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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. 
	
1) 
The term purchasing covers the buying and selling of materials within a supply chain. It covers the flow of materials requisitioned, to being purchased through agreed terms and conditions, typically against a Purchase Order and finally to invoice settlement.  

Procurement within a supply chain has a more detailed meaning and complexity. It takes care of all materials and services required by a business. It covers more than simply purchasing of materials. It also covers a variety of acquisitions and transactions involving rentals and services. Additional work scope such as supplier selection, agreeing terms, negotiating and expediting are further examples. 


Procurement is a vital function within a supply chain for many reasons. It builds the relationship and connection between businesses and the company and provides a systematic approach for the movement of materials. It is a central function to share backwards data to explain customer demands and desires within a product. It shares forward data to provide supplier availability information. It also negotiates the conditions for delivering the products. The impact of a poorly planned and functional supply chain may result in incorrect deliveries, poor quality and bad customer service. All this impacts customer satisfaction and can give negative results on a company’s reputation and profit margins.

Choosing suppliers is an important step to ensure the products will be delivered on time, within budget and to the correct specification requested. An example of the selection criteria for ensuring a supplier is capable and qualified is outlined below;
· Supplier has good finances and been operating for a sustained period of time.
· Has the competence to supply the material.
· Provides good quality materials within or better than specification required.
· Reliable to meet delivery dates.
· Provides suitable pricing and incoterms for their products.
· Are flexible to order changes and volatile demand shifts.
· Has a good reputation
· Uses simple procurement processes for ease of use

With technology being at the forefront of business change, most companies have adopted improvements that can develop their supply chain function. E-Procurement is an example of this, where it provides many benefits such as;
· Provides real time access to vendors on a worldwide scale.
· Allows for goods to be available immediately.
· Automates steps within procurement.
· Lessens the time taken to perform transactions.
· Can reduce costs, typically up to 15%.
· Integrates with suppliers ERP / Supply Chain systems for real time data sharing.
The two types of e-procurement are Business to Business (B2B) where companies purchase materials from each other and Business to Customer (B2C) where a customer buys from a business.

The main aim of procurement is to ensure a business has a consistent supply of materials, to satisfy consumer demand. As procurement covers many areas, the key aims can be analyzed further below;
· Selecting suitable suppliers, building up dialogue and good working relationships with them.
· Provide the negotiation for terms and conditions, incoterms and payment terms.
· To create a suitable flow of materials, satisfying consumer demand and keeping stock levels to a minimum.
· Buying materials of a suitable quality, ensuring price and lead time does not impact on quality of the product.
· Work with all departments, building relationships, meeting targets and objectives.
· Expediting the flow of materials through the procurement stages.
· Gain market knowledge of changes in market conditions, demands, new products and systems.

Companies are typically required to be flexible to satisfy consumer demand. This can be determined and even restricted by the manufacturing capabilities within a company. Types of equipment and set up /changeover times for tooling and equipment all impact this. The most common manufacturing strategies fall into the below categories;
· MTP / MTS – make to plan / make to stock
Typically have long production runs, to handle product variety and future consumer requirements. Warehousing capabilities must be considered for this strategy.
· MTO – make to order
Manufacturing to a customer requirement, typically shipped immediately, less storage needed, however depending on outbound logistics model, consolidating shipping orders may require short term storage.
· ATO – assemble to order
Basic parts will already be manufactured and in stock, small customization of customer requirements may be possible, build time and finished product steps required.

2) Procurement steps can vary within each company but they all must develop a common approach and suitable process to achieve satisfactory results. Once the type of procurement is defined for a business such as selection of a de-centralized or centralized approach, the next step is supplier selection. Once the supplier qualification has been done, key steps within the process are then followed as described below;

User Department  Identifies a need for materials and/or services. For example, this could be from preventative or scheduled maintenance plans. Prepares the specifications, dates required and quantities. Next step is to obtain budget approval and submit a purchase request to procurement for action.

Procurement Department  Receives request and verifies the details. Will check existing stocks, alternative products and options. Key focus should always be to internally supply without the need for external expenditure if possible. If the external purchase must go ahead then supplier selection is then done based on historical data and market knowledge, then a request for quotation (RFQ) is issued to the supplier(s).

Suppliers  Receives RFQ and reviews the information against there own stocks and manufacturing capacity. Reviews the customer ratings such as credit, rank, past history. Analyses options and submits quotation back to the customer indicating price and delivery details, incoterms and conditions.

Procurement Department  Reviews the quotation and performs a commercial evaluation. Shares the quotation with the requestor to ensure a technical evaluation is completed. Next step is to ensure that the correct budget approval is in place to continue to purchase. Selects the best quote based on technical and commercial evaluation. Further dialogue may then take place to negotiate improved delivery date, price reduction or discuss conditions of the quote. Once everything has been discussed then a Purchase Order (PO) is submitted with terms and conditions attached.

Supplier  Receives the PO and processes through internal system. Follows up with manufacturing and/or warehousing to ensure order is scheduled correctly. This may also involve a supplier following up with a subcontractor. Arranges the shipping of the materials and sends an invoice to the customer.

Procurement Department  Receives PO acknowledgement and may update PO to indicate this. May expedite the PO to ensure delivery is on track. Receives the materials, may follow up with goods inwards team to ensure materials are delivered correctly and goods receipt is processed to allow invoice payment. Informs requestor that materials are delivered and available.

User Department  There may be a need to inspect the parts, issue them to shop floor or subcontractor if parts are required to assemble or make up for a finished part. Stock records are updated and materials are used.

Procurement / Accounts Payable  Invoice is received and can be processed for payment. Most systems cater for 3 way matching and can automate the process if the receipt has been done and all data matches the invoice.

3) It is clear, that supplier selection is a very important part within the procurement process. Equally, the performance of a supplier is crucial to ensure the procurement function performs to the levels set by the supply chain and business plan. Once a list of qualified suppliers has been determined, it is important to set up some measurable parameters to ensure they are meeting expectations and to identify both strong and weak areas. By doing this, entering into regular meetings will build the relationship and open up two-way dialogue between both parties. It gives the supplier the opportunity to raise any issues such as delayed invoice payments. It allows the business to provide feedback on recent performance including areas of improvement that need to be looked at. To do this, a method of scoring each stage of the process can be performed to cover key aspects of the procurement cycle. These areas may include;
· Ontime Deliveries
· Response time to queries, request for quotations and delivery updates
· Competitive pricing

[bookmark: _GoBack]It should be noted that scoring suppliers could achieve debatable results. There may be a challenge of the scoring provided but it should be a fair assessment, with data to support the results and agreed by both parties. The key is to provide a scoring of areas that are being performed well and areas that need some improvement.

	



Student Statement:

By submitting this assignment, I confirm that this is my own work.



	Student Signature
	Steven D. Tulleth
	Date
	07.04.2019




For Tutor / Assessor Use Only
	Total Marks
	

	Marks Obtained
	

	Percentage / Grade
	




image1.png
ﬁ
o R




