[image: BOLC_Logo]                                                                  
   Assignment Cover Sheet





	Student Name:
	Matthew Nott

	Student Number:
	2905

	Course:
	Diploma in construction management

	Assignment NO:
	10



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. 
	
i. What is vendor management? Describe its essential components
Vendor management seeks to identify the right sources, undertake selection of sources of supply and develop the sources selected. The essential components of vendor management are:
· Choosing the right source
In the process of selecting the right source for purchasing it is the duty of the purchasing manager to firstly, identify the right source, and maintain the company’s relationship with the source to ensure that the purchased items are received on time, for the right price, at the highest quality. Selecting this source can have positive effects on the organisation, whilst selecting a source that does not meet this criteria can have negative effects.
· Selecting a source
For the organisation to stay relevant and on good terms with the selected source only a small number of sources should be used as potential suppliers. This will ensure healthy competition in producing quality products at low prices. For larger projects the ideal number of sources is two to three, this makes keeping a good relationship much easier. The only exception to this rule is for fast moving items, it is best to source three or more vendors for this.
· Vendor registration and development
The selected vendors must be registered by the purchasing company. This process involves sending out a detailed questionnaire to the vendors to provide details of all business aspects. It is important to discuss the intentions of this questionnaire with the vendors and ensure them that all collected information will be kept confidential. Some of these details include; supplier name, location of suppliers office, warehouse and factory, past records in dealing with the purchaser company, willingness to work under the purchasers terms and conditions, the suppliers capacity for supply emergency requests of items, industrial relations issues and the availability of testing and inspection facilities.

ii. Outline the various factors considered for the identification of the right source of supply at the macro and micro levels.
Macro
· Identify which items are being procured nationally and internationally using single sources
· Identify alternative suppliers or vendors to consider
· What strategies need to be adopted to develop sources to provide high quality products
· Identifying strategies to reduce risks associated with monopolies
· Determine whether all sources of supply have been identified
· What main elements make up the cost of the item
· Can supply cost of components be forecasted for the next year
· Which likely events can affect potential vendors in the years ahead
· What will be the effect of the entry or exit of major suppliers to these vendors with regards to pricing in the market
· Will changing prices influence manufacturing costs
Micro
· Obtaining and studying past records of the supplier
· Obtaining information on the financial standing of the supplier from their balance sheet
· Determining suppliers capacity and flexibility to expand in the future
· Records on delivery lead time and delays
· Willingness of the supplier to work with the buyers terms, conditions and quality specifications
· The suppliers capacity to deal with emergency requests for items
· The level of expertise of the suppliers production staff
· Information on the break-even points of manufacturing units
· Overall efficiency and reliability of suppliers economy
· How innovative are the suppliers and their staff
iii. What is vendor rating? What are its advantages and disadvantages?
Vendor ratings are ratings given to vendors based on criteria after they have been registered. Some examples of this criteria are;
· Has the vendor accepted the specifications and inspection procedures in its entirety
· Is the vendors quality control well developed, robust and documented
· How effective is the vendors delivery system
· How does the vendors rejection level compare to other vendors
· How effective is the vendors production planning
· How is the vendors reputation in the marketplace
· Does the vendor have ISO 9000 certification
Advantages
· It saves time and money for the buyer and provides value for money
· It promotes good business practices by ensuring transparency and objectivity rather than nepotism and favouritism
· Competition is ignited to promote quality improvement between the vendors
· It is the best method of fairly distributing business
· Vendors can improve their own businesses by comparing their performances with their competitors
Disadvantages
· When limited suppliers are available for a particular item (less than three) the use of a vendor ratings system can be counter productive
· The time and costs associated with establishing a ratings systems can outweigh the benefits
· There is potential for the scores to be skewed due to buyer purchase in a particular area
iv. How is an ISO 9000 company different from others?
ISO 9000 is a set of international standards of quality management. The standards specify how management operations should be conducted, in order to ensure that suppliers design, create and deliver products and services which meet predetermined standards. The process of obtaining ISO 9000 certification is an expensive and time consuming process, using large amounts of company resources for up to 24 months. This led to the standards being adopted by mainly large companies and corporations. Despite an increase of small and medium companies obtaining this certification in recent years, there is still a significant discrepancy between the percentage of large companies and small companies that are compliant.
Just because one company has ISO 9000 certification and another similar company doesn’t, this does not always mean that the company without certification is without, or of a lesser quality. Some of the factors that determine if a company obtains ISO 9000 certification are:
· The companies cliental (sometimes companies will only purchase from companies who have the ISO 9000 certification)
· The service or product produced by the company, and their market
· Or as the result of a cost/benefit analysis
The results of these factors is often the only difference between a company with ISO 9000 certification and one who does not.
v. Why is it necessary for the stores in charge to know the legal aspects involved in purchasing and procurement of materials?
The procurement team on a construction project are responsible for the purchasing and leasing of items during a project. However this role is not as simple as just picking the cheapest option available every time. Throughout the procurement process a basic understanding of legal discourse between the company and potential vendors is necessary. Firstly, when selecting the appropriate vendor for supply, depending on the methods used this must be followed in legal terms. For example in an open tender, it is illegal to select a vendor who even though may be cheapest, is not compliant with all of the terms and conditions set by the tender. Losing bidders have the right to sue in this case, so it is imperative that the purchasing manager takes note of the bidders’ terms and conditions prior to award.
Secondly, once the contract has been awarded to a vendor, the purchasing manager and store must know their legal standing in the event of the vendor not fulfilling their contract. For example by not delivering the items on time or of the right quality. If the purchaser attempts to cancel the contract due to a factor such as this, they may not necessarily be eligible to get their money back depending on the terms and conditions signed by both parties.
2) Training is the best method to shorten the learning curve. Discuss.
The learning curve graph is a model graph showing the correlation between the time spent on a task, and the number of times the task has been completed.
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The learning curve shows us that when completing a task for the first time, it takes longer to complete the task or find the necessary solutions. After the task has been completed more often, the time it takes to complete becomes quicker, and this trend continues the more often the task is completed. This learning curve can be applied further than the individual, to entire departments, in particular material management departments. The biggest goal of the material manager in this instance is how to best reduce the time taken to become proficient at a given task (to steepen the curve).
There is a natural learning process the follows the learning curve. The nature of the curve (steeper or shallower) depends on the training policies in place within the organisation. There are three main factors affecting the learning curve:
· Personality traits
It is desirable to have individuals who are keen to learn new things, and have a thirst for knowledge
· The atmosphere prevailing in the company or department
The influence of the manager on the workers to motivate them for growth, availability of a well-stocked library and the general opportunity to grow with the company
· Training programmes
The availability of relevant training programs shorten the learning curve

You could argue that the company and department atmosphere can be attributed to a company’s training program, therefore training can determine two out of the three main learning attributes. An individual’s personality traits are completely independent of whatever company the individual is employed by, and are prevalent prior to beginning employment. Generally speaking, an individual’s personality cannot be changed. Thus it is out of the control of any organisation. However through the right training and employee encouragement, individuals can be trained to use their personalities for the common goal of business success, along with each other individual employee.
So by examining the main three learning curve factors, I would conclude that an organizations training program is the best method for shortening the learning curve.

















Student Statement:

By submitting this assignment, I confirm that this is my own work.



	Student Signature
	Matthew Nott
	Date
	[bookmark: _GoBack]27/01/2017




For Tutor / Assessor Use Only
	Total Marks
	

	Marks Obtained
	

	Percentage / Grade
	













image2.jpeg
=<

Average time per unit

LC

S

Cumulative volume of production

X




image1.png
ﬁ
o R




