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Q. 1. Give brief answers for the following questions:                                             (14)

I. What is purchasing?

Answer:

The purchasing process is an interacting structure of people, equipment, activities, and controls that is designed to accomplish the following:

· Handle the repetitive work routines of the purchasing department and the receiving department.

· Support the decision needs of those who manage the purchasing and receiving departments.

· Assist in the preparation of internal and external reports

The diagram below summarizes the purchasing process and context diagram
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II. Define ‘procurement.

Answer:

Procurement is the process of acquiring necessary materials in the supply chain. It may either refer to purchase of raw materials for manufacturing or buying the consumables for use by organizations. Procurement does not generally move materials itself, but it arranges the transfer. It gives the message that materials are required, and organizes the change of possession and location. Procurement is an organization function, like transport, Marketing, research and development etc. that really delivers them. So procurement is mainly concerned with information processing, it gathers data from a range of sources, analyses it, and conveys information to the supply chain.

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

Answer:

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.

Procurement is clearly an essential function within every organization. We know that each organisation requires some supply of materials, and procurement is responsible for organising this. If procurement process function  is carried out badly then  materials

Required to produce goods and services do not arrive on time and right quantities, 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?

Answer:

Qualified supplier must be the one who delivers procured materials in right condition at right time. In short the following characteristics  will help to have a clue of right supplier:

· Qualified supplier must be financially safe 

· Must have the aptitude and competence to supply the essential materials

· Should precisely deliver the requested materials

· Must send materials of certain high quality to customers

· Has to deliver procured materials  reliably, on time with little lead times

· Should be able quote satisfactory prices and financing arrangements

· Must be  flexible to customers’ demands and changes

· Is more knowledgeable and have skill in their products and many more.

V. What is e procurement?

Answer:

E-procurement is the current terminology of procurement where advancement of information and communication Technology has changed the traditional way of doing business. The procurement process/function is enabled by IT technology and most if not all procurement processes are being driven by electronic technology like use of internet, email websites and related IT infrastructure to do procurement of goods and services. So e-procurement is referred to electronic procurement where all the procurement processes/activities are done through means of electronic means which enhances the efficiency and effectiveness of procurement process in organizations

Some of the processes involving e-technology in procurement are as follows:

· E-invoicing: processing of invoices in electronic form:

· Scan documents.

· Use purchasing cards (p-cards).

· Invoices can be submitted electronically.

· E-payments: electronic submission of payments:

· EDI and XML-based technologies.

· Settled through the Automated Clearing House (ACH) network, wire transfer or debit or credit card

· Evaluated receipt settlement (ERS): a process by which an organization pays for a purchase on the basis of the goods receipt.

· EDI is employed in the purchase-to-pay process, including the PO (processed in the OE/S process of the vendor), advanced shipping notice (ASN), invoice, and payment.

· Electronic invoice presentment and payment (EIPP) systems: B2B systems that combine e-invoicing and e-payment processes to send invoices to customers via a Web portal or secure network using a third-party service provider and to receive electronic payments that are initiated by the payer, processed by the third party, and settled by the ACH network, wire transfer, or debit or credit card company
VI. Outline the main aims of procurement.
Answer:

Good procurement is Acquisition in the most cost effective manner - Right price (lowest evaluated price), In the  right quantities, at the right quality, from the right  source, at the right time, Delivered at the right place and the benefits of good procurement include: Security of supply, Lower total cost, Reduced risk, Improved quality, More added value, Greater efficiency, New innovations.
VII. Outline some common manufacturing strategies.

Answer:
Q. 2. Describe the procurement cycle in details.                                                         (8)

Answer:

Procurement cycle in organizations can simply be summarized as follows

a) Selection of Suppliers to be invited to Tender

When procuring equipment and materials, Procurer will select suitable suppliers of the item to be purchased from among registered suppliers. As a rule, tenders will be by competitive bidding between selected suppliers. However, in certain cases, a specific supplier may be designated based on patent rights held by that supplier, compatibility with the existing facilities, whether they are the sole supplier of a given item, or similar situations.

b) Request For and Submission of Tenders

A request for tenders indicating the conditions of the tender, contract conditions, and tender specifications will be provided to potential suppliers who will be invited to submit tender proposals.

Financial and technical proposals must be submitted by the specified date. In addition to the proposal made in accordance with the tender specification, alternative proposals containing additional cost-saving options other than as specified by Procuring entity  in the tender specification may be submitted provided that such alternatives meet the performance and function requirements as specified in the tender specification.

c) Technical Evaluation

In principle, technical proposals will be evaluated prior to the opening of the financial proposal in order to confirm that the technical proposal conforms with the conditions and requirements set forth by Procuring entity. During the evaluation, HEPCO may request that the technical proposal be supplemented or amended. In cases where such changes could result in a change in the bid price, the supplier will be asked to submit such price adjustment and explanation.

d) Negotiation and Award of Contract

We negotiate over the contract price and other conditions with the most advantageous tenderer to procuring entity among those tenderers which meet the specified technical condition and requirement.

We will show the tenderer our standard contract conditions and reach to an agreement after negotiation.

e) Delivery, Inspections, and Payment

Products are to be delivered as agreed to in the contract. Procurer reserves the right to claim liquidated damages if delivery is delayed beyond the specified delivery deadline.

Procuring entity will inspect all products delivered by the supplier to ensure that they meet the requirements.  Products which pass such inspections will be accepted. When necessary, inspections may also be carried out during the production process.

In principle, payment will be made the month following acceptance of the product. However, other payment methods may be considered based on mutual discussions in cases where a long time period is required for production or where other special circumstances exist.

f) Other

Proprietary information obtained during the course of any transaction shall be subject to strict confidentiality on the part of both Procuring Entity and the supplier concerned. Such information shall not be disclosed to any third party unless otherwise specifically authorized in writing

The diagram below summarizes the procuring cycle/steps in procurement process as explained in  above text
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Q. 4. Which approaches are used to monitor the performance of suppliers?           (8)
Answer

Most organizations examine their suppliers to ensure that they carry on giving satisfactory service. Most organizations employ a negotiation that gives a sensible view of performance, and requires a rational amount of effort. 

One general approach of monitoring supplier performance is to utilize 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.

The objective of monitoring supplier performance 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.

How, for instance, can you recognize the most significant factors of supplier performance, the comparative value of each, the actual performance, and the lowest tolerable performance? Each of these is likely to come from a blend of agreement and discussion, rather than from more accurate measurement.
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