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Assignment 10

1. Give short answers for the following questions:


I. What is vendor management? Describe its essential components.


Vendor management is a strategic process that is dedicated to the sourcing and management of vendor relationships so enabling values to maximise and risk for a buyer to be minimal. The buyer must work in conjunction with vendors to come to agreements that will mutually benefit both companies. 


It is essential to gain the commitment of vendors to assist and support the operations of the business. The vendor will also require some commitment from the buyer but this doesn’t necessarily mean they should blindly accept their prices, it is important always to get competitive bids.


A vendor may provide important items to buyers which are vital to their operations. Allowing them to assist meetings which involve the item in question can give the buyer a competitive advantage.


Vendor management involves acquiring long term relationships with suppliers. Constantly changing vendors in order to save money will in the long run cost more and will affect quality of items. A long term relation with vendors also reassures trust, preferential treatment and access to insider or expert knowledge. Usually low prices bring low quality; vendor management focuses on quality for money, a buyer should be prepared to pay more for their items if they require better quality. If for example a vendor has great confidence that their products are of high quality they will highlight details in their contract.







When considering long-term relationships with vendors it is important to consider:-

· Trust
· Communications
· Interdependence
· Collaboration
· Commitment
· Integrity & Honesty
· Flexibility
· Concern for each other’s interests	


Buyers should focus their vendor management efforts on vendors that:-

· Play a vital role in day to day operations
· May have a critical impact on the success of the buyers strategic projects
· Require long term contracts
· Have potential for significant financial implication


Certain objectives must be implemented to ensure effective vendor management processes for example:-

· Service, quality, cost and business goals are clear
· Vendor management strategy is consistent with  company goals
· All parties perform as agreed
· Vendor risk is assessed and correctly addressed
· Vendor relationships are working effectively



II	Outline the various factors considered for the identification of right source of supply at micro and macro level.

Items that must be considered when identifying the right source at macro-level are:-


a) All items being procured nationally and internationally using single source should be identified
b) Does there exist any alternative source
c) Identify what strategies are required to develop sources ensuring they provide high quality items
d) Risks associated with supply monopolies must be identified and reduced
e) Ensure all sources of supply have been identified weather being national or international
f) Identify the main components that make up the cost of items
g) Determine what are the major anticipated supply costs of key items in the upcoming years for selected vendors 
h) Possible ways that vendors could be affected during years to come
i) Shall the entry/exit of major suppliers to these vendors affect market prices
j) Determine if changing prices will influence manufacturing costs

Items that must be addressed when identifying the right source at micro-level are:-

a) Suppliers past records should be analysed and studied 
b) The financial position of supplier should be assessed for credit worthiness (bank sheets or certificates)
c) Suppliers premises should be inspected to assess the capacity and future growth plans to ascertain  evidence of volume and size of orders which can be handled
d) Ensure delivery records indicate minimum lead time and delays
e) Preparedness of the supplier to work with the buyer’s terms, conditions and quality specifications and other contract conditions on warranted and replacement items
f) Suppliers capability to handle emergency requests for supply of items
g) The suppliers personnel’s level of professionalism
h) Information on break even points in the plants manufacturing capacities
i) What is the efficiency and reliability of the suppliers company
j) Are the suppliers and their staff innovative





III    What is vendor rating? What are its advantages and disadvantages?


A vendor rating or also known as supplier rating is based on a formal system of evaluating the companies that supply materials or services to any organization. This process is meant to reassure a high-quality and efficient vendor to customer relationship. Suppliers are typically judged by both the services they offer and what capabilities they retain. A series of factors are reviewed which depends on the particular vendor and the results could be shown as; tier one, tier two, tier three and not suitable.

Some of the advantages of vendor rating consist of:-

a) An efficient vendor rating system saves both time and money as well as provides the best value for money for organisations
b) The procurement process will be objective and clear, which will reduce accusations of nepotism and corruption
c) The company with  gain a good image of being fair with vendors
d) Vendors should be rated as a whole, e.g. transport, testing and terms & conditions of contracts
e) To improve relations with vendors due recognition should be given when applicable
f)  It creates a competitive reaction among the vendors which helps improve quality of items and service
g) It helps distribute business optimally between vendors
h) Objective decisions can be taken to disqualify or discriminate between vendors
i) Vendor rating enables companies to recognise how they outperform competitors concerning price, lead time, service and technical assistance.
 

It is essential that vendor rating system is regularly updated; the correct amount of time should be dedicated to this process, infrequent updating can cause misleading information.

There should be no disadvantages relating to vendor rating as by rating the vendors it clearly identifies that their organisation has been reviewed, which determines there capability and what they can provide and also what benefit they can be.  
	
	
IV How an IS0 9000 company is different from others?


ISO 9000 refers to a set of five international standards for quality assurance which are:-
· ISO 9000 (holds guidelines for the succeeding four standards)
· ISO 9001 (effective for suppliers who design or customise)
· ISO 9002 (involves installation & production standards)
· ISO 9003 (final test & inspection guidelines)
· ISO 9004 (designed to help develop quality systems)
· 

The process for becoming certified can take time and companies are required to comprehensively document, and comply with the quality system in place. The emphasis of becoming registered is to assure the organization's internal conformity with its own documented procedures.


ISO 9000 are not set to be used as rules but as guidelines that organise there processes and make it more cost effective as well as improving operating procedures. In Europe customers demand ISO 9000 approval this way they are assured quality products. The standards set by the ISO 9000 will insure a trustworthy quality assurance system.


As customers worldwide also demand ISO 9000 standards, ISO 9000 has become more dominant as more and more international companies come into the market, this causing more competitively between companies. This will assure high quality of product at a lower price so benefiting the buyer.
Companies strive to have the best quality system possible as this is what is required by all buyers, some possible reasons why companies may seek a quality system are:-
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· Ensure that all products and services that are provided meet the customer’s requirements
· Ensure consistency in day to day operations
· Improve efficiency, reduce operating costs and minimize unproductive time
· Ensure that buyers are satisfied so as to maintain their business


Many companies that do not have ISO 9000 standards in place are seeking to acquire them because of their customers who insist on it as a method of ensuring their suppliers are paying adequate attention to quality standards. Some companies will be forced to choose either losing a customer or implementing ISO 9000 which will produce loses in the short term.  



V   Why it is necessary for the stores in charge to know the legal aspects involved in purchasing and procurement of materials?


It is of great importance that stores should be aware of all legal aspects pertaining to purchasing and procurement of materials as it is of great benefit to their business. Some issues that must be considered are:-


Breach of Contract – This occurs when one or more of the terms and conditions specified in a contract have been broken. This could lead to the contract breaking down completely and can easily lead to legal action and claims for damages in a court. Breach of contract can also occur if work carried out is defective or if one party makes the other aware that they will not be carrying out the agreed work. Non-payment or not paying on time for a service, the failure to deliver ordered items or being late with delivery without a reasonable excuse can also be the cause of breach of contract. Terms and conditions are an essential part of a legally binding contract and any broken terms can lead to breach of contract.


Loss or Damage – Whilst items are in suppliers possession they are liable for any loss or damage occurred to any material, components, machinery or equipment no matter what the cause. Losses could include loss of profits, the cost of rectifying documentation because of breach of contract and wasted expenditure. In these cases recorded documentation of financial losses to the company is essential to be available for review by the courts.


Vesting Certificate – A Certificate of Vesting document confirms that materials or products that have been ordered are held at the supplier’s warehouse, yard or factory. They are intended for delivery to a project and do not have any ownership problems, are insured, and are marked and set aside for the buyer. These documents are usually used by a builder or specialist manufacturer to enable payment for goods or materials held by them off site. A Vesting Certificate assures that once payment has been made to the supplier full ownership of items will be pas over to the buyer. It is good practice to use a vesting Certificate when purchasing bespoke components or specialist one of items.    


The understanding of the legal aspects involved will enable businesses to avoid misunderstandings and maintain productive relationships, it is important they must know their rights, responsibilities and obligations so as to protect their company. Authority limits should be established for the financial limits that purchasing personnel are allowed to enter into without the signature of the purchasing manager. 


Quality and safety comes under risk management procedures, it is vital that only trustworthy suppliers are selected and that these suppliers comply with their obligations to you under health and safety laws to provide and update safety information for substances and that they co-operate in your risk management and quality initiatives with respect to customers, employees and others. This can be reinforced by including contractual obligations in purchasing documentation.






2. Training is the best method to shorten the learning curve. Discuss


Employee training is essential in organisations to develop the knowledge, skills and attitudes required to undertake a given task or job with the ultimate goal of improving the performance of the organisation. Training is part of human resource development which essentially aims to develop employee’s full potential irrespective that it may not have any immediate use for the job at hand. Organisations should remember that success to their business depends on many occasions to the decisions made by their employees and in their attitude when making decisions.

The potential positive effect for organisations that offer training for their employees will have a huge impact productively and performance wise. Unskilled operatives when initiating a task will be slower than a skilled operative and shall commit errors which primarily will increase costs, as the operative gains more and more experience time scales and errors to complete a task will decrease significantly, this effect will lower costs as the operative becomes more and more efficient. Employing operatives who are keen to learn and are ambitious to strive to achieve their goals will have a positive effect on the learning curve. It is vital that an excellent working environment is kept within an organisation to ensure good working relations between managers and personnel as this will boost morale and also increase productivity. 
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A learning curve can graphically show the benefits of experience when performing repetitive or routine tasks. The nature of the curve weather being steeper or shallower will depend on each organisations training policies. Normally a learning curve will show the X (horizontal) axis which measures cumulative output and Y (vertical) axis which measures the cost per unit.
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The training of employees for construction trades can be expensive. Depending on the trade, the cost of training an unqualified and inexperienced worker starts high and rises as external courses or licenses need to be acquired. It is crucial for a business to identify employees who are committed to the construction business and don’t look at it as a short-term job.
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