[image: BOLC_Logo]                                                                  
   Assignment Cover Sheet





	Student Name:
	TAEGYUN LEE

	Student Number:
	5330

	Course:
	Diploma in Logistics & Supply Chain Management (Level 4)

	Assignment NO:
	ASSESSMENT # 5



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. 
	Give brief answers for the following questions: (14)
i. What is purchasing? 
Purchasing is the task that takes responsibility for acquiring all the materials requisite by an organisation.
ii. Define the term ‘procurement.’ 
It can consist of different kinds of acquisition (rental, purchasing, contracting and so on) as well as the related work of selecting suppliers, agreeing terms, negotiating, expediting, monitoring supplier performance, materials handling, transport, warehousing and receiving goods from suppliers.
iii. What is the importance of procurement in a supply chain? 
procurement forms a necessary connection between businesses in the supply chain and provides a system for coordinating the movement of materials between suppliers and consumers.
iv. Who are qualified suppliers? 
Capable suppliers
v. What is e - procurement? 
A business links its information system to a vendor’s and when it is time to place an order, the system automatically conveys a message.
vi. Outline the main aims of procurement. 
 organising a consistent and continuous flow of materials into a business
 working directly with end-user departments, establishing relationships, and understanding their requirements  
 finding good suppliers, working directly with them and developing beneficial relationships;  buying the correct materials and ensuring that they have satisfactory quality, arrive at the time and place required and meet any other needs
 negotiating the best prices and all other terms and conditions
 keeping stock low, considering stock policies, investment, readily available materials and so on
 moving materials rapidly through the supply chain or expediting deliveries when essential;  Keeping abreast of conditions, including pending price increments, shortages, new products and so on.
vii. Outline some common manufacturing strategies. 
Make–to-Plan (MTP), Make-to–Order (MTO) and Assemble–to-Order (ATO). MTP is also referred to as Make–to–Stock (MTS)

2. Describe the procurement cycle in details. (8) 
    1. A user department: 
        Establishes the need for acquired materials   Examines materials accessible and prepares specifications    Checks departmental financial plans and gets clearance to procure  Prepares and transmits a purchase request to procurement department.
    2. The procurement department: 
      Obtains, verifies and authorises the purchase request;  Inspects the material requested, looking at existing stocks, substitute products, production options and so on. After negotiations with the user department, procurement makes a shortlist of possible suppliers from standard suppliers, lists of favoured suppliers or those known to cater to requirements;  Sends a request for quotations to this shortlisted suppliers. 
    3. Then, every supplier:  Examines the requests for quotations;  Checks the customer’s position, status, credit and so on;  Considers how it could best cater the order;  Sends a quotation back to the business, giving details of prices, products and conditions. 
    4. Then, procurement:  Examines the quotations and carries out commercial evaluations;  Discusses the technical aspects with the user department;  Checks the budget details and clearance to purchase;  Chooses the best supplier, based on the supplied details;  Discusses, consults and confirms the terms and conditions with the seller;  Issues a purchase order for the materials (with terms and conditions attached). 
    5. The selected supplier:  Receives, acknowledges and processes the buying order;  Organises all operations required to provide the materials;  Ships materials jointly with shipping advice;  Sends an invoice. 
    6. The procurement department :  Acknowledges the receipt of materials;  Carries out necessary follow-ups and requests information where required;  Receives, examines and accepts the materials;  Informs the user department of materials received.
    7. The user department: Receives and inspects the materials; Authorises shifts from budgets; Updates stock records; Uses the materials, as required

3. Which approaches are used to monitor the performance of suppliers? (8)
One general approach utilizes a checklist of significant factors and checks that the supplier meets a suitable standard in these. The checklist may ask whether the supplier is economically sound; whether its supplies on time; if material value is high enough; if there is practical support; whether the cost is competitive; is able to offer advice and support about related trends and so on.  Competition between suppliers decreases prices;  There is less possibility of disrupted supply, as issues can be avoided by changing suppliers;  Can deal and easier with changing demand;  Involving more businesses can provide access to broader information and knowledge;  More probable to benefit from innovation and development;  Does not rely on trusting one single organisation. SUPPLY CHAIN MANAGEMENT P a g e 8 | 20 If the supplier does not meet any of the required measures, the consumer has to demand improvements or look for new sources. The objective is not specifically to substitute particular suppliers on a regular, but to check performance, recognize areas that require improving and agree on the very best way of making these improvements. Only as a last option should a business start looking for new suppliers. A more practical approach gives the seller a score for diverse aspects of performance. They may, for instance, give each supplier a score out of ten for on-time delivery, and if a supplier’s score drifts down below eight, the consumer can consider ways of improving performance. Although this method sounds simple, it can present substantial difficulties. How, for instance, can you recognize the most significant factors of supplier performance, the comparative value of each, the actual performance and the lowest acceptable performance? Each of these is likely to come from a blend of agreement and discussion, rather than from more accurate measurement. The result is a skewed view that might be useful, but contains little objective and concrete measurement.
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