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Procurement & Manufacturing Strategies
1. Give brief answers for the followings questions:

I. What is purchasing?
Purchasing is an activity in which the company basically buys the products or services that are required for its operation. This method initiating the movement of materials. Another major objective of this act to maintain the flow of inputs to maintain the flow of outputs all over the supply chain.
Purchasing can be considered as real buying, while procurement has wider meaning as the organization has other kinds of acquisitions as well as renting a facility, contracting and so on. Therefore, it can be said that purchasing is one form of procurement.

II. Define ‘procurement.
Procurement deals with all kind of acquisitions that are required by a business to accomplish its goals.
The process includes preparation and processing of a demand as well as the end receipt and approval of payment.
It often involves purchase planning, development, supplier research and selection, value analysis, financing, negotiating, inventory control, transport, contracting, the purchasing itself and so on. 
So procurement main task’s is to process the information then forward it in appropriate form to the supply chain.


III. What is the importance of procurement in supply chain?
The importance of procurement is unquestionable in the supply chain. Firstly, from a strategic perspective as well as from an information forwarder approach. Customer satisfaction is essential to the success of companies that results from precise delivery services, favorable prices and right qualities.

Since procurement initiating and coordinating the movement of materials and it has large impact on related costs, its strategic role is relevant in each organization.
Moreover, procurement is in continuous contact with the suppliers and customers, so it can provide the latest information on demand for the suppliers, also customers can be well informed about the currently available stock.

IV. Who are qualified suppliers?
It is important for any organization to work with the most appropriate supplier who can faultlessly provide the required service.
Companies have to choose suppliers carefully because, if for some reason the supplier does not perform correctly, it can cause great problems regarding delays or insufficient quality.
Also it does matter in terms of prices to whom they choose for this purpose.
The main features of a qualified supplier are:
· has the capacity to deliver the product in the required quantity and specified quality
· delivers on time with short lead times
· offers satisfactory prices with reasonable payment terms
· flexible to follow the changes
· has full knowledge of its products
· cooperation has been successful with it in the past or it has significant reputation

V. What is e procurement?
E procurement is a process in which purchase and sale transactions happening via Internet.
It can be divided to two type, one is the B2B, when a business sells materials for another business and the other is B2C, when a business sells materials for customer. As in most cases, there are some advantages and disadvantages of this kind of procurement.
It can be positive indicator that:
· allowing immediate access to vendors anywhere in the world
· creating a clear market
· reducing costs and time required for transactions
· helps to exclude errors
On the other hand a drawback can be that:
· there is delivery time and might be other fees of delivery
· there is no chance to see personally and try the product
· buyer has to pay in advance
VI. Outline the main aims of procurement.
Procurement’s overall responsibility is to acquire all materials that are needed for the operation of the business.
Viewed in detail, some further main objective can be found:
· organising a consistent and continuous flow of materials into a business
· working in accordance with the user department
· finding the most appropriate suppliers
· ensuring that suppliers meet the expectations (delivery time, quality, quantity, flexibility, price, terms and conditions, etc.)
· operating in accordance with the inventory management
· reacting quickly and keep abreast with the changing factors


VII. Outline some common manufacturing strategies.
There are some different manufacturing strategies were established due to different products, operating policies and capabilities.
Below four basic types of manufacturing strategy are examined:
· MTP – make to plan
Based on the principle of economies of scale
The production is adapted to forecasts, expected demands
Usually keeps a bigger stock

· MTO – make to order
Based on customer requirements
Production takes place in smaller quantities
Don’t keeps stock or just provisional stock

· ATO – assemble to order
The principle of operation is similar to the MTO

· MTS – make to stock
This strategy is effective in the case where the storage cost is low but the manufacturing cost is high








2. Describe the procurement cycle in details.
The involution, complexity and duration of the progress of procurement processes depends on the cost of the products and their other specifications.
For example, the purchase of office appliances, stationery and printing papers can be considered one of the simplest kind of procurement while the purchase of a stock management program requires much more attention because it must meet several expectations.
Since the businesses seek to make most of their investments and to obtain exactly what they need to their operations, there is a guideline to follow about the common approach to procurement from the begin until the end.
The procurement cycle has the following steps:








This kind of procurement seems to be lengthy and complex task, in which a lot of information have to be exchanged between the buyer and the seller.
However, it is worth in case of costly products. The situation is easier if there is only one supplier available or if the business has already an established relationship with a supplier.

3. Which approaches are used to monitor the performance of suppliers?

Companies across the whole supply chain have become highly dependent on their suppliers.
Most organisations examine their suppliers, an effective supplier performance management program can help a company spot supplier issues early on.
This is called supplier rating or vendor rating.

There are some different approach to monitor the performance of suppliers.
Some methods have different accuracy and the inspection body also can be different.

Most organizations employ negotiations for this purpose to try to spot it if somewhere there is a weakness.
The following checklist commonly used:
· Quality
· On time delivery
· Competitiveness of cost
· Responsiveness
· Innovation
· Practical and financial support

Also there is a scoring system to evaluate supplier performance and if the value falls below the limit point then the buyer company should launch a detailed audit.
However, this method is not so accurate, thus may cause some difficulties to find the problem.

Another method is requesting periodically report from the supplier, so the buyer company can obtain accurate data, but in this case there is no external evaluation and it’s strengthens the fact that the buyer depending on the supplier.

Furthermore, supplier’s performance can be measured by customers. Although it can be costly and time consuming but on the other hand it provide accurate information of the real quality.

In case the supplier’s performance does not meet the expectations according to the agreement, the buyer company requesting the improvements of certain areas where the problem was found.
At worst case the business has to look for new suppliers.
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Then procurement


Payment





Then the user department


Use the materials


Receive materials, update stock records





Then procurement


Examine the quotations, choose the best supplier


Place a purchase order


Then the selected supplier


Send invoice


Process the buying order


Then procurement


Accept the received materials and send the information for the user department about it


Confirm the terms & conditions 


Provide and ship materials with a shipping advice








The user department


Formulate the needs, prepare specifications


Settle the financial details, send purchase request to department of procurement


Then procurement


Verify the purchase request


Check opportunities, make a shortlist of poossible suppliers and send them a request for quotations


Then every supplier


Examine the demand and the customer itself


Send a detailed quotation back
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