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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. 
	
Question 1.

I. Purchasing:
To obtain, by paying money or its equivalent, to buy for a price.  The system used to acquire materials.

II. Procurement:
Procurement is the business management function that ensures identification, sourcing, access and management of the external resources that an organisation needs or may need to fulfil its strategic objectives. Purchasing is one form of procurement.  Other forms of procurement are rental, lease hire, contracting etc.                                                                                                        

III. The importance of procurement in a supply chain:  
Procurement is a key factor in helping businesses to achieve and maintain a competitive edge.  
Procurement works to improve the organisation's profitability by streamlining processes, reducing raw material prices and costs, and identifying better sources of supply.

IV. Qualified Suppliers:
Capable suppliers who can deliver the required materials.
Generally suppliers who:
i. Are financially secure and have good long-standing prospects.
                                                                                                         David Robinson
                                                                                               Student Number: 3361
		Assignment Number: Five
		                                                                              Page Number: Two

ii. Have the ability and capacity to supply the necessary materials
iii. Can accurately deliver the requested materials.
iv. Send materials of guaranteed high quality.
v. Deliver reliably on time in full with short lead times.
vi. Have acceptable prices, payment terms and finance arrangements.
vii. Are flexible to customers’ needs and changes.
viii. Are experienced and have expertise in their product.
ix. Have earned an excellent reputation.
x. Have convenient and easy procurement systems.
xi. Have been used successfully in the past and can develop long-term relationships.

V. e-procurement:  
Electronic procurement is the business-to-business (B2B) or business-to-consumer (B2C) purchase and sale of supplies, work, and services through the Internet and other information and networking systems.

VI. The main aims of procurement: 
i. To organise a consistent and continuous flow of materials into a business.
ii. Work directly with other departments to establish relationships and understanding of their requirements.
iii. To find good suppliers, to work directly with them and establish beneficial relationships.
iv. To purchase the correct materials in the right quantity and quality and for them to be at the place at the right time.
v. To negotiate best prices, terms and conditions.
vi. To consider stock policies, investment, material at hand, stock levels etc.
vii. To move material in a timely manner through the supply chain and expedite deliveries when essential.
viii. Keep up to date with conditions such as pending price increments, shortage of materials, new product lines etc.
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VII. Common manufacturing strategies:
i. Make – to – Plan (MTP). Is a production strategy that is used by businesses to match production and inventory with consumer demand forecasts. This method requires an accurate forecast of demand in order to determine how much stock is to be produced. If demand for the product can be accurately forecasted then this strategy is an efficient choice for production.  
Also known as Make – to – Stock (MTS).

ii. Make – to – Order (MTO). Is a business production strategy that characteristically allows consumers to purchase products that are customized to their specific requirements / specifications. This strategy only manufactures the product once the customer places the order, which creates additional lead-time, but allows for more flexible customization compared to purchasing directly from retailers' shelves. 

iii. Assemble – to – Order (ATO).  A production strategy whereby a company stocks the basic components for a product based on demand forecasts.  These components are not assembled until the customer places an order. This allows for order customization. 
                                                                                           
                                                                                    
Question 2.   The Procurement Cycle:

The procurement cycle illustrates the process requirements of acquiring goods, works and services and identifies the key stages needed to deliver a successful procurement project from initiation through to contract conclusion.
Step 1: Need
The company identifies the need for a product.  The product may be one that needs to be re-ordered, or it may be a new item for the company.
Step 2: Specific Needs
The correct product is crucial for the company. Some industries have specific standards or specifications. The company may have purchased the product in the past. If this is not the case, then the business must specify the required product by using various identifiers such as size or weight, material grade etc.
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Step 3: Sourcing Options
Determine where to obtain the product. From an approved vendor list or by searching for a supplier. 
Step 4: Price and Terms
Determine the best price and terms for the product. 
Step 5: Purchase Order
The purchase order is issued. It precisely outlines the price, specifications and terms and conditions of the product or service and any additional requirements such as delivery under incoterms.
Step 6: Delivery of the Purchase Order
The purchase order is delivered to the supplier.  The recipient then acknowledges receipt of the purchase order. Both parties keep a copy on file.
Step 7: Receipt and Inspection of Purchases
Once the supplier delivers the product, the recipient accepts or rejects the items. Acceptance of the items obligates the company to pay for them.
Step 8: Invoice and Payment
The invoice, delivery documents and original purchase order must match prior to an invoice being paid.  Any discrepancies must be resolved before the recipient pays the bill.                  
                                                                                                                                     
                                                                                                       
Question 3.  Approaches used to monitor the performance of suppliers:  

Companies asses their suppliers to confirm that they give a satisfactory service.  This is known as ‘Supplier Rating’ or ‘Vendor Rating’.  

Assessments can be carried out in numerous ways; a general approach is to use a checklist of specific factors and checks that a supplier has to meet in order to be classed as suitable.  

Checks could relate to the quality of the material supplied, rejects / defective material, cost, lead-time, delivered on time in full, is the supplier performing in line with the contract and any SLA’s or KPI’s that are contained within the contract etc.
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Any issues that are highlighted from such reviews should be addressed as soon as possible; it may transpire that by working together to resolve a problem may result in an alternative way of working that is beneficial to both parties.

Additionally there are now software packages that can be purchased to evaluate a supplier’s performance.

To quote Metricstream (www.metricstream.com) a supplier of one such software package:

The solution delivers complete visibility into supplier performance, helping companies proactively identify areas of concern, minimize the Cost of Poor Quality (COPQ), reduce order cycle time, improve supplier productivity and efficiency, and align supplier performance with organizational objectives. Supplier data can be easily rolled up from across business units, enabling stakeholders to track supplier performance at the enterprise level in real time, and to make informed sourcing decisions. The solution also integrates supplier performance metrics with supplier risk management, quality management, and compliance management information, providing a well-rounded profile of each supplier.
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