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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	1.i What is Purchasing?

Purchasing could be referred to as the act of buying. If a company purchases some cars, it means she will pay some money to acquire the cars. Purchasing could be taken as one of Procurement activities. We purchase computers could be understood as “we buy computers”.

1.II Define the term ‘Procurement’:

Procurement: is the action of taking care of all materials required by a business. It consists of all the associated activities to get goods, services, and any other materials from suppliers into a business.

Basically, a company needs to get fire extinguishers; the complete action of getting these goods is Procurement. Purchasing the goods would be more associated to the activity of paying for them. There are several ways of getting the goods, purchasing is just one of them. So it shows well that Procurement has a more general meaning; Procurement is about the transfer of goods or services (ownership) – irrelevant of how the goods are transferred.

1.III What is the importance of Procurement in a Supply Chain?

Procurement in a Supply Chain is very important, as it is this department, which organizes the actions of getting the required goods for the organization to carry out its business. Being at the beginning of a Supply Chain, any mistakes will have in turn consequences on the other activities of the company. 
Procurement is also very important as it is linked to all other departments (internal connections – within the company), and it is also linked to the outside world (linked to vendors, logistics functions, warehouses etc).

1.IV Who are qualified suppliers?

Qualified suppliers are those who are able to deliver goods (or services) of high quality within time and budget – as per POs. 
Going a bit more into details, a qualified Supplier:
· is financially safe 
· has the aptitude and competence to supply the essential materials
· precisely delivers the requested materials
· sends materials which are high quality
· delivers reliably, on time with little lead times
· quotes satisfactory prices and financing arrangements
· is flexible to customers’ demands and changes
· is knowledgeable and has skill in their products
· has earned an excellent reputation
· uses expedient and simple procurement systems
· has been used effectively in the past and can expand long-term relationships

1.V What is e-Procurement?

E-Procurement is the action of supplying goods to a company by using web services. It is done through Internet.
There are 2 types of e-Procurement: B2B and B2C

B2B is Business to Business – when a bakery buys its flour form a cooperative for instance
B2C is Business to Customer – when you or I we buy CDs or shoes using internet websites.

E-Procurement has its own advantages such as immediate access to vendors worldwide, quick transactions, lower costs etc.

1.VI Outline the main aims of Procurement:

Main aim of Procurement is to make sure the organization never lacks of goods – make sure that the business has a consistent supply of materials.

Other more direct goals:
· organize consistent and permanent flow of goods for the business
· work directly with user departments 
· find good suppliers 
· buy correct materials
· negotiate best prices
· keep stocks as low as possible
· move the goods quickly through the Supply Chain
· keep abreast of all conditions



1.VII Common manufacturing strategies:

· Make-to-Plan
· Make-to-Order
· Assemble-to Order
· Make-to-Stoke

[bookmark: _GoBack]All above actions are driven by what is to be done with the manufactured goods. For instance, Make-to-Order strategy is a strategy more adapted to Customers who need goods manufactured to their own specifications.

2. Describe the procurement cycle in details:

A Procurement cycle includes several steps involving both Supplies and Procurement (the company).

All companies have their own internal procedures in terms of procurement but they are most of the time in the sequence defined below:

1) Company: 
- Identify the needed materials, availability and specifications
- check if budget is ok and obtain approval to procure (purchase request)
- Procurement to check the purchase request. Inspect the materials and see if stocks internally available or not
- shortlist approved suppliers and send them request for quotations (RFQ)

2) Suppliers:
- examines the received RFQ and check customer’s rank, credit etc
- send company price list or answer to the Company’s RFQ

3) Company:
- evaluate the received quotations, see which one is the most competitive commercially and technically
- check budget and clearance to purchase
- nominate the supplier and confirm the Terms and Conditions (if any doubts refer to Legal Department)
- issue Purchase Order (PO) to supplier

4) Supplier:
- process the received PO, organize material delivery according to Incoterm
- ship material and send invoice to Company

5) Company:
- receives material, does quality and quantity check, acknowledges to supplier
- authorizes payment, update stocks, uses materials as requested by user
- pays the supplier




3. Approaches used to monitor the performances of suppliers:

There are usually 2 approaches to monitor supplier’s performances. 

· Supplier rating: the supplier is assessed based on several criteria, which are defined, based on the companies’ priorities. It could price, lead-time, quality etc; most of the time the assessment is not too formal if you consider a small company. Big companies have dedicated procedures to rate their suppliers.

· Supplier scoring: the above criteria are given some scores – points. Hence you have a table where the suppliers are ranked (they are given scores or points) depending if they are strong or weak. The problem is often to know if 1 specific criteria weights more than another in the scoring.


Some people also are referring to the above as Kei Performance Indicators (KPI). The supplier performances are monitored through a “dashboard”. The dashboard often will use 3 colors: Green, Orange and Red – for Good, Medium, bad.
It helps in seeing immediately in which areas some improvements are needed.

A key point is to make sure that the monitoring is done professionally and that it is followed by actions to improve. There is no point having KPI and monitoring a supplier if the results and assessments are not permanently scrutinized and followed by actions. 
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