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1. Give short answers for the following questions:      

I. What is vendor management? Describe its essential components. 
Proper vendor management is a key activity of any procurement process. It involves identification of right sources, source selection and vendor development.
Right source
The vendor supplying a product or service at the most value adding price, with zero rejections and on time, meeting needs during emergencies – sudden stock outs or providing credit during stressful periods or other problematic times, continuously trying to upgrade his services, products and technology. There should be at least one more source that is competing closely.
Source selection
(a) The company's own past records of the vendor under scrutiny or other vendors who has supplied them in the past, (b) Catalogues, (c) Trade Directories, (d) Internet-this is now the most popular method of obtaining any kind of information, (e) Advertisements to register vendors, (f) Trade conventions.
Vendor development
A vendor database is an absolute necessity to start the vendor development programme. This starts with registration of the vendor. Registration of a vendor is taking cognizance of the fact that the vendor is recognised as a preferred or approved supplier to the organisation. It is also essential to explain one's vendor development programme to the vendor since this helps the vendor in understanding the intent and scope of relationship better.

II. Outline the various factors considered for the identification of right source of supply at micro and macro level. 
        At macro level:
(a) Which are the present single source items being procured -nationally or internationally? (b) What alternatives are there? 
(c) How can they be developed to the required standards? 
(d) How do we best hedge our risks by capitalising on our strengths in minimizing the risks arising out of the monopoly supply situation? 
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(e) Have we really searched and exhausted all sources of supply - both nationally and internationally? 
(f) What are the major elements of the cost components of item? 
(g) What are the major anticipated supply cost trends of key components in the next few years of these vendors? 
(h) How will these vendors be affected in these few years? 
(i) Will the entry/exit of the major suppliers to these vendors affect the pricing structure in the market? 
(j) If yes, how will this affect the manufacturing-cost?
At micro level:
(a) Past record of the supplier with the company, 
(b) Financial status of the supplier - balance sheets or bank certificates can be used for credit worthiness, 
(c) Plant capacity, growth plans need to be ascertained as satisfactory proof of size and the volume of orders that the vendor can handle, 
(d) Delivery records should indicate minimum lead time and delays, 
(e) Supplier's preparedness to accept the buyer's specifications and other contract conditions on warrantee and replacements, 
(f) Ability to respond to unusual and emergency requests from buyers and the decision making framework in this regard, 
(g) The technical, financial and production capacity in terms of capability of its personnel, 
(h) Breakeven points in the plants manufacturing capacities, 
(i) Effectiveness of the supplier's organisation and management including the ownership and operational reliability of its machinery, 
(j) Innovativeness of the company and morale of staff.

III. What is vendor rating? What are its advantages and disadvantages? 
Once the vendor registration is done, we require to rate the vendors - the intent being that each person gets separate, special and unique treatment in the development efforts.
The aim of vendor rating is to establish a procedure by which quality control, procurement and user departments can fulfill the corporate objective better by obtaining quality products at the minimum or the right cost.
Advantages:
(a) An efficient vendor rating system saves both time and money of the organisation as well as provides the best value for money for the organisation. 
(b) It brings objectivity and transparency to the procurement process and thus, accusations of nepotism, favouring, corruption and false propaganda is reduced.
 (c) The company acquires an image of being fair not just with vendors but also the business community as a whole. 
(d) It helps in rating the vendor as a whole instead of having a tunnel vision. Aspects regarding knowhow. testing, transport, contractual willingness, R&D efforts are all included for evaluation. 
(e) It helps improve relations with the better performing vendors by giving them due recognition. 
(f) It inculcates a competitive spirit among the vendors and helps improve the quality of products, services and the organisation. 
(g) It helps distribute business optimally between vendors. 
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(h) Decisions to disqualify, blacklist or discriminate between vendors can be taken objectively. 
(i) Vendor rating helps organisations to get an idea as to how they outperform their competitors regarding price, lead time, service, split-shipment, technical assistance, and adhoc requirements etc.
Disadvantages:
The vendor rating system requires periodic updating. It should not be too frequent as to take away resources and also not be so infrequent that the data is not representative. It is imperative to keep the vendors informed of the system and its advantages and disadvantages. 

IV. How an IS0 9000 company is different from others? 
An IS0 9000 company or department is a guarantee that its processes and procedures are documented and geared to provide a consistent, self-correcting and improving service in the functions that it is aimed to carry out.

V. Why it is necessary for the stores in charge to know the legal aspects involved in purchasing and procurement of materials?   
· Conservation of working capital by operating on low inventories, 
· Cost consideration by buying rather than making, 
· Meeting large quantity requirement through more vendors, 
· Catering to seasonal variations in supply from vendors, 
· Reduced lead time in procurement, 
· Reduced costs in dual inspection,
· Quicker payments to suppliers may actually mean reduced prices, 
· More credit facilities from vendors, 
· More productive time for material managers through proper documented processes or computerisation, and 
· Less stock out, late deliveries or rejection problems.

2.  'Training is the best method to shorten the learning curve." Discuss
A well designed systematic training programme is developed and the regular training costs are incorporated in departmental budgets. In this, the material manager 
(a) provides induction training to all new personnel where the company objectives and department objectives are clearly explained, 
(b) explains all organisation and departmental rules, regulations and procedures to personnel, (c) provides functional and relevant training (on the job or in the classroom) which is job specific,
(d) periodically provides update training on the deficiencies observed or introduction of newer technologies, 
(e) creates learning conditions by providing the library access and other trade journals. Training needs analysis. Before training a person, his strengths and weaknesses are to be analysed in the job context. For this purpose, following four factors must be considered: 
(a) Self interest or motivation of the person to develop in that area, 
(b) Assessment of organisational needs in training the individual, 
(c) Devise a relevant and effective training course or program content, and 
(d) Assess the impact of training to incorporate corrections effectively.
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