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1. Give Short answers for the following questions: (20)

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

Vendor management is a key activity that enables organizations to control costs, drive and push towards a high level of service and mitigate risks to gain increased value from their vendors throughout the life cycle.

To perform vendor management successfully a number of essential components need to be carried out. These components can be categorised as being:

Supplier selection, where suppliers are selected on their ability to meet certain performance criteria.  This information can be gathered through past involvements with a particular vendor, research and the discussion of requirements.  Using tools like vendor rating systems can help an organisation select the appropriate vendor and keep a detailed database that can be used in the future. Vendor details to be recorded into a working database once selected. 

Supplier evaluation, which is used to ensure that suppliers continuously comply with the organisations performance requirements in the course of the supplier relationship. These evaluations should be conducted on a regular basis and use a standard form of criteria with the results then being used to formulate a rating. 

Strategic evaluation, focuses on the supplier’s compatibility with the organisations long term goals. It evaluates vendors strategic, future-focused requirements and therefore enables a detailed opportunity/risk analysis of the relationship in the future. Risk management ratings can be applied and added to the overall vendor database.

Supplier development, aims to ensure sustainable cooperation between vendors and the organisation whilst also being a useful tool at identifying and implementing new opportunities.  

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

At macro level various factors that are considered and used to identify the correct vendor are: 

- Identifying what are the present single source items being procured nationally or
Internationally 
- Determine what alternatives are there
- How they be developed to the required standards
- Analysing and implementing  and forming a strategy that capitalises the organisations strengths whilst minimizing exposure out of what is a monopoly supply situation.
- Confirm that all possible avenues of supply have been identified
- Determine what are the major elements of the cost components of item
- Identify what are the major anticipated supply cost trends of key components in the next
few years for selected vendors
- Determine how will these vendors be affected in these few years?
- Determine if   the entry/exit of the major suppliers to these vendors affect the pricing
structure in the market
- If the entry/exit of the major suppliers to these vendors affect the pricing
structure in the market how will this affect the manufacturing - cost

To identify vendors at a micro level factors considered are:

- Past record of the supplier with the company,
- ensuring the financial status of the supplier - balance sheets or bank certificates can be used for
credit worthiness,
- Ensure that plant capacity, growth plans need to be ascertained as satisfactory proof of size and
the volume of orders that the vendor can handle,
- Ensure that delivery records indicate minimum lead time and delays,
- Supplier's preparedness to accept the buyer's specifications and other contract
conditions on warrantee and replacements
- The vendors ability to respond to unusual and emergency requests from buyers and the decision
making framework in this regard,
- The technical, financial and production capacity in terms of capability of its
personnel,
- highlight breakeven points in the plants manufacturing capacities,
- determine effectiveness of the supplier's organisation and management including the
ownership and operational reliability of its machinery,
-  Innovativeness of the company and morale of staff.

III. What is vendor rating? What are its advantages and disadvantages?
Vendor rating is the result of a formal vendor evaluation system and is meant to encourage a high quality, efficient vendor-to-customer relationship. Some of the advantages using vendor ratings are:

- It is 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.
- vendor ratings brings objectivity and transparency to the procurement process and thus,
accusations of nepotism, favouring, corruption and false propaganda is reduced.
- The image the company projects is on of being fair not just with vendors but also the
business community as a whole.
- Vendor ratings help 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.
- Vendor ratings help improve relations with the better performing vendors by giving them due
Recognition whilst also helping to distribute business optimally between vendors.
- Vendor rating also help decisions to disqualify, blacklist or discriminate between vendors can be taken objectively and also 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. 

The disadvantes of using a ratings system is that over/under updating of the system draws away from the cost efficiency and effectiveness of the system. A lack of communication between organisation and vendor in regards to the requirements of the system can lead to vendors not developing their processes in line with what is required thus creating distrust in the system and organisation.  

IV. How an IS0 9000 company is different from others?
ISO 9000 is a set of international standards on quality management and quality assurance developed to help companies effectively document the quality system elements to be implemented to maintain an efficient quality system. Companies that implement IS 9000 standards and are accredited abide by these standards and regulations thus a level o f quality is measurable and assured. 

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

It is important that the legal aspects involved in purchasing and procurement of materials are known by the stores in charge as to allow effective planning to be implemented for the future storing, managing and distribution. By knowing the legal aspects store managers know the potential legal hurdles of procuring with a particular vendor, possible delays, delays in regards to transportation and expected lead times and delivery of materials to store. 	

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

Training and providing a hands on environment is the best method to shorten the learning curve. Whilst theory based learning can deliver a large amount of information, it cannot simulate the trainees understanding and application of real life scenarios. By allowing someone to carry out a process, completing sets of tasks helps the trainee to understand the reason for each step, the real-time effect one process has on another process whilst also allowing them to experience any ad hoc scenarios that may occur. 
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