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1

i. Purchasing is the system that initiates and regulates the flow of materials throughout the supply chain. It is the accountable task for all the materials that are required within an organization. Some people will refer to purchasing and procurement as the same thing but procurement tends to have a wider meaning. Purchasing usually refers to the physical buying process. 

ii. Procurement looks after the materials (direct or indirect) that are needed by a business. It concerns all the activities required to obtain goods, services and any other materials from a suppliers. Procurement does not manage the physical movement. Procurement provides messages to the business that materials are required and then deals with all the necessary activities surrounding the change of ownership and subsequent change of location. It is normally the transport within an organization that will arrange the delivery. Procurement therefore mainly surrounds the gathering of data from various areas of an organization, analyses the data, and subsequently supplies the information to the supply chain. 

iii. Procurement within the supply chain is important because it provides the connection between businesses within the supply chain and provides a platform for coordinating the movement of materials between suppliers and consumers. Throughout the supply chain procurement is understanding what customers are looking for in a product and what suppliers are able to provide. Once these parameters have been understood procurement will then negotiate the conditions for the delivery of the product or services.

iv. Qualified suppliers (capable suppliers) are providers of materials or services that are able to provide the materials or services that fulfill a number of criteria which are commonly consist of the below (although not all may be applied to each supplier) and the below is not exhaustive:

· Financially stable
· Have the competence / knowledge to supply the materials needed
· Deliver exactly what is required 
· Have high quality materials / services 
· Are reliable with regards to being on time and with promised lead times 
· Have satisfactory pricing and payment terms
· Offer flexibility
· Are experts in their own products
· Have an excellent reputation
· Use quick and simple procurement systems
· Have a proven track record and are able to expand long term relationships

v. E-Procurement refers to the term electronic-procurement and is normally seen in two categories being 
· B2B – business to business (one company buys from another company e.g. a company buying raw materials from a supplier
 
· B2C – business to consumer (an end customer buys from a business e.g McDonalds selling to the end consumer

B2C can have its challenges because some consumers may want to actually handle, see, or try on the product they want to purchase. Furthermore people may not like the idea of purchasing online due to the various things one has to do e.g fill in forms, provide credit card details, wait for the product, and then perhaps the frustration involved if a consumer has to return a product. 

vi. The main aim of procurement is to ensure a business has a consistent supply of materials but under this overarching goal there are a number of wider goals being:
· Ensuring the consistent and continuous flow of materials into a business 
· Working with the various areas of a business to understand their needs and building relationships
· Identifying the best suppliers, working with them and subsequently building beneficial relationships
· Buying the needed materials and ensuring that they are delivered on time, to the right place and at the agreed standard of quality and any other aspects that have been agreed
· Negotiating the best prices, terms and conditions
· Keeping stock low, considering stock policies, investment guidelines
· Moving materials through the supply chain and speeding up deliveries when required 
· Maintaining a close eye on conditions, potential forthcoming price increases, scarcities, new products, other things that might affect a suppliers ability to provide services

vii. Manufacturing strategies differ between organizations but some of the most common strategies are:
· MTP – Make to Plan is common with industries exploiting economies of scale that arises from long production runs. Finished goods are manufactured in expectance of future consumer demands and requires logistics to provide the warehousing for finished products. It can also be known as MTS being Make to Stock
· MTO – Make to Order is manufacturing to customer requirements. This strategy normally involves manufacturing in exact quantities and configurations and in smaller job lots. Products manufactured may only be stored for a short period as an MTO strategy would look to ship products directly to the customers.
· ATO –Assemble to order relates to products that have been ordered by customers are produced quickly and can be customized to the customers wishes. E.g The strategy requires that the basic parts for the product are already manufactured but not yet assembled. Once an order is received, the parts are assembled quickly and sent to the customer.

2. 

A typical procurement cycle normally follows the following process:

The user department
· Discovers a need for materials that are required
· Examines a materials accessible and prepares specifications
· Checks departmental financial plans and obtains where required permission to purchase
· Prepares and sends a purchase request to the procurement department
** key documents are the specifications and the purchase request

The procurement department
· Checks and verifies and controls the purchase request
· Examines the materials requested and looks at current stocks, substitute products, production options. After discussions or negotiations with the user department it will draw up a shortlist of preferred suppliers or those known to be able to provide the product or service required
· Sends a request for quotation to the suppliers identified

All Suppliers 
· Checks the request for quotation
· Checks the customer’s status, credit etc. (due diligence)
· Understands how it can best cater for the order 
· Provides a quotation which includes details of the products / services they will provide and to which prices, terms and conditions

The procurement department 
· Checks and evaluates the quotations submitted
· Gives feedback to the user department
· Checks budget details and ensures there is permission to purchase
· Chooses the most suitable supplier
· Discusses and consults on the terms and conditions with the supplier
· Issues a purchase order for the materials ensuring the terms and conditions are also attached

The selected supplier
· Receives and confirms receipt of the purchase order and processes the buying order
· Organizes the internal operations to provide the services / products
· Ships the material and sends a shipping advice
· Sends an invoice
** Delivery terms may not be DDP for example – they may well be ex-works in which case it would be the buyer that organizes the shipping

The procurement department
· Acknowledges receipt
· Tracks progress of shipment
· Receives the material, organizes the quality control and accept the materials
· Informs the user department of receipt

3. 

There are different approaches used to monitor supplier performance which is commonly known as Supplier Rating or Vendor Rating.

Suppliers and Purchases will normally during negotiation agree on a set of parameters that will measure the performance of a supplier. Some of the factors taken into consideration may be as follows and some of the below may be named KPI’s.

· Financially and economically sound
· On time delivery
· Depending on value of product providing support
· Whether the price is competitive
· Number of quality concerns / returns
· Incorrect invoicing
· QHSE concerns (e.g. a trucking company that is providing services)
· Quantity of material receipts processed (a 3PL that promises to process a certain amount of material receipts per day)
· Orders processed (e.g. a 3PL that promises to process orders within an agreed time frame) 
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