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ASSESSMENT 5

1. Give brief answers for the following questions:
I. What is purchasing? 
The trigger that begins the move/flow of the goods through the entire supply chain is purchase. Purchasing gives a system for initiating and regulating the flow of material all over the supply chain. Purchasing refers to the real buying. 

II. Define procurement. 
Procurement has wider meaning comparing to purchasing as it can consist of different kinds of acquisition (rental, purchasing, contracting) as well as selecting suppliers, agreeing terms and conditions, negotiating, expediting, monitoring supplier performance, material handling, transport, warehousing and receiving the goods from supplier. Basically procurement arranges transfer of goods = takes care of all the materials required by a business. Procurement is concerned with information on processing, it gathers data from a range of sources, analyses it and conveys information into supply chain. 

III. What is the importance of procurement in supply chain? 
As procurement forms the necessary connection between businesses in supply chain and coordinates and organises all activities for movement of the goods, services and any other material between supplier and consumers. As procurement is responsible for organising the material that’s why procurement is essential function within every company as without procurement there will be no material, wrong material or wrong quantity, incorrect time, high price and low customer service.

IV. Who are qualified suppliers? 
If the company wants to be successful with the business it is necessary to search and choose the right = capable suppliers who can promise to deliver the product as designated and the product design they are offering meets the company needs. The supplier must be able to do the work, giving high quality, as per timetable, with satisfactory costs etc. Supplier should:
· Be financially safe with good long-standing prospects and good reputation;
· Have competence to supply the essential material in high quality;
· Deliver reliably, on time, to the right place, in good conditions;
· Quote satisfactory prices and financing arrangements;
· Be flexible to customers’ demands and changes;
· Have knowledge and skill in their products;
· Use user friendly procurement system;
· Have been used effectively in the past and expanding long-term relationship.
There might be also some different factors – convenient location, skill to deal with variable demand etc. If there is no such a good supplier on the list, the company should carefully search for one especially if we are talking about the costly items.
V. What is e-procurement?    
E-procurement (automatic procurement) is electronic buying via EDIs (Electronic data exchange) where business links its information system to a vendor’s and once the order is placed it sends the message to that the order was made. There are two kinds of e-procurement:
B2B where one company buys goods from another company and
B2C where the end customer buys from a business.
Customer might not necessarily like e-procurement because they might prefer to see/view the goods prior purchase but there are many benefits of e-procurement:
· Immediate access to place an order wherever in the world;
· Clear market with goods and terms readily accessible;
· Fast, time saving and cost reducing;
· Automating procurement with benchmark procedures;
· Flawlessly integrated with supplier’s information system (less mistakes);
· Contracting out some procurement activities to vendors or third parties.

VI. Outline the main aims of procurement.
The objective of procurement is to assure that a business has a consistent supply of goods and the aims are:
· Consistent and continuous flow of material into a business;
· Working directly with user departments, establishing relationship and understanding requirements;
· Finding good suppliers, working directly with them and developing beneficial relationship and negotiating with them best prices and terms and conditions;
· Buying the correct material of satisfactory quality, delivered on time and to right place;
· Keeping stock low, considering stock policies, investment, readily available material and moving it rapidly though the supply chain with dispatch of deliveries when essential;
· Keeping abreast of conditions including pending price increment, scarcities, new products etc.

VII. Outline some common manufacturing strategies.
Manufacturing/manufacturers – they make value by producing and marketing the product or service to either end consumers or middle members of supply chain. The exclusive nature of every manufacturing procedure and the market served limits the sensible range of different strategies. Manufacturing strategies are influenced by promotion and technological forces. Most ordinary manufacturing strategies are:
· Make-to-plan (MTP) = Make-to-stock (MTS) – this strategy is based on economy of scale (long productions runs) where finished goods inventory is normally manufactured in expectation of future consumer requirements. There is a need for warehousing ability to accumulate finished goods ad assist product variety for particular customers.
· Make-to-order (MTO) – this strategy looks for manufacturing to customer requirements, precise quantities and configurations are made; provisional storage and outbound transportation consolidation might be required, but the goods are usually shipped straight out to customers.
· Assemble-to-order (ATO) – in this strategy, once the products are ordered by customers, products are produced quickly and are customizable to a certain extent. This strategy requires that the basic parts for the product are already manufactured but not yet assembled. Once an order is received, the parts are assembled quickly and sent to the customer.
MTO strategy require less finished goods inventory than MTP and ATO, however MTO require constituent inventory support and might result in high-cost market allocation. Whether the manufacturing scheme is MTO, ATO or MTP, logistics links the seller base with manufacturing processes = Total Cost of Manufacturing (TCM). There are also approaches which represent the desired coordination for manufacturing – just-in-Time; Material Requirements Planning; and Design for Logistics.

2. Describe the procurement cycle in details.
Procurement cycle is the process for arranging purchases – chain of common steps which begin with a user searching for materials, and end when the goods are delivered.  
1. A user department – need for material; examines material and prepares specifications; check financial plans and get approve to prepare and transmit a purchase request to department of procurement.
2. Procurement – obtain and verify the purchase request; inspect the material requested looking at the existing stock, substitute products, production options; negotiate with user department and prepare the shortlist of possible, favoured supplier or those supplier who can cater requirements. Final stage is to send request for quotations to this shortlist.
3. Every shortlisted supplier – examines the demand for quotations; check the customer’s rank, credit, etc.; how could best cater the order; send quotation back to company’s procurement with offer of prices, products and conditions.
4. Procurement – examine the quotations and commercial evaluations; discuss technical aspects with user department; check budget details and ask for clearance to purchase choosing the best supplier; discuss, consult and confirm terms and conditions with supplier; issue a purchase order for material.
5. Selected supplier – receives, recognizes and processes the buying order; organises all operations essential to provide the requested materials; ships material jointly with shipping advice and sends invoice.
6. Procurement – acknowledge receipt; do any essential follow-ups and expediting; receive, examine and accept the ordered materials; inform the user department of materials received.
7. User department – receives and inspects the materials; authorises and updates stock records and uses materials as required.
8. Procurement – arrange payment of the supplier’s invoice. 
This process seems to be very complicated but it is worthy especially if the goods are costly. And based on good relationship with capable suppliers once the T&C are agreed, the process is much easier and that’s why is not worth to look for the new suppliers all the time and go through the entire and expensive process. There is also the option for e-procurement with EDIs which is much faster and cost saving procurement comparing to paper-based one. 

3. Which approaches are used to monitor the performance of suppliers? During the business relationship with suppliers the organisations examine/check/review if suppliers carry on giving satisfactory service. This supplier/vendor rating is done because of recognising the areas that require improvements and try to find the way how to make the improvements, not look for new sources/substitute the particular suppliers. Look for the new suppliers should be the last option. The monitoring is usually done casually by a skewed review, sometimes there are multifaceted measures for each feature of performance. Negotiation process gives a sensible view of performance and requires a rational amount of effort. Checklist of significant factors is one of the most common approaches and it checks if the supplier meets a suitable standard in on time deliveries, if material value is high enough, if there is practical support, if the supplier is economically sound, if the cost is competitive, meeting new trends etc. There is also another approach to give the suppliers the scores for diverse aspects of performance and if the score is below standard score the supplier have to work on the improved performance. This approach can be difficult due score limits which do not recognise the significant factors of supplier performance, the comparative value of each, actual performance and tolerable performance. There is very little objective measurement in this approach and the improvement can be only done by agreements and discussions. 
image1.png
ﬁ
o R




