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ASSIGNMENT 10

1. Answer the following Questions: (20) 
               
i. What is vendor management? Describe its essential components. 

Vendor management seeks to identify the right sources, undertake selection of sources of supply, and develop the sources selected. 

Choosing and identifying the Right Source.

 The choice of a particular source can have a negative or positive effect on the organization seeking to make purchases from the source. It is the duty of the purchase manager to identify the right source and manage the company’s relationship with that source to ensure that items purchased are delivered on time, at the right price and to the highest possible standard. An ideal vendor source must meet the following criteria:


i. The vendor must be capable of fulfilling purchase orders at the right price. Items should be of high quality. The vendor should also be in a position to deal with emergency situations such as providing credit facilities and should make constant improvements to services and items being purchased.





 
ii.  There must be sufficient competition in the market to encourage the provision of high-quality products and fair pricing.


Vendor Registration and Development.

 The selected vendor(s) must be registered by the buyer organization. During the process of registration, a comprehensive questionnaire is sent to the vendors for them to provide details on all aspects of their business. It is important to discuss the intention of this questionnaire with the suppliers to make them aware of what is expected of them. Details collected are kept on secure databases and should be well guarded to ensure confidentiality.



ii. Outline the various factors considered for the identification of right source of supply at micro and macro level. 

Points to consider when identifying the right source at the macro level: 

(a) Identify which items are being procured nationally and internationally using single sources. 

(b) Identify alternative suppliers or vendors to consider. 


(c) What strategies need to be adopted to develop sources to provide high-quality products? 

(d) Identify strategies to reduce risks associated with supply monopolies. 


(e) Determine whether all sources of supply have been identified.
 
(f) What are the main elements that make up the cost of items? 


(g) Can the supply cost of components be forecasted for the next year? 

(h) What events are likely to affect potential vendors in the years ahead?

 
(i) What will be the effect of the entry or exit of major suppliers to these vendors with regard to pricing in the market?

 (j) Will changing prices influence manufacturing costs? 





Micro level points to address in finding the right source include the following: 

(a) Obtaining and studying past records of the supplier.
 
(b) Obtaining information on the financial standing of the supplier from their balance sheet
 
(c) Determining suppliers’ capacity and flexibility to expand in the future
 
(d) Records on delivery lead time and delays 

(e) Willingness of the supplier to work on the buyer’s terms, conditions, quality specifications and other pertinent issues such as offering warranties for items purchased
 
(f) The supplier’s capacity to deal with emergency requests for the supply of items
 
(g) The level of expertise of supplier’s production staff 

(h) Information on the break-even points of manufacturing units 

(i) Overall efficiency and reliability of supplier’s company 

(j) How innovative are the suppliers and their staff?



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

 Vendor rating is an exercise carried out to determine who of a group of selected suppliers is providing quality products, at the right price, and with the capacity to deliver at the right time. Vendors may also develop their own rating system for each buyer. It’s aimed at identifying the right vendor for a client for a supplies engagement.

Advantages of vendor rating.

It saves time and money for the buyer and provides value for money due to the high-quality suppliers of high-quality products. 

It promotes good business practices by ensuring transparency and objectivity while        
eliminating negative practices such as nepotism, favoritism and corruption. 
 
 Vendor rating puts the company on a good standing with vendors and other businesses. iv. It provides the opportunity to find the best available vendor using a wide range of assessment tools. 

 It provides the right platform to appreciate vendors who supply quality items and improves the relationship between the buyer and the supplier. 

 Competition is ignited between suppliers to promote quality improvements. vii. It is the best method of fairly distributing businesses or contracts. 

Vendor rating provides a fairer platform to discriminate between classes of vendors when making decisions. 

 Vendors can learn about the effectiveness of their business models by comparing their performances with their competitors in terms of lead times, technical assistance, pricing, etc.

Disadvantages of vendor rating.

It can be a costly exercise but worthwhile considering the outcome.

Requires a very high level of ethical standards which might not be the case in real life experience.

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


The ISO 9000 Certification is an internationally recognized accreditation for quality delivery in respect to the particular area of operation of the company in question. It’s a guarantee of quality service delivery that a client can expect from such a supplier and a measure of difference from others that do not have this accreditation. It’s a confirmation of quality adherence that may be required by some clients.


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

[bookmark: _GoBack]Anyone purchasing goods and services on an organizations behalf should have sufficient knowledge in contract law considering the number and diversity of contracts he/she is prone to and also to be able to know where the pit falls may be so to seek expert legal opinion in a timely manner. Hence legal issues are an essential area of training especially for those involved in purchasing and procurement.

 2.         ' Training is the best method to shorten the learning curve." Discuss (10)

            The learning cycle shows that, when tackling a task for the first time, it takes longer to find solutions or accomplish the task. After some time has elapsed, the person performing the task becomes more proficient at executing the task and the time taken reduces considerably. Figure 10.2 shows a graph of the time spent on tasks versus the number of times the tasks have been performed. Figure: 10.2 The Learning Curve Learning about material management follows a similar pattern to the curve. The beginning is usually slow but with experience all aspects begin to function more efficiently and shorter times are required to accomplish objectives. The curve is applicable to individual working at the department and can also be applied to the entire management department by summing up individual curves. 

Pitfalls of the Learning Curve A learning curve is expected to be applied not to items and actions but to ‘situations, attitudes, problems or negotiations’. 

A material manager’s duties include consideration of the following:

 (a) In what ways can the learning process reduce material costs? 

(b) In what ways can the learning process be used to negotiate prices with vendors? 

(c) At what point might a new recruit be allowed to perform tasks without supervision? 

 (d) How can one shorten the learning curve? 

(e) What is the time taken by new systems to attain steady state? 

The learning curve shows that no system or person starts functioning at the optimum level from the beginning of employment. There is a natural learning process that follows the learning curve. 

The nature of the curve (steeper or shallower) depends on the nature of training policies deployed by an organization. A steeper learning curve indicates a fast learning process. Conversely, a shallow curve means that a slow leaning process is occurring. Factors that affect the learning process include: I. Personality Traits: it is desirable to have individuals who are keen to learn new things and have a thirst for knowledge ii. The Atmosphere Prevailing in the Company or Department: the influence of the manager on the workers to motivate them for growth, the availability of a well-stocked library, general opportunities to grow with the company iii. Training Programs: the availability of relevant training programs shortens the learning curve of the three points mentioned above, training has been found to have more influence on the learning process of employees. The prevailing atmosphere also has a certain effect but not as much as the training aspect. This means that the company has the leeway in promoting these two avenues of learning because they fall under the company’s control, unlike the personality trait which is beyond its control. Training facilitates the shortening of the learning curve more than the other two factors, and managers should focus on providing the best available methods of training staff in order to improve productivity.
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