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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. 
	Assessment 1
I) Purchasing is the first phase of Materials Management. Purchasing means procurement of goods and services from some external agencies. The object of purchase department is to arrange the supply of materials, spare parts and services or semi-finished goods, required by the organisation to produce the desired product, from some agency or source outside the organisation. The purchased items should be of specified quality in desired quantity available at the prescribed time at a competitive price. ‘the procurement by purchase of the proper materials, machinery, equipment and supplies for stores used in the manufacture of a product adopted to marketing in the proper quality and quantity at the proper time and at the lowest price, consistent with quality desired.” Thus, purchasing is an operation of market exploration to procure goods and services of desired quality, quantity at lowest price and at the desired time. Supplier who can provide standard items at the competitive price are selected. Purchasing in an enterprise has now become a specialised function. It was experienced that by giving the purchase responsibility to a specialist, the firm can obtain greater economies in purchasing. Moreover purchasing involves more than 50% of capital expenditure budgeted by the firm. Many people use the terms purchasing and procurement interchangeably, but despite their similarities they do have different meanings. Procurement involves the process of selecting vendors, establishing payment terms, strategic vetting, selection, the negotiation of contracts and actual purchasing of goods. Procurement is concerned with acquiring (procuring) all of the goods, services and work that is vital to an organization. Procurement is, essentially, the overarching or umbrella term within which purchasing can be found.
II) The term procurement is the act of obtaining or buying goods and services. The process includes preparation and processing of a demand as well as the end receipt and approval of payment. It often involves
(1) purchase planning,
(2) standards determination, 
(3) specifications development, 
(4) supplier research and selection, 
(5) value analysis, 
(6) financing, 
(7) price negotiation, 
(8) making the purchase, 
(9) supply contract administration, 
(10) inventory control and stores, and 
(11) disposals and other related functions. 
The process of procurement is often part of a company's strategy because the ability to purchase certain materials will determine if operations will continue.  A business will not be able to survive if its price of procurement is more than the profit it makes on selling the actual product.
III)  Procurement is vital. If we take a wider view, 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 customers desire in a product, and it passes messages forwards to declare what suppliers have accessible. Then it negotiates conditions for delivery. If we take a more limited view, procurement is clearly an essential function within every organisation. We know that each organisation requires some supply of materials and procurement is responsible for organising this. If procurement is carried out badly, materials do not arrive, or the wrong materials are delivered, in the wrong quantities, at the wrong time, with poor quality, at too high price, low customer service, and so on.
IV) The most significant element of procurement is searching and choosing the right supplier. There is no point in having an elegant product, if the supplier cannot in point of fact deliver it... You will consider two factors. First, a product design that meets your needs, second, a seller who can promise to deliver the product as designed. In other words, the seller must be able of doing the work, giving high quality, working to a timetable, with satisfactory costs, and so on. An advertised time of four hours for a train journey may appear a good service, but it has less worth if the train operator cannot really deliver this. Procurement begins by finding a capable supplier. This is one who can in fact deliver the materials required. In general, organisations search for suppliers who: Are financially safe with good long-standing prospects ;Have the aptitude and competence to supply the essential materials; Precisely deliver the requested materials; Send materials which are high quality; Deliver reliably, on time with little lead times; Quote satisfactory prices and financing arrangements; Are flexible to customers’ demands and changes;  are knowledgeable and have skill in their products;  have earned an excellent reputation;  Use expedient and simple procurement systems and have been used effectively in the past and can expand long-term relationships.
V) e-Procurement or electronic procurement refers to the process of purchase and sale of goods or services through electronic methods, primarily the Internet. It is an alternative to the manual process of procurement, and is certainly superior to the latter in many respects. Organisations are increasingly opting for e-Procurement platforms, realizing its potential to curb irregularities and unnecessary costs. Supply Chain Management is vital for any business. Organisations invest a lot of resources in the process of procuring goods, services and raw materials. So, an efficient and stream lined procurement process is a huge advantage for businesses. e-Procurement consists of Indent Management, RFX creation, e-Tendering, e-Auctioning, Vendor Management and Contract Management among other processes. An e-Procurement solution can automate the whole process, thus saving the organisations from the hassle and irregularities involved in manual procurement. e-Procurement portals are designed for users to register as a buyer or supplier, submit all the relevant documents online and take part in the tendering process.
VI) The overall objective of procurement is to assure that a business has a consistent supply of materials. With this superseding aim, we can widen the following list of more direct goals: organising a consistent and continuous flow of materials into a business; working directly with user departments, establishing relationships, and understanding their requirements; finding good suppliers, working directly with them, and developing beneficial relationships; buying the correct materials and ensuring that they have satisfactory quality, arrive at the time and place required, and meet any other needs; negotiating best prices and terms and conditions; keeping stock low, considering stock policies, investment, readily available materials, and so on; moving materials rapidly through the supply chain or expediting deliveries when essential; and keeping abreast of conditions, including pending price increment, scarcities, new products, and so on.
VII) The most common manufacturing strategies are Make – to - Plan (MTP), Make - to – Order (MTO), and Assemble – to - Order (ATO). MTP also stands for Make – to – Stock (MTS). As a common rule, MTP strategies are a trait of industries exploiting economy of scale that arises from long production runs. Important finished goods inventory is normally manufactured in expectation of future consumer requirements. The logistical necessities to support MTP are warehousing ability to accumulate finished product and to assist product variety for particular customers. When flexible manufacturing is launched to speed up change over, the inventory lots formed are normally smaller in size. However, warehouses are still necessary for short-term storage and to assist product variety. In comparison, MTO manufacturing strategies look for manufacturing to customer requirement. While MTO might not be as imperfect as the conventional job shop, precise quantities and configurations are shaped in comparatively small quantities. Logistical ability might be required for provisional storage and to attain outbound transportation consolidation, however most product produced in MTO surroundings is shipped straight to customers.

Assessment 2

The procurement cycle describes the step-by-step process used for identifying the requirement for the company to retrieve the product or contract. Both public and corporate funds must be managed responsibly when going through this cycle. The procurement cycle is an important process to follow as it ensures management successfully meets their set goals.
Step 1: Need Recognition
The business must firstly identify the need for a new product. It could be sourced from either internal or external sources. The need from the company may be to reorder a product or it could be a new item completely. It is important to identify the need for a product so the process can be managed efficiently and effectively through the procurement cycle.
Step 2: Specific Need 
Finding the right product or market for the company is a highly important step in the cycle. There are often standards put in place in some of the industries in order to determine the specifications required, while others have no point of reference to look upon. There is the possibility that the company has ordered the product in the past but if not, then they must specify which product they want using identifying factors such as colour, packaging and weight. Having specifications in place will make this process easier. Then there is the need for researching the marketplace, scoping out the positioning of a product will identify potential competitors in the marketplace.
Step 3: Source Options and Plans
The next step in the process is finding out where the product can be obtained. The company may use a list of approved vendors to find somewhere that can source the product. If this is not the case, then the business will have to find a supplier using purchase orders or research other sources, for example magazines, the internet or using sales representatives. The company will then develop a strategy and follow through with the supplier that gives the best product or service for the business, to fulfill their need.
Step 4: Price and Terms
The business will then move on to determining the best price and terms for the product they require. This often depends on the needs of the company, the products they already have in stock or specialised materials they require. Following the process, it is normally recommended for the business to look at three different suppliers (market engagement) before they come to making a final decision. It is important for the company to look around to see if they can find a good deal for the products they require. Researching different brands will allow them to find the best deal and terms that match the product or service they are looking to acquire.
Step 5: Purchase Order
The purchase order is put in place to allow for materials to be purchased from the seller to the buyer. It will specifically define the price and all the specifications of the product. The purchase order will also feature all of the terms and conditions of the product and services, which must be read by the buyer. The purchase order will also show any additional obligations. It is vital this is read properly to identify any errors.
Step 6: Delivery
The next step requires the purchase order to be delivered. This is typically done by fax, mail, email or personally by the supplier. Often the specific delivery method is written in the purchasing documents sent to the buyer. The buyer will then acknowledge the receipt of the purchase order and both parties will keep a copy of it in case of needing it in the future.
Step 7: Expediting
This step in the procurement process addresses the timeliness of the service or materials that have been delivered to the company. This is a particularly important part of the process, especially if there are any delays in the delivery. Issues often noted in this step of the process include payment dates, delivery times and completion of the work.
Step 8: Receipt and Inspection of Purchases
Once the products have been delivered, the buyer must accept or reject the items. If the items are accepted, it means the company is responsible for paying for them. It is important that the products are inspected thoroughly to check they are up the standard expected from them. If they are not happy with the quality then they must contact the supplier to rectify the issue.
Step 9: Invoice Approval and Payment
There are three important documents, which must match the invoice request payment. These are the invoice itself, the receiving document and the original purchase order. These documents are agreed and confirmed from both the receiver and supplier in order to finish the process of buying new products. Any problems in this step must be resolved before the recipient goes forward to pay the cost of the products ordered. Payment for the product is most typically through cases, credit letters, checks, bank transfers or other types of electronic transfers.
Step 10: Record Maintenance
It is vital that the company retains all proper records in the case of audits happening. These include any purchase records, which can be used to verify any tax information and purchase orders to confirm the warranty information provided with the products. Purchase records also provide information for future purchases such as if products want to be reordered. This means the procurement cycle will start from the beginning again.
[bookmark: _GoBack]As you can see, the cycle provides a clear structure and important steps to follow. Identifying, conducting analysis, selecting, managing, performing and reviewing are highlighted throughout.

Assessment 3
Supplier Rating or Vendor Rating is usually done casually by a skewed review; sometimes there are multifaceted measures for each feature of performance. Most organisations employ a negotiation that gives a sensible view of performance, and requires a rational amount of effort. One general approach utilizes 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. If the supplier does not meet any principle the consumer has to examine improvements or look for new sources. The objective is not truly to substitute particular suppliers, but to check performance, recognise 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. A more practical approach to score gives the seller a score for diverse aspects of performance. They may, for instance, give each supplier a score out of ten for on-time delivery, and if a supplier’s score drifts down below eight the consumer can consider ways of improving performance. Although this method sounds believable, there can have substantial difficulties. How, for instance, can you recognise 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. The result is a skewed view that might be useful, but contains little objective measurement. Once a company has decided what it is going to evaluate, the next step is to establish how it will evaluate the performance of the supplier. There are many ways to do this and some are more costly, time consuming, and resource intensive than others. By quantifying the level of risk and the projected benefit of a method of evaluation, company personnel can determine the most appropriate method or combination of methods that should be used. Some methods that companies commonly use to evaluate and measure supplier performance include:
· Site visits
· Paper supplier questionnaires
· Web based supplier questionnaires
· Organizing existing data
· Internal questionnaires
· Requiring external certifications
· Developing own certifications
· Third party reviews
· Phone call with a supplier
· Independent ratings
· Contacts with other supplier customers

Companies must also decide how and when to use these methods. It is important that some of the least costly methods are done frequently in order to obtain updated risk assessments and scorecards. If done correctly, this will also help the company stay apprised of important developments before they become a problem. Some of the more costly methods like site visits should be done less frequently. However, for important, high-risk suppliers, site visits are an important tool and makes it easier to accurately assess the supplier's ability to perform. Other reviews and certifications can provide a company with an additional level of comfort with the suppliers business and processes.
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