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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. 
	Assignment #5
1)

i)  Purchasing : Purchasing is the process which acquires the flow of materials for the whole company.  Purchasing may not just be materialistic items but could be a service such as rental, leasing, borrowing etc.  Purchasing usually is ‘the real buying’ and procurement has a wider scope including vendor management, transport etc.
ii) Procurement : Procurement consists of all associated activities related to obtaining goods and services from a vendor. Procurement covers the whole procedure of purchasing including the shipping to location, vendor nomination, vendor negotiation etc so a wider range of activities.
iii) Importance of Procurement : Procurement covers the links from business to supply chain. Procedure takes care of all aspects of sourcing the product including technical requirements, it works as the link between ie product and the vendor for their specific requirements.  Procurement is very important and responsible for the supply chain continuing to run smoothly, if the wrong items are delivered or are late, this will have an immediate impact on the customer. 
iv) Qualified Suppliers : The most significant process for procurement is finding and choosing the correct vendor. The vendor needs to be capable of supplying the correctly product by the agreed required delivery date.  Keeping deliveries to the required dates 1) Keeps product on time enabling happy customers 2) Delivering on time keeps stock costs to the minimum.  The vendor must be capable of : Able to supply as required, Able to deliver on time, High quality, Satisfactory pricing, flexible, good reputation able to commit to a long term relationship.


v)  What is e-procurement : Allows immediate access to vendors worldwide.

Visibility of options available worldwide.
Automated systems, eliminating manual processes
Reduced transaction times in processes
Reduced processing costs
May have options for integrated systems with suppliers

 Two types of e-procurement B2B and B2C.  B2B being a company purchasing materials from another company and B2C where and end use purchases from a business.  The internet market became extremely popular in the ‘Millenium’ increasing by over three times.  Down side  is not everyone is on board with being internet base, older generation for example would prefer the experience of being in a shop purchasing their item rather the purchasing from the internet.

vi)  Main aims of procurement : The main aim is to ensure the business has a constant supply of materials. Direct goals related to procurement :

 consistent  flow of materials.
 Understand the particular departments requirements.
 finding the quality suppliers, working directly with them, and creating relationships.
 Purchase the materials and ensure their quality.
 negotiating best prices and terms and conditions.
 keeping stock low, considering stock policies, investment, readily available materials.
 moving materials rapidly through the supply chain or expediting deliveries when essential;
 understand potential obstacles , including pending price increment etc.

vii) Common manufacturing strategies : Most common being Make to plan, make to order, assemble to order and make to stock.
MTP : Manufacturing is produced against future expectations. MTP holds stock and adds cost to the companies stocking costs.
MTO : Manufacturing is produced against specific customer requirements.  MTO has less finished goods in stock reducing costs.
ATO : Production is held in stock in part form and is only assembled against firm orders.  The ‘part form’ stock enables to manufacturer to have the option to produce into difference product formats as the orders arrive.  Reduces the cost and quantity of finished stocks.
MTS : Used to match production and inventory with customer demand forecasts, requires accurate forecast to determine how much stock should be produced.



	2)  Procurement Cycle :  Procurement cycle is a series of steps that must take place to ensure supply chain.  Identifying the requirements and required quantities is the first step. The buyer requests bids and awards the purchase order to the vendor.  The order is entered into the inventory system/  The Procurement cycle will be set around product schedule or customer demand. 

1) Department requirements.
Understand the department requirements
Supply specifications for the required materials, and inspect potential delivered materials
Review vendor financial situation and plans.
Supplies and send a purchase request to Dept of procurement.

2)  The procurement.
Verifies the purchase request
Reviews current stock situations, list possible vendors
Request quotation
 
3)  Vendor..
Review quotation request
Customers financial creditability
Can they supply ?
Quote the supplier giving full details including price and delivery

4) Procurement.
Review the quotation
Review specifics and clear to purchase
Choose vendor
Agree terms and conditions
Issue purchase order

5)  Selected Supplier.
Arrange their supply chain to enable supply of the purchase order
Ship and invoice
 
6)  The procurement.
Confirm receipt
Quality check the items
Accept into inventory
Make Dept aware of supply available

7)  User Dept
Inspect the material
Update material
Use in production

8) Procurement : The buying order triggers the supply.  The PO is a legal agreement between the company and the vendor.  The procurement is a number of steps which can be quite costly to implement, if the purchase item is of a higher amount the system is cost effective however if the item is of low value, the procurement system costs can have a higher impact on the effectiveness 
Paper based procurement may face issues  : Manual processes, time consuming, more people to manage the process, which all come at a cost to the company, error rates higher.


	3)         Approaches to monitor the performance of suppliers :  

           You need to have a formalized system in place to track and evaluate supplier           / vendors performance which is essential to the smooth operation and profitability of your company.  

Establish performance indicators – Set the parameters for the indicators : Quality, on time deliveries, cost, professionalism what is important to your company and the supply chain and ultimately your customer.
 
Devise and evaluation method – This may be in the form of graphs or simple stats for KPI’s , score cards and metrics, a visible performance indicator.

Maintain good relationships – If the vendor is classed as generally a good supplier, work with them and try to resolve any issues and improve supply / service.  Making them aware of the issues you are facing and work together to achieve the end results, whilst continuing with a review period for signs of the required improvement, this would be closely monitored.

Raise a red flag if required – If the performance is not as expected, raise the flag making them aware of the expectations.  What do you need from them to resolve the problem.

Cut loose weak links – Unfortunately if the issues can not be resolved, it may be necessary to stop working with the vendor and if required to find an alternative supplier.

Performance of supplier is important to the performance of your company and the product to the end user.
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