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Specialised Buying and Vendor Management

1. Answer the following Questions: (20)

i. What is vendor management? Describe its essential components.

Vendor Management
Vendor management is the coordination of purchases by evaluating suppliers for several things like quality, delivery times and dates and pricing.
Vendor management is to help initiate business relationships with different vendors these provides the company with a firm platform to negotiate for the business objectives, identify the right sources, develop the sources selected and to gain maximum value for purchases while supporting site operations.
Vendor Management will cover a number of duties within the business, these are:

· Monitoring Contractual Agreements
Vendor management will continuously deal with the contractual agreements of securing new and existing sale tenders from the selected vendors. Vendor Management is also responsible for the authoring and issuing of contractual paperwork. 

· Managing Relationships
Vendor Manager must have very effective relationships with external partners thus ensuring an effective service delivery and great customer satisfaction.

· Documentation
The Vendor Manager must have good record keeping, by maintain good records and documentation the vendor manager will be able to review documents like:

· Purchased items
· Costs
· Deliveries
· Inventories
· Deliveries

By analysing and reviewing these documents he can determine if prices charged are reasonable and cost effective for the market value of the products.

· Choosing the Right Source
When choosing a vendor source, the following criteria must be met:

· The selected vendor must have the capacity to fulfil the purchasing orders at the right price and the right quality needed. 
· Sufficient product competition should be available to allow and encourage fair pricing and quality products.

· Problem Resolution
Vendor managing is also being responsible for troubleshooting vendor problems. This can vary with site to site and will cover most things like: 

· Delays in payment
· Corrective actions
· Arranging meetings with staff and vendors
· Supply chain issues
· Defective or unacceptable goods
· Delivery delays. 


ii. Outline the various factors considered for the identification of right source of supply at micro and macro level.

The Micro points consider for finding the right source should include the following areas:

· Researching and obtaining data of the supplier
· Gather information on the financial data on the suppliers from their balancing sheets.
· Research the supplier’s capacity and flexibility to grow and expand in the future.
· Record data on delivery and lead times and delays.
· Assess the suppliers need to work with the buyer’s terms and conditions and quality control procedures, specifications and warranties.
· The expertise of supplier’s staff.
· Information on the break-even points of manufacturing units.
· Overall reliability and efficiency of the supplier’s business.

The Right Source of Supply to consider when identifying the right source at the Macro level are:

· Identify items that are being procured internationally and nationally using single sources.
· Identify and consider alternative vendors and suppliers.
· Adapt new working strategies to develop and provide high quality products.
· Reduce risk by identifying risks associated with supply monopolies.
· Identify all sources of supply have been accounted for and identified.
· Forecast supply for components needed.
· Likely events that could potentially effect vendors in the years ahead.
· Will market prices influence manufacturing costs.


iii. What is vendor rating? What are its advantages and disadvantages?

Vendor rating is an evaluation of different suppliers, this is normally a continual process that is done within most purchasing departments and should from the basis of the purchasing process. Experienced construction company often evaluate suppliers, this evaluation can be in the shape of a questionnaire, site visits, interviews and from its own user experience. The purchasing department can evaluate suppliers in the following capacities:
· Capacity – 
Does the supplier have enough capacity to deliver the order required.
· Financials –
Are there any bad records of bad finances and is there a strong financial base.
· Quality Assurance –
Is the product of a good quality, and is there a good quality control system in place.
· Competency – 
Is the supplier competent to meet your order needs. 
· Past Experience –
Has the supplier been used before.
· Cost –
Is the service or product at a competitive price.
· Consistency –
Does the supplier meet a consistent output.
Once information has been collected, a supplier score is given and it is either approved or is not approved as a supplier to procure construction services and materials from. 

Advantages of Vendor Rating
There are many benefits associated with vendor rating, this can:
· Offer an effective supplier evaluation.
· Mitigation against poor supplier performance.
· Performance failures.
· Help find suppliers that can provide high standards.
· Business stability.
· Product and service levels. 
· Sufficient capacity.
· Supplier evaluation.
· Identify and remove any hidden costs. 
· Evaluating performance can motivate suppliers.

Disadvantages of Vendor Rating
The challenges with Vendor rating include resources and cost commitments in establishing and maintaining a robust and up to date effective system.
The challenges with gathering relevant information can often be inaccurate and inconsistent when it comes to data integrity. Information collected will not always get to the root causes of supplier problems.
Other challenges in evaluation of current suppliers must go beyond measurement of actual performance improvements, feedback to suppliers on their performance must be continuously improved at every opportunity. 
Other disadvantages:
· Misleading supplier evaluation.
· Can often push small local suppliers out of the deal to larger companies.
· High standards might drop once contract is signed.
· Business stability information might not always be correct. 
· Supplier evaluation might not find all the problems
· It’s not always possible to identify and remove all hidden costs. 


iv. How an IS0 9000 company is different from others?

An ISO 9000 company is different other companies in that is follows a set standards or guidelines. These guidelines are there to help organise the processes and make the company more effective. ISO 9000 is an International Standard for Quality Assurance. 
These standards are:

· ISO 9000 - Contains guidelines for the four standards. 
· ISO 9001 - Intended for suppliers who do design or customization. 
· ISO 9002 - Involves standards for both production and installation. 
· ISO 9003 - Is guidelines for final test and inspection. 
· ISO 9004 - Is designed to help managers develop a substantial quality system 

Most companies fail or do not have a quality control system in place when it comes to Total Quality Management (TQM), the ISO 9000 helps in setting an international standard that is widely accepted and helps everyone to work toward this standard. By working towards the ISO 9000:2015 guidelines and then audited by an external verifier, the company will then be indorsed by the ISO standards, which can help show other companies that they take Quality Management seriously. 


v. Why it is necessary for the stores in charge to know the legal aspects involved in purchasing and procurement of materials?

As with all responsible positions within organisations there are often legislations that must be adhered to when carrying out the role, some of these legislations are as follows: 

· Restraint of trade
· Anti-trust legislation, 
· Competition Act 1998 
· Abuse of Dominant Position 
· Treaty of Amsterdam Articles 81 and 82, (anticompetitive practices and abuse of dominant positions)  
 
Other areas that must be adhered to are:

· Corruption – 
Buyers must not tolerate any form of corruption, anyone aware of any corrupt activity have a legal duty to the profession and to their employing organisations to alert their senior management or the police. 
 
· Declaring an interest – 
All personal interests should be declared. Examples include owning a significant share in a supplier or family members being employed by a supplier. 
 
· Business gifts – 
Offers and receipts of any sort of a business gift are often sensitive areas for buyers, Organisations often have a clear policy on the acceptance of business gifts.
 
· Payments from suppliers – 
Suppliers should not have to pay to be included on any type of approved or supplier list. 
 
· Payment terms – 
Late payments can often undermine an organisation's credibility. 
 
· Ethical Purchasing Practices – 
Knowledge in how to purchase in a professional manner. Both short- and long-term contracts have their place, but longer-term contracts especially should be subject to transparent competition.  

· Social responsibility – 
Some of the worker welfare issues which a socially responsible buying organisation should address when reviewing its supply chains include forced labour, freedom of association, health and safety, child labour, wages, working hours and discrimination. The CIPS Policy on Ethical Business Practices in Purchasing and Supply Management distils aspects of current developments in this area and the main recommendations are summarised as follows. 

· Law – 
Suppliers should always work within the laws of their country.

· Health and safety – 
This requires employers to provide a safe working environment and employees to abide by safety procedures. 

2. 'Training is the best method to shorten the learning curve." Discuss (10)
When staff members are not trained in a given task, it will often take the mind and the body awhile to adapt to given task, the harder and more complex the task, the longer it will take for the staff member to get into a routine that is most efficient in completing the task.
The more the staff member completes a task over a given amount of time the more adapt and proficient the staff member will be at the given task.

The learning curve shows that when you first start off on a given task without no training or real planning into a task the first few attempts will always take the longest to do. But this will gradually build up through experience in both speed and momentum the more the action is carried out. This is often a great way of learning, but it is not the quickest way.
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If the staff member is shown the task before hand, and studies the given task in such a way that he is trained to do the task in the quickest way before doing the task. the staff member will already know what to do and how to do it. Thus, training before on the given task is the quickest and efficient way of understanding and completing a task. There are many factors that can affect this learning process, these can be:

· Personality traits: 
If staff members are keen to learn and have the motivation to complete the task this will improve the learning time of the task as will a thirst for knowledge.

· Atmosphere: 
The Atmosphere of the place the task is given will often have an effect on the task this can include weather conditions, management attitudes, other staff members and many others will all have an effect on the learning curve.

· Training:
Qualifications in relevant training programs will often shorten the learning curve, the general education of the staff member and his given life experience will also have an influence on the learner to carry out a given task. The ability to assimilate information is also a great way of understanding tasks, personal development will often go hand in hand with the way a staff member will understand a situation and react to it in the quickest way. These things can often be hard to teach. 

















Student Statement:

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



	Student Signature
	K Goodwin
	Date
	07/02/2017




For Tutor / Assessor Use Only
	Total Marks
	

	Marks Obtained
	

	Percentage / Grade
	













image2.png
Knowledge

Time
- Fundamental Learning

- Implementation Learning




image1.png
ﬁ
o R




