for poor purchasing practice in any orgaioi@at Detail specification is
another that can be the cause of inadequate penfmenof purchasing function.
Specification of item is the initial document ofrpliasing process. Most of public
organizations are not focused on the detail spatiin simple they prepare for
purchasing by name. Generally, in this study assesson purchasing practices the
case of Addis Ababa Road and Transport Bureaudh@nings were examined to

fill the gap in the public sectors.

» Purchasing ethics Consideration

» purchasing performance measurement evaluatiodaxtds
» Developing detail purchasing specifications

» purchasing procedures and principles

» Training availability for purchasing staffs



1.3 Basic resear ch questions

» Does the Bureau apply well-formulated purchasingwmad policies, procedures
and principles during purchasing process?

» Does Bureau develop detailed specification usiffgrdint team approaches?

» Does the Bureau give more emphasis for ethical \befs&a when assigning
purchasing staff members?

» Does the bureau give responsibilities prior to fstakembers of purchasing
department specifically trained in the businesa@are

» Does the bureau set prior consistent evaluatiomaasurement standards?

1.4 ODbjectives of the study

1.4.1 General Objectives

The main objective of this study is to asskesexisting Purchasing practice of
Addis Ababa Road and Transport Bureau and exarma¥® ariables that influence its
efficiency .

1.4.2 Specific Objectives

» To examine the bureals standards for evaluation and measurement of

purchasing applicable.

» The objective of the study was to find out the pasing practices were based

on requirements of users.

» To identify well organized specifications are depsld using different

approaches.

» To make feasible recommendations for improvemepuochasing practice.

» Provide guidelines for decision making to improweghasing related issues.

» To examine more emphasis given to ethical behavior for pustitastuffs.



1.5 Significance of the study

The purpose of the study is to provide morkalbke understanding about
purchasing practices for purchasing departmerti®@Bureau and stuff members and
to shape the Bureau’s settings for purchasing igesctconcerning procedures,
purchasing ethics, personnel training, evaluati@mdards and purchasing related
issues that help to provide quality goods and sesviln addition, the outcome of the
research will further serves as literature to thnoware light on the factors many
affect purchasing practices and serves secondagy fda further research in the

future

1.6 Limitation of the study

During the study, the following limitations wereigbed.

» Lack of up-to-date literature in the area of thelgt
» Lack of more experiences in the methodologies yappl
» Unwillingness of some respondents to fill out theestionnaires

» Financial restriction and time constraint.
1.7 Scope of the study

An analysis of financial statements of any orgatan indicates that materials form
the largest single expenditures annually. Evenpiftchasing management as an
activity carried out in both profit and nonprofitiented organizations, this study was

limited only at Addis Ababa Road and Transport Bure
1.8 Organization of the study

The research paper is organized by five chaptdrs.fifst chapter, an introduction

was made to the background of the research, folloiwe the statement of the

6



problem, objectives of the study, significance,pgc@nd limitations of the study.
Chapter two tries to explore the related literaturmeith regard to procurement
practice with a view to serving as the theoretiwadis of the study. Chapter three of
the paper describes the research design and méthggdosed in the study. The
fourth Chapter. Data analysis and Presentationtiasheme of the study paper and
it included in this chapter. The final Chapter fitles Chapter major findings,

conclusion, possible recommendations, questiormaind references are included.

Figure 1.1: Research Outline
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Chapter-2
\Literatu re review

Chapter-3
Research design and
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1.9 Definition of terms

Purchasing:-the activity of buying materials, goods and serviogford advanced
learner dictionary, 1998/

Institution:- an organization established for social purposeofoixfadvanced
Lerner dictionary 1998:619/

Procedure formal or official order, way of doing things.

Rules:- a statement of what should be done in the parti@iteaumstance/oxford
word power dictionary, 1994:543/

Policy :- plan of action propose/adapted/ by government

Requirements:- things that are demanded.

Uninterrupted: - with without, stopping blocking

Bureau:-organization or office provide information of goxmerent department
Exporters:- person or company that exports goods

Distributors:- person or company that transport and supplies goods

Specification :- the details describing materials.



CHAPTER TWO
REVIEW OF RELATED LITERATURE

2.1 Introduction

In this chapter, concepts related to purchasingctmes, purchasing ethical
behavior, detailed specification, purchasing pemsbriraining, procedures and

empirical review have been assessed.

2.2 Definitions of Purchasing

Purchasing is managerial activity that goegoind the simple act of buying
materials of the right quality, in the right quglitat the right time, at the right
price, from the right sources, with delivery athtiggources, with delivery at right
place and also includes planning and policy agtigibvering a wide range of
related and complementary activities (wasting, 1985

Purchasing is the function of buying machynedools, general supplies raw
materials etc required an organization(Nair,199&}. Auteur further emphasizes
that purchasing is developing source of supplyalizing prices, placing orders,
obtaining materials by the right time, contributing standardization, value
analysis, etc and effecting disposal of surplus aochp. Purchasing is the
acquisition of required materials, services, andiiggent (Dobler, David
.Burt,1996).Purchasing is buying of plant, machyreand equipment, materials and
services,( Data 1988).Purchasing is obtaining feoternal sources all goods and
services which are necessary for running, maimgiaind managing the company
and support activate at the most favorable condti@Vell, 1994).The above
definitions of purchasing offer common idea on adding material requirements

to achieve organizational objectives.



2.3 objectives of purchasing

The objectives of purchasing can be viewed froradhevels:

> A very general managerial level ,

» A more specific functional or operational leveldan

> A detailed at which precise strategy for buyingnglare formulated.(Dobler,

David .Burt, 1996).Hence, the main objectives are:-

» To support company operations with uninterrupted flow of materials and

services. this is the most fundamental of all purchasing anpply objectives. In a

logistical sense, this is the key reason for thsterce of the department.

» Maintain adequate quality standards to produce the desired product of service:

certain quality level is required for each matettaproduce the expected quality of

product and provide efficient service to the conypan

> To buy wisely: buying wisely involves a continual search for #idrevalves that

yield the best combo nation of quality, serviced gumice relative to the buyers

needs. It involves coordinating with suppliers arskrs i.e. defining needs and

reconciling users needs with suppliers capabilities

» To develop effective and reliable source of supply: The buyer responsibility is

the identification investigation, selection and elepment of competent and

responsive suppliers.

» Maintain the firms competitive position :-an organization is competitive only if

it can control coast in order to perfect profit gias. Purchase coast are the largest

single elements in the operation of many orgaromati Purchasing department

provides information a about product design and ufaoturing methods in new

product.

» To achieve maximum integration with the other departments of the firm: it is

essential for the buyers to understand the majedsef their using departments.

So that these needs can be translated in to nmatetipport actions. While these
10



actions vary from firm to firm, they normally regeithe purchasing and supply
operation to support using department in its magsponsibilities. The most
common types of support involve actions such agldging martial standardizing
program (in coordination with no-going design piagt)

» Forecasting further prices and general business condition: performing
economic make-or-buy analysis, and data from sepplegarding new materials,

processes, and materials availability.

2.4 Basic Purchasing Principles

Purchasing principles to obtain the greatektevtom each Birr the purchasing
department spends to support the operation of tgar@xation by providing
uninterrupted materials flow (Leenders,1989:24).

» Right Quality

The right quality is the suitability of an iteior given purpose. The best quality
need not be the right quality. For one job the gestle may be the right quality
whereas for another job it may not be the righfigualoes not be associated with
high price. It simply refers to an item or matetlzt fits for a given purpose is a
guality material. Quality is usually described @énnhs of size, shape, color,
thickness, materials from which an item is madegtle, etc (Nair, 1990).

» Right Quantity

In the case of recurring items, the right gitgns the quantity that may be
purchased at a time with the minimum total cast wheth obviates shortage. If
the quantity is large the price is generally loveeit the inventory carrying cost
goes up. In the case of special purchases, isighe quantity required for carrying
out the job (Nair, 1990).

11



» Right source

The right source means suppliers should poss®ssnecessary financial
resources, the organization to handle the commisneicluding procurement of
row materials which may be difficult to obtain atind technical ability (including
inspection and quality control methods) to supply tequired quantity of goods at

a satisfactory price(wasting, 1985).
> Right price

The right price is the one which brings thethédtimate value. It needs not be
the lowest price. Price should be determined inlmoation with other factors such

as quality, ultimate life, delivery time, after-salservice, etc. (Parson,1982)

2.5 Basic purchasing Procedures

A procedure outlines in detail the specifiti@ns to be taken to accomplish a
given task within the guidelines of any applicaptdices. In short, it establishes
the way of doing things (Doubler,David.Burt,1996)el procedures of
procurement and the documents they utilize serve tmwndamental purposes

within a firm.

» They provide the framework and the direction focauplishing the supply and
materials management activities effectively anccifftly.

» They provide the means for processing informatioputs from outside the
departments to produce output communications needeaddividuals and other
departments to do their jobs in coordinated anélymanner.

The purchasing management requires a wide rahggandard procedures to
deal with the normal daily tasks. The procedureoives a series of steps in
acquiring products, services and equipments. Sdrie@rocedures are discussed
below (Donald. Dabbler,Burt,1996).

12



2.5.1 Recognition of needs

The need for purchase typically originates in orfe tlee firms operating
departments or on its inventory control sectione Tgurchasing department is
usually notified of the need by one of two basicthnds: a standard purchase

requisition or a material requirement planning (MR€hedule.

Store requisition originates from the user depamtme recognize their need.
concerned units will fill materials requisition for based on the organization
policies and send to store to the materials areamstock and when the materials
are in re-order level the store fills a purchasguigtion form and send to the
purchasing department. The purchase requisitiom filod send to the purchasing
department. The purchasing department managerdiatsd urge requirements to
be standard and enough to prevent an excessive anuaibrush orders to be
placed.

2.5.2 Develop Detail specification

Specifications are the most detailed method of ml@ag requirements.
Developing proper specification important managentask. When specification
developed, the following considerations must béuhed(Nair, 1990).

v" Design consideration of functions
v Marketing considerations of economical production

v Purchasing consideration of materials, availahistypplier capability and cost

To develop specifications that properly balancedpob quality characteristics and
product cast, management must coordinate the fiectsnical and business skills
during specification development the following apgrhes must be used (Dabbler
Burt,1996:162-165).

13



» Early purchasing and supplier involvement
» The formal committee
» The informal approach

» The purchasing coordinator approach
2.5.3 Supplier selection and Evaluation

As soon as a need has been established and preteseribed, the buyer beings
an investigation of the market to identify potehsiaurces of supply. In the case of
routine items for which supplier relationships hameady been developed, little
additional investigation may be required to sekegjood source. After qualifying

preliminary group of potential sources, the buyerynemploy the techniques of
competitive bidding or negotiation or both. Whempetitive bidding is used, the

buyer initiates the procedure by requesting qumatifrom reasonable number of
firm with whom willing to provide technological astnce do business. The one

that provides specified quality of requirementsligquéNair, 1985).

» Delivers on time as promised

» Has acceptable price

» Reacts to unforeseen needs such as suddenly atedler decelerated volume
of business

» Changes in specification service problems

» Take initiatives in suggestion better ways

» Cooperation with cost reduction program

» Warn ahead of time on material shortage due thestwar etc.

14



Another important criteria for evaluation eftipplied is the approval of
samples. When the buyer wishes to be sure of tladitgjusuppliers should be
requested to submit samples. The samples must frevaal by the inspection
department of the buyers firm or by the personmtidg the material or by some
other competent person.

The approved sample should be sent to the regesaation for comparison with
bulk suppliers and the rejected ones should benetuto the suppliers. When
respective purchase or periodical deliveries aganstanding order are made
Supplies should be checked to ensure there isteoiai@tion in quality (N.K.Nair,
1985).

2.5.4 Placing purchase order

= Vender analysis

The suppliers are evaluated on criteria set faluation. Since analysis of bids
and selection matter of judgment, of suppliersraedter of judgment, it leads to
placement of purchase order.

= Contract on purchase

After the selection, the suppliers are requiredutbll certain obligations on the
supply of materials. The supplier also makes cotdgr@r agreements with the
organization. The purchase order consists of skveopies based on its
distribution in the company. In short, the ordeowdd include all data required to
ensure a satisfactory contract and it should bereddin manner which leaves little
room for miss interpretation by either party.

» Follow up and expediting

After purchase ordersave been made the purchases may not need to mghit u
the order items are deliverethe purchaser follows up in order to ensure that th

15



supplier will send the materials on or before tlygead delivery data or the
purchaser expediter the supplier to send the naddebiefore the agreed data on

some circumstances.

When there is a reasonable chance that the supphgrnot stay on schedule,
important order with unethical delivery dated sladotdceive follow up attention.
At the time such orders are placed, the buyer shdatermine specific date on

which follow up checks are to be made regardlesbetpecific system used.
2.5.5 Receiving and inspection

The next in traditional purchasing cycle is receapd inspection of the order.
When a supplier slips materials it includes in #igpping container a packing
sheet which itemizes and describes the conteilteoshipment. The receiving clerk
uses this packing slip in conjunction with his @r lsopy of the purchase order to
verify that the correct materials have been reckivter a shipment has been
inspected for quality and for general conditionsh&f materials, the receiving clerk

issues a receiving report.
2.5.6 Invoice audit and completion of the order

to ensure that the purchaser makes proper paynoenthé materials actually
received, sound accounting practice dictates thatestype of review procedure
precede payment to the buyer typical procedurelvegoa simultaneous review of
the purchase order, the receiving report, anditveice .by checking the
receiving report against the purchase order, thiehaiser determines whether the
guality and type of material order was in fact reed. Then by comparing the

invoice with the suppliers ill is priced correctind that it covers the proper quality
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of acceptable materials. Finally, by verifying tlagithmetic accuracy of the

invoice, the correctness of the total invoice feyig determined.
2.5.7 Record and close purchasing orders

The closed order file provides a historical recofdall completed purchases. It
frequently serves as useful reference when quesadse concerning post orders
and when certain historical data are needed teeguitdire decisions. Closed orders
usually are carried in the order status recordafeertain period of time to allow

adequate time to follow, reject or adjustment.
2.6 Negotiation practicesin purchasing

Negotiation is the exchange of view, either vedyalritten between the buyer and
the prospective supplier over quality, late delyerices etc. in order to reach a
conclusion satisfactory to both the parties (N4a®85:139). Nowadays, only
standard items of small value are ordered on thvedb quotation received against
tenders. When items of large value, items of rewgrmature and specially

fabricated equipment are involved prices are afiegotiated.

Negotiation, generally, induces the supplier t@effa good reduction in prices. If
not, it will at least enable the buyer to underdtdime reasons for the supplier
inability to price reduction. But as already meng&d, efforts to bring price
reduction through negotiation should center aroligth value items. Negotiation
may take place before obtaining the quotationr afidaining the quotation, when

a repeat order is to be placed, when there isca picrease etc (Nair, 1985:140).

The purpose of negotiation before obtaining theotation is to enable a

prospective supplier to understand the buyer’'siapeed requirement. if the buyer
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Is in possession of cost data showing the raw mahti@bor, etc, he will be in a
better position to negotiate. However, at timem#ly be necessary to agree to a
higher price for the initial supplies and price uetion may be obtained only at a
later stage. The area of negotiation after obtgitie quotation lies in the case of
standard parts in:-

0 Reduction of price
o Higher discount on the basis of bulk quantity
o Reduction of packing charges

o Free delivery at buyers and instead of at suppéiets

Whether cash discount will be given in payment, lsamade after 60-90
(Nair.1985).The author further notes that, wheriplarepeat orders, the points,

which are generally put further for price reduntiare:-

» That the items are of a repetitive nature
» That the quantity involved is large (if that is so)
» That the entire order or major portion (as the caag be) is being given to the

party concerned.

Price increase also often calls for negotiation.the case of standard items,
comparative quotation from other dealers will dngm idea whether the price
increase demanded is justified or not, price ineeadst or specially manufactured
articles should be based on increases cost or ratgrials or labor and any new
taxes imposed by government. Public notificatioanfrappropriate authorities
should be in evidence to support such increaseenOsenior members of the
management take part in the negotiation of higbepaind high off-take items. It is

however, important that successful negotiation,inger or any other negotiation
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on behalf of the purchase department should possessl knowledge of the use
of the materials and of their market conditiongha case of market commodities

of the manufacturing techniques in the case of rf@tured items.
2.6.1 The main objectives of negotiation are:-

» To obtain the quality specified

» To obtain fair and responsible

» To get the suppliers to perform the contract oretim

» To exert some control over the manner in with tetiact is performed

» To persuade the supplier( wile, 1954).
2.7 Purchasing Ethics

Ethics can be defined as the basic principles okcbbehavior, with reference to
a specific person, profession or activity (ThonE&34). In this study the person,
the profession and the activity will be represerigdhe purchaser, the purchasing
profession and the purchasing function. AccordiogDabbler and Burt (1996),
studies have shown that the behavior of the punchatepartment in ethical issues
has a major effect on the behavior of the reshefdompany in similar situations.
It is therefore essential to ensure ethical beldwon the purchasing department.
The authors state that the best way to insureighisrough the development and
enforcement of a relevant ethics policy and throwgimtinuous training and

education.

Ethics are the sets of moral principles ofueal guiding our behavior. In
business setting, ethical behavior is the use cbgmeized social principles

involving justice and fairness throughout busineslations in interacting with
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suppliers. Being ethical means, following a codawad as fair by those within the
profession as well as the community (Trent and te&dif2005).

2.7.1 Ethical behavior Rules

According to Trent. Hadfield(2005),Ethical behaviotes can be understood as

three categories

1.Buyer must commit her/his attention and energieshe organization’s benefits
rather than personal enrichment at the expensegaination (Ethical buyer do
not accept outside gifts or favors that violateftia’s ethical policy).

2.Buyer must act ethically toward suppliers and trgateach suppliers
professional with respect.

3. Buyer must uphold ethical standards set forth Bfhler profession.
2.7.2 Unethical Behavior Risks.

» The buyer legally penalized as defend by the law
» Unethical behavior also presents personal risk&iyers professional reputation.
» Un ethical behavior is the risk to the firm’s regtidn

2.7.3 Types of Unethical purchasing Behavior.

According to Monczka. Trent. Hadfield (2005), ume&l behaviors during

purchasing practices are:-

1. Reciprocity:-this action involves giving professional treatmemsupplier. This
refers to purchasing arrangement that detectsili‘bwy from you if you buy from

me-.
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2.Personal Buying:-this occurs when purchasing department purchasssrial

for personal need of its employees.

3. Accepting supplies favors:.-this behavior occurs when buyer accept gifts and
favor from supplier. This will affect buyers judgnieto evaluate and select the
most capable suppliers.

4. Sharp practices.-misrepresentation by buyer that falls just slodractual fraud.
This practices occur whenever buyer “plays gamehsuppliers and operates in
an underhanded manner.

5. Conflicts of Interest:-Awarding purchase contract to a company in whuiaker
has significant personal financial interest. Ethicaining must be given before the

actual performance begins.
2.7.4 Professional code of Ethics

According to Monza. Trent .Hadfield(2005), the @oling professional code of
ethics behavior must be considered.

1.Consider, first, the interest of your company ih teansaction and believe
established policies.

2.Be receptive to competent counsel from your colleag

3. Buy with out prejudice

4. Strive consistently for knowledge

5. Subscribe to and work for honesty and truth in bgyand selling and denounce
all forms and manifestation of commercial bribery.

6.Accord a promote and courteous reception

7.Respect your obligations

8. Avoid sharp practices

9. Counsel on flow purchasing managers.

21



2.7.5 Supporting Ethical Behavior

According to Monza. Trent, Hadfield (2005),the fe¥nmust take enhance the

ethical behavior of their purchasing personalsuglo-

1. Developing statement of ethics:-The firms must establish formal ethical policy
to deter unethical purchasing behavior.

2. Top management commitment:- Management must set clearly defined ethical
code of behavior within a firm.

3.Closer Buyers-sdller relationships.-Firms must use team approach buying to
evaluate and select potential suppliers. This iraitsl the opportunity for unethical
behavior.

4. Ethical training:-for new buyer purchasing ethics training must heigibefore

the actual performance begin
5. Develop Consistent behavior:-standards must be establish
in consistent manner for all department withinshene firm.

6. Preventive measur es:-Firms must develop preventive.
2.8 EMPERICAL REVIEW

This section presents the assessment of resegrehsparitten in purchasing area.
All the three papers were selected because of shailarity with the study in the
assessment of the purchasing practices of the Bufdlathe researchers tried to
find out the gaps which exist in the purchasing:ficas that hinder the
effectiveness of its procedures with the commoeatbje of examining the steps
involved in the purchasing process and make feasgdommendations and

improve the purchasing practice and Procedure.
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2.8.1 Evaluating the purchasing procedurein Ethiopian Grain

Trade Enterprise (Biruk, 2006)

This is a senior essay by Biruk Assefa presentéditbs Ababa University
college of Commerce procurement and supplies managtedepartment.

The paper discusses the problems hindering thaegifipurchasing practice in the
organization. The main problems in the enterpriseawpoor quality of grain
purchases because of suppliers deceiving purchasetsuous price fluctuations,
unclear purchasing procedures and incompetent asirodp staff. The paper
presents a general research objective analyzingutahasing procedures and
understanding the relationship between purchasidgéher units of the
organization. The research findings show that the puality of grain is
attributable to the fact that no technical speatfmns are given to purchasers and
disloyal act of suppliers. The paper discussesliabie suppliers are causes of
inefficient purchasing since the enterprise hapermnanent source of supply.
Further the problem of unclear purchasing procedumentioned as a research
finding. Thus developing a clear purchasing procedasirecommended for speedy
purchasing process. Also development of specitiodir purchases and training
the purchasers on the application of specificasaecommended. Although the
problem of unreliable and disloyal suppliers issgrged as the critical problem
possible ways of solving this problem are not sstgre

23



2.8.2 Purchasing Practice problemsin Addis Modjo Edible Oil

Factory ( Tewodr os, 2006)

A senior essay prepared by Tewodros Walelgne pted¢a Addis Ababa
University College of Commerce procurement and $epmanagement
department. The paper presents a list of problemshabadly influence the
company's purchasing performance. The major clgdieare continuous price
fluctuations in the supply market, shortage of materials, poor quality
purchases, delayed purchases and unreliable sigoflie address the above stated
problems the researcher developed research olgectihich are analyzing the
effects of purchasing on organizational performaanue its process and learn
about source of supply. The research findings shbatsthe absence of permanent
suppliers is related to unreliable source of supphjich is bringing poor quality
purchases, the existence of weak relationship leetyerchasing and other
departments together with unskilled purchasing safelaying the purchasing
process, the least price selection criteria thepaom is currently using are

bringing poor quality materials. Based on the asialynade the paper recommends
solutions assumed to improve the challenges. T¢eareher proposes further
research on the area to come up with viable saolstiBesides this, employing

skilled manpower, and establishing permanent scufrsapply are recommended.
2.8.3 Purchasing management in Commer cial printing enterprise

( Getachew, 2006)
Research paper prepared by Getachew Zeleke arehprdgo Addis Ababa
University College of Commerce purchasing departmBme discussion of the
research problems states the occurrence of potityqaiad delayed purchases
critical hindrances on the effective purchasinggrenance. Further the minimum

weight given by management for the function expedibhe problem. The research
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objectives include analyzing the purchasing prooedexploring management
support and organizational structure and identifytire effects of organizational
structure on purchasing performance. AdditionaBrhing how purchases are
being accelerated and finding out about the puimbasan of the organization are
mentioned as research objectives. The paper datailsnber of findings, which
explain the reason behind the critical problemss Tittludes that there is no sound
and strong relationship with suppliers, purchasesat properly planned,
implemented and expedited, the absence of cleaifsad¢ion of items. Feasible
recommendations were given by the researcherspmira the purchasing
performance. Consequently the need for improvedstnothg relationship with
suppliers is suggested. Besides this, the manadessumggested to have effective
plan and follow up system for purchasing. Furtlher paper proposes that the order
processing system should be revised to meet cystenhasing needs. Even
though the findings show wrong purchases resuftad fack of clear
specifications, the paper didn’t propose on theartgnce of having specifications

2.9 Conceptual Framework
Many factors affecting the performance of purchase effective purchasing
performance is the combination of a good skilledcpasing personal and

organization settings. The frame work of this stgglye more emphasis for the

following factors that influence purchasing praesiégn any organizations.
2.9.1 Purchasing procedure

After policy has been formulated to guide purchgsilepartment action towards
basic company objectives, operational purchasingguiures must be developed to
implement the policy. Purchasing procedures areabipg instructions (reference
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guide) for purchasing personnel how to accomplisfiergnt activities of
assignments. For purchasing department and staffo@es, purchasing procedure
manual provide clarification and consistency andeoby documenting the steps
and activities required to perform different taskgell documented purchasing
procedures support efficient operations which iganextensive and detailed. In
order to accomplish their Objectives, profit of paoofit oriented organizations
primarily give emphasis to on the development obacise, accurate and complete
set of operational instructions. If purchasing aoes specifies many steps or
present unnecessary details, it will be ineffectarel organization performance
distorted. Many organizations have found that theditional procedure for
developing new products does not support cooperabetween purchasing
department and others. To achieve the maximum txgscof the organization, the
existing procedures are being replaced by streaohlprocedures that encourage
timeliness and responsiveness. As with the pobeganizations must review and
evaluate their purchasing procedures to make fatethey timely and accurate
that they are contribute to rather than hinder grerhnce .Without implicating
well formulated purchasing procedures, organizationll not achieve their

maximum achievements.
2.9.2 Purchasing performance evaluation and measur ement

Purchasing performance evaluation and measurerepresents formal systematic
approach to monitor and evaluate the performanceehiing standards to improve
the quality of services and products for in inté@rad external customers. Modern
purchasing performance measurement and evaluaysters based on the
effectiveness and efficiency in terms of cost, fuaprice, delivery time and other

related issues of purchasing performance. Purahpgsenformance measurement
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and evaluating directly support decision makingcpss, better communication b/n
departments, provide feedback insights how welloeganization is meeting its
objective performance over time. In order to measaurchasing performance all
organizations (government and non government) sheetl performance standards
that can meet the attainment objectives of purcgasost effectiveness, deliver
time, quality requirement without measurement araluation future performance

improvement will be very difficult( Nair, 1985).
2.9.3 Purchasing personnel Training

Trading is the act of improving or updating the Wiexdge and skills of employees
to understand their responsibility and accountigbiii performing particular job.
Purchasing department expecting to play vital rolethe organization’s cost
reduction aspects. Therefore, additional skillseh&tw be imparted to prepare an
executive to react effectively to changes. Contusutnading and workshops can be
prepared for purchasing department staffs to fonceffectively with in the
changing world and the organization that enableaadle any challenges. A firm
must train its purchasing personnel in order toieah its objectives of cost
reduction relation to purchasing. Without continsiodraining personnel,
purchasing cost reduction strategies will not maed inadequate performance
resulted and decline of profits.

2.9.4 Purchasing behavior Ethics

In the business setting, ethical behavior is thee afsrecognized social principles
involving justice and fairness throughout businedationship. When purchasing
personnel interacting with suppliers, treats thamadjust, decent, fair, honest and

fitting manner. Being ethical means following a eodewed as fair by those with
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in the profession as well as the community. To haueh ethical purchasing
personnel guided by principles of loyal to orgah@as faith in the purchasing
profession, organizations should develop continumising policy and develop a
statement of ethics that defines the boundariegtloical behavior. Therefore,
without formal ethical policies more likely to maklescounted purchases for their
employees, questionable practices in some state @edentive measure
impossible( Monza. Trent .Hadfield,2005).

2.9.5 Material specification

Specification is detailed descriptions of materihlat tell the seller exactly what

guality, standards and type the buyer wants tohase. Unnecessarily tight to
tolerances results in needlessly high material iage specification directly affects
the quality and performance of item purchased dmdprice paid cost. When

purchasing specifications are clear, precise amdnoanicated between seller and
buyer reasonable price will be paid, right quaptychased, unnecessary cost will
reduced and purchase profit increased. Thereforputchase the right quality at
fair price organizations should develop detailedemal specification clearly and

precisely(Nair, 1990).
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CHAPTER THREE

Resear ch Design and methodology

This chapter covers methods of the study and aatsdvith data collection covers
how primary and secondary data is collected. Ttapier also details the approach
used and designing of survey questionnaires amavietv questions used by the

researcher to collect the primary data.
3.1 The study design

A research design is a blue print that dealls what question to study, what
data are relevant, what data to collect and howatmlyzed the result
yin(1994;cited by Ravi 2010). This study used desee research design that is
approached by survey method using questionnaire iatefview to assess
procurement practice of Addis Ababa Road and Tramdgureau. The finding and
conclusion of the study depends on the fully wiiian of statistical data collection

and analysis

3.1.1 Data gathering tools
In this research primary data/interviews, obséomatand questionnaire/were
employed as the data gathering tools which wereerappropriate for descriptive
type.
3.1.2 Sour ces of Data

1.Primary data:-which included questionnaire and interviews. THoestionnaire
contains both close and opens ended and distridatedl employees selected as

sample of the study. In addition to questionndaege to face interview conducted
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with two top Management members and two senior neesof purchasing
department.

2. Secondary data:- In this source the data collected from the burepuishasing
Manual, previous records of the bureau and researcbhnducted before related to
this study.

3.1.3 Sampling techniques

Purposive sampling techniques for purchasing , Aoting and Human Resource
departments and random sampling technique for usgrartments were applied to
conduct the researches which ensure that every sremfbthe population has

equal chance of being selected.
3.1.4 Population and Sampling size

The size of the sample for the study was determindake 80 respondents. All 50
employees from purchasing , accounting and Humsourees departments and 30
employees from users department who are workinthéndifferent department

under the bureau.

3.2. Data presentation method

The study used both qualitative and quantitativea ganalysis approaches. The
analysis completely done on the basis of data afa¥mation collected from 80
respondents through questionnaires. Tabulation adsthfrequency distribution
and description of facts used the mean and stardkasidtion were used to verify
results and arrive at certain conclusions. A melaB was used as cut-off point
decision making for each item on the instrumenty Aam with a mean of 3 and

above was considered adequate and hence enhaadeséhof respondents. Any
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item with a mean of less than 3 was consideredeaate. Statistical analysis is
the techniques that are used in the study to aaagd interpret the data.

For the data collected through questionnaire thidysggive some insight about
practice of purchase. The data analysis technigaenbainly followed or used in
this study is the method of descriptive analysiglgpg SPSS software program
because the above mentioned objectives will bebkerachieved using this

technique.

3.3 Reliability
» 0.85 For 37 items (Purchasing and accounting andatiuresource) department.
» 0.75 For users department for 25 items.

3.4 Ethical I1ssues Consideration.

All respondents who were participated in this stpdyvided with all the relevant
information about the purpose of the study bené&dithe researcher and as did not
misbehave the behavioral norms established by thedd .In addition to this
findings were reported in a complete and honestyneg without misrepresenting

the real information.
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CHAPTER FOUR
DATA ANALYSISAND INTERPRETATION

4.1. Demographic Characteristics of respondents

The data is collected from two different sub-growgsch are incorporated in one
organization; the first group involves purchasingl dHRM department and the
second groups were other supportive departmentswank in collaboration with

purchasing department.

4.1.1Sex of Respondents

Table 4.1 Sex of respondents

Sample Sample
Group One Group Two Total
Sex Frequency Percent [Frequency |Percent |Frequency|Percent
valid male 31 62 18 60 49  161.25
Female 19 38 12 40 31 |38.75
Total 50 100 30 100 80 |100

Source: own computation

On the first group of respondents 31(62%) were raakk 19 (45.5%) were female
respondents; on the other groups 18 (60%) of thearewwnale and the rest 12
(40%) are females. Apart from this, out of the lt@@mple respondents 61.25%

them are male and the rest 38.75% are female rdepts
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4.1.2 Age category of Respondents

Table 4.2 age category of Respondents

Sample Group Ong Sample Group Twd Total
Valid
hge FrequencyiPercent |Frequency Percent |Frequency [Percent
26 —35 28 56.0 6 20 34 42.5
valid  36.45 18 36.0 24 80 42 52.5
46-55 4 8.0 : . 4 5
Total 50 100 30 100 80 100

Sour ce: own computation

In the first group in which the data were collecteam purchasing and HRM

department, majority (56%) of the respondent falthe age group of 26 to 35;

whereas for group two the majority (80%) of resparid were between in the age

range of 36 — 45. The rest 18% and 4% of the girstp were fall in the age group

of 36-45 and above 45 years of age respectivelpafgntly, for group two the rest

20% were in the age range of 26 to 35. Taking twgyethe two groups or

considering the whole sample together 52.5% of shmple respondents are

between 36 to 45 years of age and the rest 42.5P6%nof the respondents were

grouped in 26 to 35 and above 45 years of age cbgply.
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4.1.3Marital statusof respondents

Table 4.3 Marital status of respondents

Marital Group one Group two Total
Status cum
Freguency |Per cent |Frequency|Percent|Percent |Percent
Single 28 56 13 43.3 41 51.25
Married 22 44 17 56.7 39 48.75
Total 50 100 30 100 80 100

Sour ce: own computation
41 (51.25%) of the total samples were single amdrést 48.87% were married.
From this the first group contains 56% single ad#lodnarried; and in group two

43.3% of the respondents were single and 39% of there married.

4.1.4 Educational background of respondents

Table 4.4 Educational background of respondents

Group one Group two Total
Education Cum
Frequency|Per cent |Frequency|Per cent[T otal |Percent
Diploma 8 16 12 40 20 25
Valid Degreq 38| 76 18 60 | 56 | 70
Masters 4 8 0 0 4 5
Total 50 100 30 100 | 80 |100
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70% of the respondents were first degree holde¥ 28d 5% of the respondents
were diploma and master’s degree holder respegtivielterms of group, in the
first group 76% of the respondents were first dedrelder and 16% of them are
diploma holders; the rest 8% were master's degoteers. In the second group
60% of them are first degree holder and the re%i 4t diploma holder.
4.1.5Work experience of respondents

Table 4.5 Respondents Work Experience

Group one Group two Total
Experienc
e Cumulativ
Inyears |Frequency |Percent |Frequency |Percent{Total |ePercent
0-1¢ 4 8 - - 4 5
11-2( 30 60 12 40 42 52.5
21-3( 11 22 17 56.7 28 35
Valid
31-44 5 10 1 3.3 6 7.5
Total 50 100 30 100 80 100

Sour ce: own computation

With regard to working experience 52.5% of the oegfents had 11-20 years of
working experience, 35% of them had 21-30 yeaesxpkrience, the rest 7.5% and
5% of the respondents had a working experience 168 and 0-10 years
respectively. In terms of group, in the first grampich was considered purchasing
and HR department as a sample, majority (60%)@féispondents had experience
of 11to 20 years, the next is 21-30 years expeeenghich accounts 22% of
respondents; the other 5% & 4% of the respondess3i-40 and 0-10 years of
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experience respectively. In the second group wimicbrporates departments other
than purchasing and HR which had direct relatigns¥th purchasing department,
56.7% of their sample had experience of 21-30 ye#i% had 11-20 years and

3.3% had 31-40 years of experiences.

4.2 Descriptive statistical analysis of purchasing

and Human Resour ce Departments Respondents

4.2.1 Purchasing Ethical consideration
Table 4.6 Purchasing Ethics Consideration

Std.
No | Description SD%| D% |N% |A% | SA% | Mean |devn
1 | The Bureau Provide |62 10 4 | 16 8 1.98| 1.436

ethics training regularly
for purchasing staffs
and new employees
2 | Purchasing staffs follow6 42 14 | 28 10 294 1.168

professional code of

ethics (loyalty, justice,
faith)
3 | The Bureau developed 60 8 8 22 2 1.98, 1.33]

statement of formal

NI

ethics policy help defin

D

unethical purchasing
behavior
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Unethical behavior
prevention mechanism:
are well organized and
stated clearly us of the

Bureau objectives

50

U)

32

2.4

1.552

There is enforcement @
relevant ethics policy tc
ensure ethical behaviotr
from purchasing

department.

58

10

18

10

2.18

1.521

More emphasis given
for ethical behavior
when purchasing staffs

assigned as responsibl

38

26

18

10

2.36

1.411

Purchasing staffs
assigned based on the
profession they have
and their field of study.

18

-

50

14

10

2.48

1.233

Total

41.78

21.14

7.71

21.14

8.23

2.33

Source: own computation

The table 4.6 depicts the ethical consideratiotheforganization; this mean what
is the feeling and observation of respondents wétpard to ethical things in
purchasing practices. For this, seven measuremstriuments (questions) were
established and used. Accordingly, the bureau dogovide regular trainings for
its staffs concerning purchasing ethics, and teisconfirmed by 72% of the

respondents; on the other end 24% of the respondgmneed for that the bureau
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provides ethical trainings for its staffs. Approxtaly, 48% of the sampled works
doesn’t agree that purchasing staffs follow pratess code of ethics such as
loyalty, justice and faith; conversely, 38% of theorkers agreed that the
purchasing staff follow professional code of ethibs addition, the workers
comment the bureau should identify the gap betweem performance and their
defect in their day today activities, and then gpreper and consistent ethical
concern training that fulfill their gap; likewisét should provide training to
develop sense of belongingness on public resourdenaaintain code of ethics,
apparently, they insight the salary paid shoulctctmpetitive and clear rules and
regulation have to be existed; and also this eltissaie should get more time and
focus.

Furthermore, 68% and 58% of the workers reported tine bureau didn’t have
formal stated ethical policy as well as unethicahdwvior prevention mechanism;
on average 24% and 40% agreed that the bureauthizd policy and unethical
prevention mechanism respectively. The worker gistify some of the reasons
why the organization had no stated policy suchaak bf required professionals
(only 10% to 15% of the human power are professg)ntop managements were
not ruled by the purchasing policy, it didn’t getich concern, and the bureau did
not worry about ethical statement; Moreover, theggest it would better to have
such policy.

Although, almost 62% of the respondents disagreat there is enforcement of
relevant ethical policy which would ensure ethidahavior of purchasing
department; with regard to this 28% of them agrbed the enforcement is there.
As purchasing is critical issue for any organizatmore emphasis should be given,
accordingly, 64% didn’'t agree more emphasis wasrgfer ethical behavior when

purchasing staffs were assigned in the organizafi8fo conversely agreed that
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ethical behavior got high emphasis. The respondasts justify why purchasing
relates didn’t get much emphasis such as lack aihitrg, corruption, top
managements are engaged in other activities, tapagsment positions are not
occupied by qualified individuals, and the reanént process is not on the basis
of merit and education it is political allocatioMoreover, respondents were also
asked whether purchasing staffs were assigned en right qualification,
unfortunately 68% of the respondent confirms thatcpasing staffs were not
assigned based on their profession and field afystwhile 24% of them agreed

that the right qualified individuals were assigned.

As summary table 8 boons purchasing ethical corsidas of the office; the
mean score of this variable is 2.33. There wergeihs (questions) under this
variable; the question “Purchasing staffs followfpssional code of ethics such as
loyalty, justice and faith” has the highest meanrswf 2.94. The minimum score
for this question is 1 i.e. “Strongly Disagree” anthximum score is 5 i.e.
“Strongly Agree. The questions both “The Bureaudlieped statement of formal
ethics policy help define unethical purchasing edra” and “The Bureau
Provide ethics training regularly for purchasingftst and new employees” has the
lowest mean score of 1.98. Here, in the above tdidemean score of overall
purchasing ethical consideration aspects is me2rie. 2.33. So, we can conclude

that purchasing ethical aspects lie on “disagrees!|
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4.2.2Pur chasing per for mance evaluation

and measur ement

Table 4.7 Purchasing performance evaloaim measurement

Std.
Description SD% (D% |N% |A% | SA% | Mean |devn

The Bureau developed 8 54 | -- 26 | 12 2.8 1.26
Purchasing
performance evaluation
and measurement

standards(system)

Performance 54 18 | 8 12 | 8 2.02 1.36
measurement and
evaluation training
available for purchasing
staffs according to

policy and technologica

changes

Purchasing 4 46 | 16 | 24 | 10 2.90 1.12
effectiveness measured
in terms of Cost, Time
guality in every budget

period

Top management use | 44 8 14 | 30 | 4 2.42 1.41

purchasing performance
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measurement and
evaluation support for
better decision for

future improvement

5 | Administrative cost 4 6 8 4 8 3.76 | 0.84]
efficiency measured
according to budget
assigned for physical

period.

6 | Supplier performance | 8 56 |10 | 20 | 6 2.60 1.08
measurement statements
are defined clearly
within the Bureau’s

manual.

7 Purchasing performancé 40 |12 | 38 | 6 3.02 1.09
IS measured according
to mutual agreement of

objectives

8 Performance evaluationl8 44 | 6 22 | 10 B2 |1.292
criteria used in the
Bureau for fair and
capable of true

measurement

Total 18 34 925 |30.7 |8 2.76

Source: own computation
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Table 4.7 presents the perception of the resposdentterm of purchasing
performance evaluation and measurement. 62% oepondents confirm that the
bureau didn’t have purchasing performance evalnatim measurement standards
(system). Likewise, more than 71% of the resporglargue that the office had not
performance measurement and evaluation trainingdorhasing staffs. Moreover,
52% of the respondents reported that top managewtentt use purchasing
performance measurement and evaluation supportlar to make better decision;
conversely, on average 34% of them responded b®attdp managements use
purchasing performance measurement evaluation suppo

Furthermore, 82% of the respondents agreed thadhenistrative cost efficiency
was measured according to the budget assignethdopltysical period; although,
44% of respondents agreed that purchasing perfaenamas measured according
to mutual agreement of objectives, on average tmaes(44%) amounts of
respondents confirmed that purchasing performanege not measured based on
mutual agreement. Apparently, 62% of them saidgoerince evaluation criteria
were not used for fair and capable of true measainém

There were 8 items (questions) under purchasindoqmeance evaluation and
measurement aspects (table 7); and its grand maae svas 2.76. Out of 8
guestions “Administrative cost efficiency measuestording to budget assigned
for physical period” and “Purchasing performanceneasured according to mutual
agreement of objectives” scored the highest withrttean of 3.76 and 3.02. For
“the administrative cost efficiency” respondent’ssximum score was 5 i.e.
“Strongly disagree” and lowest score was 1 i.etd&gly agree”. The items which
scored the lowest were “Performance measurement eamaduation training
available for purchasing staffs according to poheyl technological changes ” and

“Top management use purchasing performance measuteand evaluation
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support for better decision for future improvemewith the mean score of 2.02
and 2.42. Both of the questions in the Likert sagé the highest score “5” and
lowest score “1”. But looking at the above tablke @an conclude all the questions
mean score are slightly below 3 which means,beisw the neutral

4.2.3 Detail Purchasing specification

Table 4.8 Purchasing specification

Std.
NO | Description SD% |[D% |[N% |A% |SA% | Mean |dev
1 The Bureau has well 16 42 | 12 | 26 | 4 2.60 1.16
developed procurement

manual that incorporate
specifications of item
initial

2 | Specification developed| 4 10 |12 | 70 | 4 3.60 .881
by the Bureau satisfy the

requirement of materials
3 | Specification developed| 18 46 | 8 24 | 4 2.50 165

by various units of the

Bureau address clear
,concise and un
ambiguous
communication with
purchasing department
4 | Specifications specify |46 14 | 6 24 | 10 2.38 1.51

performance characters pf 0
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desired items such as
guality of products,
serviceability,
commercial standards,

durability and features.

The bureau applied
different approaches
(formal committee, in
formal approach,
purchase coordinator
approach) during materis
specification

development.

50

14

24

2.30

1.4

During detall
specification
development material
availability, supplier
capacity, design, market
consideration taken in to

account.

14

48

26

2.62

1.1

Specification considered
as initial document in the

purchasing department.

34

58

4.46

.76

The staff members of
purchasing department

have Enough knowledge

14

52

10

2.54

1.2
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how to develop material

require mints

Total [2025 |27.7 |9 30.2 | 2.75 2.875

Source: own computation

Table 4.8 presents the insight of the respondents wegard to purchasing
specification implemented in the organization. Adoogly, 58% of the
respondents conclude that the bureau had not wed#ldped procurement manual
that incorporate specifications of items; also aersble (30%) amounts of
respondents agreed that the bureau had well dectiocurement manual. Also
64% of the respondents disagreed no that the smm@h developed by various
units of the bureau address clear and concise caocation with purchasing
department. Moreover, 74% of respondents agreedhbapecification developed
by the bureau fulfilled the requirements of matsri®&6% of sampled workers
responded that during material specification dgwalent the bureau didn’t apply
different approaches (formal committee, in formapach, purchase coordinator
approach, etc.); conversely, 30% of them agreetdth®aoffice applied different
approaches for material specification and developnia addition, 62% reported
that during specification development material Eality, supplier capacity,
design, market considerations were not taken imdoount. Furthermore, 92%
confirmed that in purchasing department specificaticonsidered as initial

document.

In general, table 4.8 presents the perception ef rksspondents towards the

purchasing specification of the organization. Timeasurement variable gains a
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mean score of 2.875. So, the mean score of purghagpecification is above
neutral. There were 8 items that asked about pamyaspecification; among 8
items “Specification considered as initial documenthe purchasing department”
score the highest. The mean score was 4.46. Themmaxscore was 5 i.e. “Here,
in the above table the mean score of overall pwinlgaspecification is near to 3
l.e. 2.875. So, we can conclude that purchasingifsgeion aspects lie on

“Neutral level”. Strongly Agree” and minimum scomgas 1 i.e. “Strongly

Disagree”. Items like “The bureau applied differemproaches during material
specification development” and “Specifications sfyeperformance characters of
desired items such as quality of products, serbiifga commercial standards,

durability and features” got lowest mean score.8f& 2.38.
4.2.4 Purchasing Procedures and principles
Table 4.9 Purchasing Procedurespaindiples

No | Description SD% | D% N% | A% | SA% | Mean | Std.v

1 | The Bureau give more 2 48 4 30| 16 3.10| 1.23
consideration for basic
purchasing principles(right
guality, quantity, sources
prices and time)during

material purchasing

2 During Purchasing the 40 6 4 34| 16 2.80| 1.63
basic operating procedures
(need recognition, develop
specification, approved by

assigned person, supplier
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selection, supplier
evaluation, placing order,
contract fallow up order
inspect and receiving) are

followed.

Purchasing manual of the
Bureau encompasses bas
document policy,
principles, procedures,
Decision, practically
applicable during

purchasing process.

ic

46

10

30

12

3.04

1.16

All the five right principles
equally treated during

purchasing performance.

16

46

14

10

14

2.60

1.27

All purchasing manual
(Principles, procedures,
policies) understood by th
purchasing department an

top management level-

58

(1%}

d

10

18

10

2.18

NJ

1.54

Well organized purchasin
manual is available that
clearly define each unit

responsibilities

10

22

2.20

1.48

Total.

28.67

26.6

24

12.6

2.65
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The above table discussed about the purchasingguoes and principles followed
by the organization; having this, 46% agreed tha¢ bureau give more
consideration for basic purchasing principles sash right quality, quantity,

sources prices and time during material purchasingcontrast, around 50%
disagree on this issue. In addition, 50% agreet dbhang purchasing the basic
operating procedures such as need recognition,lafe\specification, supplier

selection and evaluation, were followed; converseh average 46% reported
basic operating procedures were not followed whilaterial purchasing takes
place. With regard to understanding of purchasiagumal, 62% confirmed that all
purchasing manual (Principles, procedures, policiese not properly understood
by the purchasing department and top managemegilt etiereas 28% responded
the purchasing manuals were well understood bysth#s including purchasers
and top managers. Moreover, 64% reported a welirorgd purchasing manual

were not available that clearly define each umsponsibility.

In summary, the grand mean score of purchasingeptoes and principles was
2.65. 6 items (questions) were employed underdhisissue. Out of 6 questions
“The bureau give more consideration for basic pasatg principles such as right
guality, quantity, sources prices and time duringtenal purchasing” and
“Purchasing manual of the bureau encompasses thasicnent policy, principles,
procedures and decisions practically applicablendupurchasing process” scored
the highest with the mean of 3.10 and 3.04. Fon letns respondent’s maximum
score was 5 i.e. “Strongly disagree” and lowesteseuas 1 i.e. “Strongly Agree”.
The items which were scored the lowest were “Wadhaized purchasing manual
Is available that clearly define each unit respoihges” with the mean score of
2.20. Looking at the mean we can conclude all thestions mean score are
slightly below 3 which means, it is below the naltr
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4.2.5 Purchasing personnel Training

Table 4.10 Purchasing personnel Tingini

No.

Description

SD%

D%

N%

A%

SA%

Std

The Bureau provides
regular training for
purchasing staffs that help:
to improve and upgrade

their skill and talent.

58

U)

16

12

1.88

1.25

Sufficient training on
purchasing policy,
procedure and measureme

given on time.

58

nt

10

20

2.02

1.36

Training opportunity is
treated equally as of other
units for purchasing staff

members.

50

16

28

2.82

Total

39.34

25.34

12

18.67

4.67

2.24

Source: own computation

Table 4.10 discusses about trainings which is dedst for purchasers or

purchasing staffs; with regard to this, 74% resgonthat the bureau did not

provides regular trainings for purchasing staftst thelps to improve and upgrade

their skill and talent. Seemingly, 68% of the raggents disagree on that sufficient

training on purchasing policy and procedures wevergon time. Moreover, 52%

refuses that training opportunity is treated equall of other units for purchasing

staff members, in reverse, 32% replied the purdgasiaffs treated equally as of
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other units and departments. Furthermore, tableldifbrates the grand mean score
of purchasing personnel training was 2.24. Totallyems (questions) were used
under this variable. The question “Training oppoity is treated equally as of
other units for purchasing staff members” has ilgbdst mean score of 2.82. The
minimum score for this question is 1 i.e. “Stron@lisagree” and maximum is 5
l.e. “Strongly Agree. The question “The Bureau pdeg regular training for
purchasing staffs that helps to improve and upgthde skill and talent” has the
lowest mean score of 1.88. In conclusion as obsdeirvéhe above table the mean
score of overall purchasing personnel trainingeiarrio 2 i.e. 2.24. From these it is
possible to conclude that purchasing personnetitrgiaspects lie on “Disagree

levels”.
4.2.6User departments perception towards purchasing practice

User departments are those departments who hac dwatact and relation; and
also work in collaboration with purchasing depamise Here 30 respondents have
been taken as a sample in order to measure thegen towards the purchasing

practice of the office.

Table 4.11 perception of user departments

No | Description SD |D% |[N% |A% |SA% | Mean | Stdv
%

1 | Purchasing department regularyt00 | -- - | - -- 1 0
conducts users need survey to
update their needs with market
sources

2 | The Bureau Provides ethical 80 -- 20 - 160 21.2
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training regularly for purchasing

staffs and new employees

purchasing department seriously-

follow purchasing procedures

during purchasing process

6.7

73.3

20

4.13

0.57

Purchasing staffs follow 23.3

professional code of ethics

(loyalty, justice, faith)

6.7

46.7

23.3

3.47

1.48

purchasing unit staff have 100

Enough knowledge how to
develop material require

description

More emphasis given for ethical30

behavior when purchasing stafts

assigned as responsible

20

1.60

1.21

LAY4

users can obtain the product they00

need of time

0.0d

Performance measurement and63.3

evaluation training available for
purchasing staffs according to
policy and technological chang

(D
(9]

16.7

20

1.77

1.19

purchasing department follows| --

the principles of purchasing

while purchasing

3.3

60

36.7

4.30

0.65

10

Top management use purchasjrf

performance measurement and

16.7

6.7

53.3

3.3

3.03

1.3
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evaluation support for better

decision for future improvemen

11

products purchase for different
purpose based of the
requirements of users in terms
quality, quantity, an

serviceability

100

of

0.0d

12

Purchasing department seriou
interpreted procedures, polices
and principles practically in to

tangible

5180

3.3

16.7

1.70

1.51

13

The bureau applied different
approaches (formal committee,
in formal approach, purchase
coordinator approach)during
material specification
development

100

.00G

14

the department has strong
relation with top management ¢

the bureau

53.3
f

26.

20

1.87

1.1¢

)

15

the staff members of purchasin
department have enough
knowledge how to develop

material requirements

6.7

3.3

1.10

0.54

16

the department invite users

department during material

23.3

3.3

53.3

20

3.47

1.46

52



specification development

17 | The Bureau give more 43.3] -- 3.3 ] 23.3 30 297 | 1.81
consideration for basic
purchasing principles (right
guality, quantity, sources prices
and time)during material
purchasing

18 | Purchasing manual of the Bureau | -- 3.3 | 46.7/ 50 4.47 | 0.57

encompasses basic document

policy, principles, procedures,
Decision, practically applicable
during purchasing process

19 | The Bureau provides regular | 96.7| -- - -- 3.3 | 1.13| 0.73

training for purchasing staffs that

helps to improve and upgrade

their skill and talent

Total |[609 |3.69 |16 |232 |10.7 |219

Source: own computation

As it has been mentioned on the first paragraphathe of this sub-topic is to
elucidate the perception of other departments tdsvaurchasing activities of the
office. For the purpose of measuring this 19 itgjopsestions) were employed.
Accordingly, 100% and 80% of the responds disagoee that purchasing
department regularly conduct users need surveytl@doureau Provide ethics

training regularly for purchasing staffs and newptyees respectively. Moreover,
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more than 90% agreed that purchasing departmeitusbr follow purchasing
procedures during purchasing process; apparer@bs d@greed on that purchasing

staffs follow professional code of ethics suchmslty, justice and faith.

Concerning the knowledge of purchasing staff 100%espondents conclude that
purchasing unit staff did not have enough knowletgey to develop material
require description; Moreover, 80% & 100% of thependents reported that the
necessary emphasis were not given for ethical behavhen purchasing staffs
assigned as responsible and users of the purchdspaytment did not obtain the
product they need on time. More than 56% agree ttiattop management use
purchasing performance measurement and evaluatiopog for better decision
for future improvement; conversely considerable. {36 amount of respondents
disagree on that the top management used purchpsnfigrmance measurement.
Furthermore, all of the respondents confirmed teaery material which is
purchased for different purpose was not based ®mnetjuirements of the users and
also it is not with the right quality, quantity asdrviceability. Likewise, more than
99% of them reported that the bureau didn’t appfieent approaches such as
formal committee, in formal approach and purchaserdinator approach during
material specification development. With regard piorchasing manuals 96%
agreed that Purchasing manual of the Bureau enasapdasic document policy,
principles, procedures, and Decisions which pratlyic applicable during
purchasing process. Moreover, 43% confirmed basrchasing principle didn’t
take in to consideration such as right quality, rdqily prices and time during
material purchasing; apparently, more than 96% gdesa the bureau provides
regular training for purchasing staffs. Furthermotable 4. 11 elaborates the
perception of user departments toward purchasiagtioe of the office. Totally 19
items (questions) were used to measure their pgooed he question “Purchasing
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manual of the Bureau encompasses basic documeaay,paiinciples, procedures,
Decision, practically applicable during purchasipgpcess” and “purchasing
department follows the principles of purchasingle/purchasing ” has the highest
mean score of 4.47 and 4.30 respectively. The numracore for this question is 1
l.e. “Strongly Disagree” and maximum is 5 i.e. 8tgly Agree. The minimum
mean score is 1 which is scored by five questiditse“bureau applied different
approaches (formal committee, in formal approachiclpase coordinator
approach) during material specification developrheéRurchasing unit staff have
enough knowledge how to develop material requisedgtion”, “Users can obtain
the product they need of time”, “Products purchasedifferent purpose based of
the requirements of users in terms of quality, ¢gitignand serviceability ” and
“Purchasing department regularly conduct users see¢ey to update their needs
with market sources” . In conclusion as observetha above the overall mean
score is near to 2 i.e. 2.19. From these it isiptes$o conclude this aspects lie on

“Disagree level.
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CHAPTER FIVE
FINDIGS, CONCLUSION AND RECOMMENDATION

From the research findings and literature revievaealimber of cases were
investigated and out comes has been analyzedaptehfour. This chapter
presents the findings of conclusions and recomntendahave been analyzed in

the charter four based on the existing purchasiagtiges of the bureau

5.1, summery of findings

Based on the responses of the questionnaires alygsa the following major

findings were identified.

» Purchasing ethical consideration questionnaire® watributed for purchasing,
accounting and human resources development depddrard users departments.
According to the result in both respondents, camogr ethical consideration
indicated that the average (grand) mean is aroud8 ®&hich is below 3 the cut
point, This result indicated that the bureau wasgineen more consideration about
ethical behavior of purchasing staffs.
» performance evaluation and measurement based a@ppoogoing process helps
organizations to continues improve their perforneesnd”urchasing performance
evaluation and measurement was taken as one oftiables to assess the actual
purchasing practices within the Bureau. As theltasdicated in both users and
purchasing departments, the Bureau was not dewtlopealuation and
measurement standards, evaluation and measuremanmindgs for purchasing
staffs and cost effectiveness measurement statenveerte not clearly define.
Generally, the concerning purchasing performanegduation and measurement
the grand mean war about 2.76 which war less t(famo8 performances).
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» Detail purchasing specification is the initial dagent in the purchasing process.
Without clear material specification, it will befficult to achieve the requirements.
To assess detail purchasing specification developnwuestionnaires were
distributed for both respondents. The result ingidahat purchasing manual was
not incorporated detail specification, performanckaracters and material
availability in the market and design consideratwere not taken into account
during specification development. In addition t@df, the results indicated that
purchasing staff have not enough knowledge how ®&veldp material
specification.

» Concerning purchasing procedure and principles has respondents result
indicated, all the Five right principle were notuafly treated and more focuses
were given for least prices. Another result indecathat purchasing procedure and
principle were not understood by top level managesand purchasing staffs. In
addition to these, well organized purchasing mamgal available that clearly
define each unit responsibilities. In summary, @nimg purchasing procedure
and principles the grand mean was indicated ti#awhich is below the cat point
mean of three.

» concerning purchasing personnel training all redpois strongly disagreed as
the Bureau was not provide training for purchastadfs that helps to improve and
upgrade their skills and talent. The grand meaallofesponse war 2.24 which is
less than three

* Questionnaires were developed and distributed $@rsudepartment employs
who are working in the deferent departments to ssstbe perception of the
Bureau. Most of the response indicated that theahgiurchasing practices was
poor and the analyzed result of grand mean conugumsers perception was 2.19

which below the cut point mean of 3.
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5.2 Conclusion of the Resear ch

Based on the basic questions and major findinglseofesearch the following
conclusions were made:-

» Concerning purchasing ethics, as the result indectom the respondents’
analysis the grand mean of all variables was 2 Bi8twwas less than 3, this
indicates the Bureau’s purchasing ethical constiaeras poor. From the outcome
result, it was concluded that the Bureau has n@rgmore emphasis for
purchasing staffs about ethical trainings, profassi code of ethics, assignments
of purchasing personnel.

» Another issue concerning ethical behavior thaffitidings indicated the
Bureau-does had not have well-developed formatstants of ethics policy,
preventive measures and enforcement policies tarerethical behavior during
purchasing practices.

» Purchasing performance evaluation and measurensnome of the cases
included in the research. Except administrativet, @bkother variables grand mean
is below the standard (3). This result lead todwclusion of the bureau does not
have measurement and evaluation standards, ctéefrtye suppliers evaluation
statements, performance evaluation criteria’s adgdiuring purchasing practices.
» Furthermore, the analysis of the research dataaielil the bureau’s purchasing
performance effectiveness not measured in termssif time, quality and other
related issues.

» Purchasing specification was one of the varialflasdassessed during the
research. As the survey result depicts that thed&@uhas not well developed
purchasing manual that incorporates specificatiatems.
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» Another issue concerning specification that theltex the research reveals
specification developed by the Bureau had noti§pperformance characters of
desired item quality product, serviceability comaiairstandards and features. In
addition to this the survey indicated that duringt@nial specification
development, the Bureau had not taken into acamaterials availability,
suppliers’ capability, market availability and dgsi

» As the result of analysis indicated, the Bureauichasing staff members have
not adequate knowledge respect to purchasing sp®oh development. In
addition to this the survey indicated that stafimbers have also lack of
communication with various units of the Bureauegard to specification.

» As the research result indicated purchasing paligeocedures and principles
was not understood by purchasing staffs and topagement level.

» The Bureau had not given more consideration foichaschasing principles
and not equally treated during purchasing practices

» The result of the research strongly complainedttraBureau had not provided
regular training for purchasing staffs that hetpgnprove their skills on policies,
measurement and evaluations.

» The survey depicts that the Bureau had not conekeat needs survey to update
their demands with market supplier.

» As the result of the study indicated, users depamtroould not obtain the

materials that the requested for different purpose.

5.3 Recommendation

“*When the Bureau considering to create competitdrantages through
purchasing management effort, it must ensureipritrat relevant ethics policy,
procedure, principles, monitoring and evaluatioprapches, well trained

purchasing personnel and integrated approach usihs department are
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implemented in the proper way in which they suppdfitiently, effective and
consistent of purchasing operation practices. mMrove future performance of
the Bureau concerning purchasing practices, thewolg directions were
recommended based on the analysis of data andusontl

+»In the business setting ethical behavior usedgasde to recognized social
justice and fairness through business relatiorseBan this principle, the Bureau
should assign qualified purchasing personnel stetfiis are loyal for their bureau
and strive for professional code of ethics.

“+ The Bureau required developing and establishingdbethical policies of
preventive measures and providing regular traiprogyram to ensure ethical
purchasing practices.

+ During material specification development, the Burshould apply various
units of the Bureau who have different technicdlsikn order to gain the right
materials with reasonable price.

+» The Bureau should revise the existing purchasimfppaance evaluation and
measurement practices, in study should developdiosgstematic approach
standards that help to improve the quality of sewiand products.

+»+ The Bureau should give more emphasis for purchasadfs who assigned in
the development of detail material specification.

“*More emphasis should be given for the materialsipased to ensure whether on
the requests of users departments in terms of ptapuality, delivery time,
serviceability and Features.

+ Failure to interpret purchasing policies and praced may causes interruption
of work flow and the Bureau should give emphasigssly interpreted practically

during purchasing process.
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+ Short and long term training is the best way toragdg skills and ability of
employees in order to ensure the competitive rsitf the bureau by setting
regular program training.

+*In order to ensure the competitive position, burestuwould provide regular
training program for purchasing staffs and whoipgudte in the purchasing
process that sufficiently addresses the knowledgeiigthe purchasing practices.
Finally, as this research did not fully address&das of the Bureau’s purchasing
practices, the research recommend further resealatied to bidding system,
negotiation practice. supply chain relation andiliig committee as a part of the
Bureau's purchasing practices in order to gaimtagimum achievement from the
overall practices and recommend possible areasmiovement to enhance the

efficiency of purchasing practice performances.
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