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Assessment 10

1. Vendor Management - Procurement

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

Vendor Management is the control of procurement to acquire the raw materials,equipment and components for it’s organisation ensuring the best deal,quality and the quality of service is unhindered in order for the business to perform it’s duties and services. By controlling cost - sourcing the right material - adding value to money - researching and testing -negotiate contracts - manage relationships with suppliers -obtain quality assurance - Nationally and Internationally it provides the backbone to the business and enhances the organisations performance which are essential components to any business.

ii. The various factors considered for the identification of right source of supply at

micro and macro level.

Factors for consideration

Strategy -Macro level 


a) Sourcing all alternative vendors Nationally and Internationally to provide the materials 

and components


b)Identify risks from natural disasters ( if out-sourced abroad) that can impact the supply 
chain link (high risk zones)


c)The capability of being able to forecast and determine future expenditure on components


d)Understanding and Knowledge of the economical climate,tax levies and importation and 
its effects on supplier cost ,fluctuations in price.

Supplier Screening -Micro Level


a) to review past historical information of the supplier performance


b)Financial stability gained from year end results (balance sheets)


c)Identify the supplier strengths and weakness.


d)The vendors reliability


e)Valuate the vendors being able to deliver,their capacity and dealing with over demand or 
emergency supply.

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

Vendor rating is the valuation of a supplier,their historical performance ,delivery,lead time,supplier screening,being reputable and fair price matched with quality and assurances in order to ascertain the best selection to drive the organisations business operations and profits. By reviewing the criteria in an arrangement of high to low priority checklist can determine if a vendor suits the needs of the company. The process will narrow down suitable candidates. There are various methods used and previously stated to measure and help the selection process such as Weighted Factor Method this example divided into columns Technical,Financial,Managerial and Service then listed by priority, the criteria such as Pricing,Development,Quality,Delivery,if the vendor has ISO 9000 customer service etc.then adding a point system.

A vendor rating can determine the selection however a vendor evaluation is the process of reviewing a vendor after the product has been delivered or the service provided.Did it meet expectation? and is there any areas that need to be addressed?.  These Key performance indicators (within a specified time) is captured for reference and tools for management to resolve. 

The disadvantages of vendor rating  is the time it takes to collate the information,investigate and reduce the potential candidates,which is all very time consuming.

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

ISO 9000 is an International standard on quality management and quality assurance. The certification does not guarantee product quality but provides evidence that an organisation through documentation,quality control,audits,competence, conformity, the awareness to continue improvement to meet clients needs and expectations will add value to the company by reputation and raised profile. This management system through this certification and by demonstration gives confidence to potential clients and makes the company more marketable.

Without being certified a company may miss out on opportunity to tender and trade with companies. 

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

There is very good reason to understand the legal aspect of any contractual agreement which should be passed through lawyer or legal representative prior to signing the bottom line or placing an order.

The risk factor in making the wrong decision can lead to prosecution,fines or the company license being revoked.

Firstly, there is government legislation and regulations  against certain material (ie wood) that has to be sourced from a sustainable source and proven evidence that this has been the case. In addition due to global embargos against certain countries it is forbidden to have trade links. 

Another factor is that there are some materials that are classed as high risk and not environmentally friendly which has to be licensed and proven that it is transported,handled and stored within the guidelines.By understanding the legal requirements and notorisation of such contracts which can have some clauses such as Force Majure, the right to offset against a third party or payment terms that could exceed 30 days could put a strain on a company cash flow. Is also advisable to have an exit plan or short term agreement that can be addressed when negotiating a contract. Close attention to detail should be fundamentally important as well as the legal aspect especially as a contract is a mutual agreement between parties that is an enforceable and binding that all parties have committed to. The Sale of Goods act (uk) provides remedies if a promise is breached.

2. ‘Training is the best method to shorten the learning curve.” Discuss

The learning curve is the cycle of events of what was good and what was bad progressively moving forward and as it grows in knowledge it lessens in time to resolve the problem by finding solutions.

The experience gained is beneficial which is why the information should be shared to help prevent any re-occurrence and at times of staff changes being lost.

By providing training,tool box talks ,measuring skill sets and provide clear lines of rules,procedures,objectives and process maps shortens the learning curve.

As technology and the global market changes an awareness of the need for continued training is apparent in the majority of companies and given this opportunity aids with employee development and morale which raises the company profile and help drives efficiency.
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