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1. Give brief answers for the following questions:

i. What is purchasing?
Purchasing is a process of initiating and regulating the flow of material at all stages of supply chain. It’s a task that is accountable for acquiring all the required material that is needed for any organization.  Normally, purchasing refers to real buying by initiating the movement of materials. It consists of many types of acquisitions like rental, contracting, supplier selection, agreeing terms, negotiating, expediting, monitoring supplier’s performance, material handling, transport, warehousing and receiving material etc.

ii. Define the term ‘procurement.’
Procurement does not generally move the materials but it arranges the transfers. The objective of procurement is to escalate material is needed and then organizes the change of procession and location on term price and terms. So, procurement is mainly concerned with information processing, it gathers data from a range of sources, analyses it, and conveys the information to the supply chain. 

iii. What is the importance of procurement in a supply chain?
Procurement makes a mandatory connection between businesses in supply chain and executives the system for coordinating the movement of materials between suppliers and customers. Procurement is vital as at each stage of supply chain, procurement sends messages backward to explain that customers wish in a product. Procurement sends messages forward to declare what suppliers have accessible and then it negotiates delivery terms. 
Importance of Procurement cannot be denied for any organization; it is an essential function for all types of organizations. Each organization requires supply of material to run different functions and this is only possible due to Procurement. If procurement is ignoring, it will affect all other departments badly. Material will not reach or reach at wrong time with wrong quantities and will result in poor production and lack of goods for customers in the warehouse and ultimately affects company revenues. 

iv. Who are qualified suppliers?
Choosing a qualified supplier is most significant part of procurement and it depend on the product and service being offered by the supplier. Both product design and delivery time shall meet the requirement of organization. A reliable or qualified supplier must have following attributes.
· Financially safe with good long-standing prospects.
· Have the aptitude and competence to supply essential materials.
· Precisely deliver the required material.
· Supplies high quality of material.
· Have less lead time that other suppliers and delivers reliably.
· Offer competitive price and financial arrangements.
· Flexible to demand change.
· Knowledgeable and skillful in the supplied products.
· Excellent reputation in the market.
· Use expedient and simple procurement systems.
· Have good performance history if any or can expand long-term relationships.

v. What is e - procurement?
There was a big development in the procurement. The gathered data of consumption and demand is automated and entered regularly in the database. Electronic data exchange is used to see if there is requirement of purchasing as the database electronically notifies when there is requirement of buying material is needed. This processed on handling procurement through an automated system is called e-procurement. The main benefits of this process are,

· Allows 24/7 access of data to all suppliers in the world.
· Create are more reliable market to see demand trends.
· Automating procurement with benchmarking processes.
· Saves a lot of time that can be spent in calculating required material.
· Reduces cost to great level.
· Contracts some procurement activities to vendors or third parties.
· Integrates flawlessly with suppliers’ information system.
· Live information available at all times.
· Easy access to historic authentic data readily available.

There are basically two types of e-procurement that are known as,
· B2B (where one company buys materials from another company).
· B2C (when an end customer buys from a business). 
However, different approaches are used for different products.



[bookmark: _GoBack]vi. Outline the main aims of procurement.
The objective of procurement is to assure that business has consistency of supply of materials. Further to this, main aims of procurement are:
· Organizing a reliable and rapid flow of material in a business.
·  Working directly with other departments, making relationships, understanding their requirements.
· Searching new suppliers and making beneficial relationships.
· Buying the correct material with required quantity and quality at the right time.
· Negotiating on price to make buying cost effective and making terms and conditions.
· Keep stock low, measuring stock policies, inventory turnover and carrying cost.
· Expediting deliveries without increasing transportation cost.
· Keeping up-to-date of conditions, including pending price increment, scarcities, new products etc.
In addition to above, there can be many other factors like convenient location, customer centric, trustworthy etc.

vii. Outline some common manufacturing strategies.
Manufacturing strategic scope is controlled by both promotion and technological forces. The most common manufacturing strategies are,

a. Make to plan/Stock MTP/MTS: These strategies are an attribute of industries exploiting economy of scale that arises from long production runs. Most frequently sold finished goods inventory is normally manufactured in expectation of future consumer requirements as the production cost is less when production batch is big. This save lot of production time in changeovers. On the other hand, more space is required for warehousing such stocks for a definite period of time.
b. Make to order MTO: This technique is used when an official sales order is received and goods are manufactured only according to order quantity. Nothing is made to stock any of the item. This may waste production time in changeover and setups. But once manufactured the goods are dispatched to customer right away. 
c. Assemble to order ATO: In this technique common processes on the material are done. When an official order is received, the remaining assembly processes are done that turned it into a finished good. This saves cost of doing common processes in different batches. 
All these three approaches are combines together to calculated Total Cost of Manufacturing. 

2. Describe the procurement cycle in details.
Once the supplier is selected for purchasing a product, the next step is to pass the activities through the procurement procedure of organization. The procurement cycle may vary depending on the complexity of products. However, there is a common approach in the procurement cycle having key steps. These steps are,

i. A user department: At this initial step of procurement, the requirement of desired material is calculated. The material accessibility and specifications are prepared. Then there is a checkpoint of financial budget and then clearance for starting purchasing. This is carried out by a purchase request to the purchasing department.

ii. The Procurement: The purchase request is reviewed and verified. The requested material is inspected, stocks are checked, alternative products are examined against production requirement. Negotiations are done with the user department and suppliers are shortlist for further process. Then a request is sent for quotations to the concerned.

iii. Then, every supplier: Quotation demand is examined, customer’s rank, credit is reviewed. Sees how to cater the order and then quotations are send back to business having detail of price, product and condition.

iv. Then, procurement: Quotations are examined and commercial evaluation is done. Technical aspects are the discussed with the user department. Budget and cost centers are checked. A supplier is finalized based on reviewed info. Terms and conditions of the order are discussed and then an official purchase order is sent.

v. The selected Supplier: The PO is received, acknowledged and order confirmation is sent back to buyer. All operational activities are organized to start order. Material is then dispatch with all the necessary documentations followed by an invoice.

vi. The procurement: Order confirmation and delivery info is received. A follow up is made where required. Material is then received and verified against the same PO. User department is then informed about the material available in stock and ready to use.
vii. The user department: The material then goes to user department where it is received and inspected. Authorization is sent for budget shifting. Stock is updated and material is used as per requirement. 
viii. The procurement: Once the payment date is approaching for the invoice, the payment process is started to ensure timely transfer of funds for the purchases.

First 3 steps of procurement cycle are more concerned with supplier and material and then the 4th step procurement starts that’s more critical than earlier ones. As the buying decision is made at this step including required production planning, transport & finance etc. The remaining steps are related to delivery and receipt that are more much crucial as far as procurement is concerned. 

3. Which approaches are used to monitor the performance of suppliers?
Most organizations periodically examine the goods and services of supplier to evaluate their performance, this is called Supplier/Vendor rating. Most organisations employ a
negotiation that gives a sensible view of performance, and requires a rational sum of effort. One common approach uses a checklist of significant factors and checks that the supplier meets a suitable standard in these and make a matrix of these competencies.

The following attributes can be included to monitor performance of suppliers.

· On time deliveries
· Discounts
· Quality
· Delivery in full and on time
· Delivery tolerance days
· Flexibility to supply in minimum lead time
· Improvement in product features
· Research and development to make product cost effective
· Keeping safety stock of fast moving products
· Minimum order Quantity
· Quantity/Value of returned items
· ISO certification
· Ethical/regulatory compliance

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. The performance can be monitored by forming of a measurable matrix in order to have a rational comparison of supplier that is named as ‘Supplier service level’. SSL score will then be of great help in making strategic decisions related to supply chain.
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