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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. 
	
What is purchasing?
In its simplest form purchasing is the acquisition of goods or services. In terms of a business it is acquiring the goods that are needed for an organisation to be able to meet its goals. Whilst purchasing and procurement are terms that are often used interchangeably, they are not the same thing. Whilst procurement is the whole process of gaining goods, purchasing relates to the buying and paying for of goods.  A business will buy goods from its suppliers, do something to it to make it worth more money and then sell it on to its consumers at a profit. This means that goods are being moved throughout the entire supply chain and the start of this movement always involves purchasing goods. This involves a business informing a seller that they have agreed on the terms of purchase so that they can be sent the goods and pay the seller. Not every purchase will be a standard acquisition of goods. Some purchases will involve renting of goods or contracting in services as an example.


What is the importance of procurement in supply chain?
Procurement is important within the supply chain because it forms an essential link between the various businesses within that particular supply chain.  It provides a system that allows for a company to coordinate the movement of goods throughout the supply chain from supplier to customer. Throughout each point in the supply chain a good procurement system will be sending messages to suppliers about what a customer needs and then returning messages back to the customer about whether a supplier can meet their needs. Procurement also negotiates the delivery of goods. This makes it a vital part of the supply chain within every company, because every company will need to be supplied with either goods or services as some point. Procurement is vital for ensuring that this happens, and happens efficiently.  Failure to do this would cause a complete breakdown in the supply chain as goods would not arrive, could be incorrect and end up causing problems for both the organisation and the customer. Having an efficient procurement process also reduces the cost of purchasing goods for a business and will allow for increased profit. 


Describe the procurement cycle in detail.
There are various steps in the procurement cycle that most organisations will follow. These will be followed once a company has chosen who will be supplying them with the goods that they require. This supplier will have been chosen after considering who will best meet the needs of the organisation after considering various factors such as cost, quality and speed of delivery. Most businesses will have a similar approach to procurement: 
1) User department: 
· Learns of the need to acquire particular materials
· Researches which materials are available and prepares the specifications for them
· Checks that the department can afford to buy them and then gets authorisation to purchase the goods
· Prepares the request to purchase goods and sends it to the relevant department
2) Procurement:
· Gets the purchase request from the company and verifies it
· Checks the goods ordered, stock levels and if necessary substitute products for what has been ordered. Also looks into production options
· After looking into the various options decides with the user department  decides on the best supplier and will send of requests for quotes
3)  Every Supplier
· Looks at the request for a quote
· Performs checks on the customer including credit checks
· Checks to see whether it can fulfil the order
· Sends a quote back to the business with details of the cost, terms of business and what products have been offered.
4) Procurement
· Checks quotations received and decides which one is best
· Discusses the quotes with the user department
· Checks that the cost is within budget and that there is authorisation to purchase
· Chooses the supplier with the best quote
· Discusses the terms and conditions of the purchase with the seller and then confirms the purchase
· Issues the purchase order of the goods
5) Selected Supplier
· Receives order and process it
· Organises all processes necessary to fulfil order
· Ships goods (complete with shipping advice)
· Sends invoice to business
6) Procurement	
· Acknowledges receipt of goods
· Will do any necessary follow up after receiving goods
· Examines and accepts the goods
· Informs the user department that the goods have been delivered
7) User Department
· Receives and inspects the goods
· Authorises the purchase to be taken from their budget
· Updates the goods into stock records
· Uses the goods 
8) Procurement
· Arranges to pay the supplier
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