


PROCUREMENT OPERATIONS

Q1.
i. Purchasing is the act of locating and buying goods, materials or services.
ii. The term procurement is defined as the activity of purchasing quality goods or services at the best price, whilst considering reliability, contract negotiations and buyer/supplier relationships. 
iii. Procurement in the supply chain is important because it is used to avoid bad purchasing decisions i.e., poor quality or unreliability which will have a knock-on effect that can cause disruption to the business. 
iv. Qualified suppliers are suppliers that meet quality and regulatory criteria and have been vetted for reliability, reputation and sustainability e.g. ISO9000. These suppliers may have also been used by the business in the past and as a result have built up a good relationship.
v. eProcurement is an end to end purchasing system carried out by electronic means. Everything from requisition to purchase order is placed electronically. This can also include electronic tendering to request pricing. 
vi. The main aims of procurement are to obtain the correct goods or services at the best value for the business through tendering and contract negotiation. Ensuring a steady and reliable flow of the goods required into the business to ensure operations continue without disruption. It is important to maintain close relationships with suppliers and understand the needs of the internal stakeholders. Keeping up with changes in the market i.e., price changes or possible stock shortages so that business can always be conducted in a timely manner.
vii. Manufacturing strategies.
Made to order (MTO) strategy is used when a manufacturer produces items specific to a customer’s needs. These items would usually be shipped direct to the customer.
Made to plan (MTP) strategy or made to stock (MTS) in general is for larger production which in turn can be warehoused for future orders.

Q2. 
There are several types of cycles used in procurement, the following is a 10 steps cycle.
1) Need Recognition is where the company management and procurement officers need to decide if a new product should be purchased or perhaps developed. Also is it a product that would need to be reordered from an existing supplier or a product readily available “in house”. It could also be a completely new product for a different venture.
2) Specific Need is used to determine the requirements of a particular product. If this is a new product then you will need to have a great deal of information. It is important that the specifications for the product are correct, where possible has this product been used within the company before or is it an industry standard. Getting this right is crucial for the company. 
3) The Source Options step is when the company looks at the options available on where to obtain the product. This could be a supplier that is already used (approved supplier), or it may be that another supplier is required, and, in that case, the company may use internet search engines or social media or other contacts to put together a shortlist of potential suppliers best suited for the operational needs.
4) Price and Terms. Once the shortlist is compiled, the next step is to gather information regarding the terms and pricing for each of the suppliers, vetting each supplier for reliability and stability, whilst ensuring they can provide a good quality product. The shortlist is then whittled down to three suppliers deemed to meet all criteria before making a final decision.  
5) The next step would be to raise a Purchase Order; this is deemed a formal document within a company used when placing an order. It should include the product required, the terms, product specification and the total cost. All of which should have been agreed. 
6) Delivery of the purchase order is next; this would usually be done via e-mail.  Once confirmation is received from the chosen supplier the purchase order can then be retained for future reference. The supplier would also keep a copy of the purchase order to form part of their proof of purchase.
7) The Expediting process of the cycle is used to ensure the quality of the goods and to determine the timeframe for when the goods will be received. This is important because failure to receive the goods on time or poor quality goods can cause disruption to the whole procedure.
8) Final Receipt and Inspection of Purchases is done once the person or company that placed the order has received the goods and checked them to ensure they are satisfactory. If this is the case the obligation now is to pay for the goods.
9) Invoice Approval and Final Payment is the next step of the cycle where all the relevant paperwork is collected, this includes the delivery note, the signed purchase order and the invoice. Any discrepancies would need to be brought to light and rectified so the invoice can be paid according to the terms and conditions agreed on prior to the transaction.
10) Record Maintenance is where records of purchasing are archived so they can be called upon in the event of for example a warranty claim, or an audit or tax related query.

Q3.
There are several ways to monitor supplier performance, the most common is to keep a checklist for each supplier covering the ease of ordering, pricing, reliability and time keeping. It is also beneficial to make sure they are financially stable. Keeping a score for each of the above (a supplier scorecard) is another method which will help create a clearer picture when making a decision on future purchases. This can be done using a simple spreadsheet or by using tracking tool software. Other methods include the supplier rating or vendor rating, both of which use a similar approach. If any suppliers start slipping on performance, as a consumer you have the right to ask suppliers for improvements. If this doesn’t change then new suppliers should be sought.
