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 Q. 1. Give brief answers for the following questions:
I. What is purchasing? 
    
In a supply chain, every business purchases materials from top of the list suppliers, adds value, and sells them to downstream consumers. As every business, in turn, buys and sells, the materials flow through the entire supply chain. The trigger that begins each move is a purchase. This is mainly a message that a business sends to a seller, saying, ‘we have agreed on terms, so deliver us materials and we will pay you’. Purchasing gives a system for initiating and regulating the flow of materials all over the supply chain. Purchasing is the task accountable for acquiring all the materials requisite by an organisation. Usually, purchasing refers to the real buying, while procurement has wider meaning. 

II. Define “procurement”. 

Procurement is the acquisition of goods and/or services at the best possible total cost of ownership, in the right quantity and quality, at the right time, in the right place and from the right source for the direct benefit or use of corporations, or individuals, generally via a contract. 
Procurement is a series of steps involved in the process of acquiring goods for sale or use by a company or agency.
Procurement takes care of all the materials required by a business. It consists of all the associated activities required to get goods, services and any other materials from suppliers into a business. Procurement arranges the transfer of materials required by a business. 

III. What is the importance of procurement in supply chain? 

Procurement forms a necessary connection between businesses in the supply chain, and it gives a system for coordinating the movement of materials between suppliers and consumers. At each point in the supply chain, procurement sends messages backwards to explain what customer’s desire, and it passes messages forwards to declare what suppliers have accessible. Then it negotiates conditions for delivery. We know that each organisation requires some supply of materials, and procurement is responsible for organising this. If this function is carried out badly, materials do not arrive, or the wrong materials are delivered, in the wrong quantities, at the wrong time, with pitiable quality, at too high price, low customer service, and so on.

IV. Who are qualified suppliers? 

The most significant element of procurement is searching and choosing the right supplier. There is no point in having an elegant product, if the supplier cannot in point of fact deliver it. The seller must be able of doing the work, giving high quality, working to a timetable, with satisfactory costs, and so on.
Procurement begins by finding a capable supplier. This is one who can in fact deliver the materials required. In general, organisations search for suppliers who: 
· are financially safe with good long-standing prospects 
· have the aptitude and competence to supply the essential materials 
· precisely deliver the requested materials 
· send materials of certain high quality 
· deliver reliably, on time with little lead times 
· quote satisfactory prices and financing arrangements 
· are flexible to customers’ demands and changes 
· are knowledgeable and have skill in their products 
· have earned an excellent reputation 
· use expedient and simple procurement systems 
· have been used effectively in the past and can expand long-term relationships.
Most organizations contains list of officially approved suppliers who have given good service in the past, or who are otherwise known to be trustworthy. If there is no satisfactory supplier on file, the organization has to search for one.

V. What is e procurement? 

Most organisations are currently utilizing some type of e-procurement. There are essentially two kinds of e-procurement which are explained as B2B (where one company buys materials from another company and B2C (when an end customer buys from a business). B2C can hit difficulties since people like going to look at things before the purchasing them.
 The benefits e procurement brings are:
· Allowing immediate access to vendors anywhere in the world 
· Creating a clear market where goods and terms are readily accessible 
· Automating procurement with benchmark procedures 
· Greatly dropping the time required for transactions 
· Reducing costs
· Contracting out some procurement activities to vendors or third parties 
· Integrating flawlessly with suppliers’ information systems
E-procurement web sites allow registered users to look for buyers or sellers of goods and services. Depending on the approach, buyers or sellers may specify prices or invite bids. Transactions can be initiated and completed. E-procurement software may make it possible to automate some buying and selling. Companies participating expect to be able to control parts inventories more effectively, reduce purchasing agent overhead, and improve manufacturing cycles. E-Procurement can contribute significantly enhancing the speed and efficiency of public procurement by streamlining processes, lowering costs, and facilitating document retrieval and record-keeping.

VI. Outline the main aims of procurement. 

The overall objective of procurement is to assure that a business has a consistent supply of materials. With this superseding aim, we can widen the following list of more direct goals: 
· organizing a consistent and continuous flow of materials into a business 
· working directly with user departments, establishing relationships and understanding their requirements 
· finding good suppliers, working directly with them and developing beneficial relationships 
· buying the correct materials and ensuring that they have satisfactory quality, arrive at the time and place required, and meet any other needs 
· negotiating best prices and terms and conditions 
· keeping stock low, considering stock policies, investment, readily available materials, and so on 
· moving materials rapidly through the supply chain, expediting deliveries when essential 
· Keeping abreast of conditions, including pending price increment, scarcities, new products, and so on. 

VII. Outline some common manufacturing strategies. 


There are four common manufacturing strategies that are typically employed by organizations. The strategies differ considerably in their ability to meet individual customer requirements for exact product specifications and therefore the logistical requirements required to support their use. The choice of manufacturing strategy impacts the total order-to-delivery time that customers experience. The four strategies are engineer-to-order (ETO), make-to-order (MTO), assemble-to-order (ATO), and make-to-plan (MTP). It is also common to refer to MTP as make-to-stock (MTS).
· In an ETO (engineer-to-order) strategy, products are unique and extensively customized for the specific needs of individual customers. Examples of ETO products include a custom-built house, a cruise ship, specialized industrial equipment, and even a custom-built racing bicycle. Regardless, the customer who desires a custom-designed product from an ETO manufacturer experiences a very long order-to-deliver time.

· Manufacturing of MTO (make-to-order) items a customer order triggers activities at the very beginning of the process. Examples of MTO items include passenger airplanes, custom-built furniture, and many other high - end consumer products. A manufacturing firm cannot hold inventories of MTO products because they are subject to extensive user customization. However, some of the raw materials and components for an MTO product may be carried in inventory.

· In an ATO (assemble-to-order) strategy, base product components are manufactured in anticipation of future customer orders; however, no finished product is created until a customer places an order. By postponing final assembly operations, manufacturers avoid having to hold large amounts and varieties of finished goods. 

· As a common rule, MTP (make-to-plan) strategies are characteristic of companies exploiting economy of scale gained from long production runs utilizing line or continuous flow processes. Important finished goods inventory is normally manufactured in expectation of future consumer requirements. The logistical necessities to support MTP are warehousing ability to accumulate finished product and to assist product variety for particular customers. When flexible manufacturing is launched to speed up change over, the inventory lots formed are normally smaller in size. However, warehouses are still necessary for short-term storage and to assist product variety.

Q. 2. Describe the procurement cycle in details. 

When a company identifies the need for a product the procurement cycle starts, with collecting information. People research available options for meeting the need and collect data about pricing, discounts, delivery times, and other matters. Once they identify the best possible source, they approach the supplier to enter into contract negotiations. After selecting the supplier the business has to follow some process for arranging purchases. The objective is to discover the blend of products and suppliers that best caters organization’s needs. The procurement function in a business does exactly the same, and follows a particular process for every purchase. This process is diverse in each organisation, and varies with the kind of thing being bought. There is a chain of common steps, which begin with a user searching a need for materials and end when the supplies are delivered.
A distinctive procurement cycle has the following steps: 
1. A user department: 
· Finds out a need for acquired materials 
· Examines materials accessible and prepares specifications 
· Checks departmental financial plans and gets clearance to procure 
· Prepares and transmits a purchase request to department of procurement. 
2. Then procurement: 
· Obtain, verify and verify the purchase request 
· Inspect the material requested, looking at existing stocks, substitute products, production options, and so on – and after negotiations with the user department make a shortlist of possible suppliers, from standard suppliers, lists of favored suppliers, or those known to cater requirements 
· Send a request for quotations to this shortlist. 
3. Then every supplier: 
· Examines the demand for quotations 
· Checks the customer’s rank, credit, and so on 
· Sees how it could best cater the order 
· Sends a quotation back to the business, giving details of prices, products, and conditions. 
4. Then procurement: 
· Examine the quotations and do commercial evaluations 
· Discuss technical aspects with the user department 
· Check budget details and clearance to purchase 
· Choose the best supplier, based on the details supplied 
· Discuss, consult and confirm terms and conditions with the seller 
· Issue a purchase order for the materials (with terms and conditions attached). 
5. Then the selected supplier: 
· Receives, recognizes and processes the buying order 
· Organizes all operations essential to provide the materials 
· Ships materials jointly with a shipping advice 
· Sends an invoice. 
6. Then procurement: 
· Acknowledge receipt 
· Do any essential follow-up and expediting
· Receive, examine and accept the materials 
· Inform the user department of materials received. 
7. Then the user department: 
· Receives and inspects the materials 
· Authorizes shifts from budgets 
· Updates stock records 
· Uses the materials as require
8. Then procurement: 
· Arrange payment of the supplier’s invoice.
The first three steps are more concerned with the supplier and materials, and then comes the critical point with the topic of a procure order in step 4. At this stage the organisation is willing to buy particular materials from a supplier, and the buying order triggers the supply (along with essential production planning, transport arrangements, finance, and so on). The purchase order is an element of a legal agreement between the supplier and its organization. The remaining steps conclude the details of delivery.

Q. 3. Which approaches are used to monitor the performance of suppliers?
Most organisations examine their suppliers to ensure that they carry on giving satisfactory service. This is called supplier rating or vendor rating. This is usually done casually by a skewed review; sometimes there are multifaceted measures for each feature of performance. One general approach utilizes a checklist of significant factors and checks that the supplier meets a suitable standard in these. The checklist may ask whether the supplier is economically sound; whether it supplies on time; if material value is high enough; if there is practical support; whether the cost is competitive; about related trends, and so on.
At a basic level, performance monitoring is about whether the supplier fulfils the contract. Indicators of performance can relate directly to important attributes of the product or service itself, such as measures of size, weight, quality, availability or cost. It is also possible to appraise the supplier’s performance in the execution of the contract – by, for example, measuring responsiveness to queries, quality of account management and accuracy of invoicing. There is no hard and fast rule about which characteristics of the product or supplier should be measured or how many measures there should be. It depends on what characteristics are important to the buyer. As a general rule, there should be as few measures as possible since monitoring costs money.  Objective information about performance particularly in relation to the product or service itself can usually be obtained from the supplier’s or buyer’s IT systems. Examples could include:
· How often delivery is in full and on time;
· The level of non-conformance, e.g. rejects;
· Invoice accuracy;
· Project milestones delivered on time and to cost;
· The number of customer complaints/returns or rectification costs;
· Flexibility (ability to respond to changing needs);
· Levels of waste, CO2 emissions or landfill disposal.
Some performance characteristics, especially in service contracts, require the views of customers. These may relate to satisfaction with the product or services, responsiveness of the supplier, quality of people or ancillary support services (such as call centres) or perceived value for money. 
Ways to collect data include:
· Interviewing against a defined set of questions. This can be face to face, or on the phone but needs to be interactive so that the interviewer can explore more detail when necessary. 
· Using customer surveys that can be distributed and collated electronically. 
· Verification – perhaps of self-assessment reports and quality information. This is normally part of a product or supplier audit and can involve direct sampling of the product or service. This verification can be a contractual obligation and paid for by the supplier.
Performance information should be reviewed formally with the supplier at intervals. The frequency depends on the duration and complexity of the contract or relationship. The review should cover a range of indicators, including:
· An analysis of non‑conformance events and any follow-up investigation;
· Any changes to the supply situation (supplier or market);
· Any changes in the buyer organisation;
· Progress against improvement or efficiency targets;
· An assessment of any relationship issues or appraisal findings;
· Identification of opportunities to further improve efficiency and quality.
If the supplier does not meet any principle the consumer has to examine improvements or look for new sources. The objective is not truly to substitute particular suppliers, but to check performance, recognize areas that require improving and agree the most excellent way of getting these improvements. Only as a last option should a business start looking for new suppliers.
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