Procurement Management
Assessment #3
1. Give brief answers for the following questions:
i. What is purchasing?
· The activity of acquiring goods or services to accomplish the goals of an organization. The objectives of purchasing are to maintain the quality and value, minimize cash tied-up in inventory, maintain the flow of inputs to maintain the flow of outputs, and strengthen the organization’s competitive position.


ii. Define the term ‘procurement’?
· Procurement, id the act of obtaining or buying goods and services. The process includes preparation and processing of a demand as well as the end receipt and approval of payment.

iii. What is the importance of procurement in a supply chain?
· The importance of procurement in supply chain is:
Manage organizations spending;
Support operations by ensuring the timely acquisition of high quality, low cost, inputs and raw materials to be converted into products and services purchased;
Protect the organization from risk by deploying risk management methodologies such as failure mode and effects analysis (FMEA).


iv. Who are qualified suppliers?
· Supplier selection and evaluation are processes that can take some time and energy but the effort will be rewarded when the product or services needed are supplied in a timely and cost-effective way.
The first step is supplier selection is often research, particularly if the item or service has not been purchased before.
· Discuss your purchase with the procurement team;
· Check on-line resources;
· Consult the yellow pages for local suppliers;
· Consult professional journals, directories and supplier catalogues;
· Talk with colleagues.
· Once the list of potential suppliers has been determined, begin to evaluate their capabilities. It is also a good practice to investigate the financial stability of the supplier.

v. What is e-procurement?
· E-procurement, is the business-to-business or business-to-customer purchase and sale of supplies, work and services through the internet as well as other information.
vi. Outline the main aims of procurement.
· The main aims are:
· Planning;
· Selection;
· Value for money;
· Open and effective competition;
· Ethics and fair dealing;
· Accountability;
· Equality.


vii. Outline some common manufacturing strategies.
· The most common manufacturing strategies are:
· Quality – Manufacturing products with high quality and performance standards;
· Delivery – Reliable and fast delivery of products;
· Cost – Production and distribution of the product at low cost.
· Flexibility – Ability to handle volume and product mix change.




2. Describe the procurement cycle in details.
· The procurement cycle can be defined as the cyclical process of key steps when procuring goods or services. This interactive tool is strategically developed to guide.
· 10 steps of procurement cycle:
· Needs recognition – The purchasing department and management of the company must understand and figure out the needs a new product development from the internal and external sources;
· Specific need – The right product is quite important and crucial;
· Source options – The next step involves that the company needs to determine the sources from where to obtain the product;
· Price and Terms – Investigate all relevant and vital information to determine the best price and terms for the product;
· Purchase order – Formal document and is used to buy materials between a buyer and seller;
· Delivery – The purchase order must be delivered, usually by the means of e-mail or personal delivery;
· Expediting – The expedition stage of the purchase order addresses the timelines of the materials delivered;
· Final receipt and inspection of purchase – Once the vendor delivers the product, the recipient company accepts or rejects. Acceptance of the items receives obligates the company to pay for them to the vendor;
· Invoice approval and final payment;
· Record maintenance – In case of audits and other accounting procedures, the company must maintain proper records for the proper evaluation.

3. Which approaches are used to monitor the performance of suppliers?
· Approaches used to monitor the performance of suppliers are:
· Capacity ( does the organization control its process and flexibility);
· Competency (are the organization, its people or its process competent?);
· Consistency;
· Control of process (can the organization control its process and offer flexibility?);
· Commitment to quality (does the organization effectively monitor and manage quality?);
· Cash (does the organization have a strong enough financial base?);
· Cost (is the product or service offered ate competitive price?);
· Culture (are the supplier and buyer cultures compatible?);
· Clean (is the organization ethical, funded legitimately?);
· Communication efficiency (does the organization have support technology of information, integration to support collaboration and co-ordination in the supply chain?).
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