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	Q.1. Give brief answers for the following questions:

I. What is purchasing?

Purchasing is limited terminology where an organization attempts to acquire goods and services from a supplier. It is a system for initiating and regulating the movement of materials an organization requires. Purchasing is generally conveying the message that it has agreed to buy a product and service from a supplier and it can be delivered and the payment will be done accordingly. In short, purchasing means real buying or a product or service from a supplier.

II. Define ‘procurement’.

Procurement has a wide meaning and is consisted of complex procedures and activities. It involves all the background work of getting a required product or service into an organization. This starts from finding out a need for acquired material up to setting the supplier’s payment against the invoice. It involves selecting of supplier, negotiating, agreeing to terms and conditions, contracting, leasing, receiving the goods and monitoring the performance of the supplier.

III. What is the importance of procurement in a supply chain?

Procurement is a vital part of a supply chain in many aspects from acquiring products or services of high quality and at a lower cost. Procurement involves in selecting the supplier who can deliver the required material, product or service at a lowest price and at high quality same time. It involves in coordinating with the supplier in getting the product or service on time so that there is no disruptions in the supply chain. It serves as a hub of communication between the supplier and the organization.



IV. Who are qualified suppliers?

Qualified suppliers are those who are capable of delivering a product or service with high quality while meeting the specifications or requirements demanded by the buyer or purchaser and supplying within the requested time frame at satisfactory or lower cost.

They will be financially stable and competitive to the market standard. Qualified suppliers are will have more knowledge about their products and skilled in the trade. They are of high reputation in the market and will be able to adjust with their customers according to the changes in buyer’s demands.

V. What is e procurement?

e- procurement is a developed step of ordinary procurement which is carried over through internet using Electronic data interchange (EDI) without involving complex procurement cycles and paper work. 

In e- procurement , suppliers and buyers are linked through the internet and product information, term and conditions are readily available and accessible and giving immediate access both suppliers and buyers. This type of procurement reduces transaction times, cost and efficient. 

There are several types of e- procurements. They are B2B where a business sells its products or services to another business. B2C is where a company sells its products or services to end consumer. There is another type of e- procurement that a business sells its products or services to government.

VI. Outline the main aims of procurement.

The main aim of procurement is to ensure that an organization has consistent supply of materials or products to run the production facility. There are more direct goals of procurement given below.

(1) Organize the continuous supply of materials for the planned production without disrupting its activities.
(2) Working as a mediator with the supplier and the user department in understanding the requirements of the user department.
(3) Searching for good suppliers who can deliver the product on time and at a lowest cost and develop a relationship which benefits the organization.
(4) Selecting the best supplier and negotiating with them the best prices, terms and conditions and buying the material which meets its actual specification without any discrepancy both in quality and quantity.
(5) Keeping lower stock and ensure the required materials are readily available in hand or with the supplier to consistently supply to avoid disruptions.
(6) Organizing the movement of materials and expedite the delivery. 
VII. Outline some common manufacturing strategies.

There are several manufacturing strategies and different companies follow different strategies concerning its production capabilities and constraints it has in production.

There are some common manufacturing strategies. 

(1) Make-to- stock (MTS) or make- to- plan (MTP)

In MTS strategy, goods are produced before customer places orders and goods are produced in long production runs while taking advantage of production efficiencies. Retail industries mostly use this strategy.

(2) Make- to- order (MTO)

In MTO strategy, goods are produced after receiving an order from the customer. This type of strategy is used when manufacturing one of a kind of goods.

(3) Assemble- to –order (ATO)

In ATO strategy, basic parts of the products are already produced and available and the final product is assembled and sent to the customer once there is an order received from them. This strategy allows customization of the product to an extent.


Q. 2. Describe the procurement cycle in details
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1. The procurement cycle starts with the end user department which requires the material and prepares the specification. The user department should also check whether there is a budget to purchase the material and get clearance from the concerned person or management. It should also prepare and send the purchase request and send to procurement department.

2. Procurement department receives and verifies the purchase request and check whether the material is available in stock. If the material is available in stock that can be issued to the end user department and replenishment activity can be done. If the material is not available in stock, it should check for substitute products and options. It should then check for available suppliers who can deliver the item and request for quotations from the suppliers.

3. The supplier receives the request for quotation and checks customer’s rank, credit, etc and send the quotation for the material.

4. Procurement department receives the quotations from different suppliers and do commercial evaluations and discuss the technical aspects mentioned by the supplier and get clearance from the user department to purchase the same. It also checks the best supplier and negotiates the price, terms and conditions as well. At last a purchase order is prepared and sent to the supplier in order to inform the supplier that the material can be delivered as mentioned in the purchase order.

5. The supplier receives the purchase order and arranges for the delivery with the delivery note and invoice.

6. Procurement department receives the material and acknowledges the receipt. It also examines the material whether it meets the specification and accepts it. If the material is not yet received, the procurement department should follow up with the supplier and expedite the delivery. It should inform the user department about the materials received.

7. The user department should receive the material and inspect for any discrepancy in the specification or quantity. It should also authorize for the shifts in budgets. It can update the stock records and utilize the material as required.

8. Finally procurement department arrange the payment to settle the amount against the supplier’s invoice.



Q.3. Which approaches are used to monitor the performance of suppliers?

There are several approaches used to monitor the performance of suppliers. Supplier’s performance must be assessed by pre-determined criteria and must be monitored through different approaches. 

A general approach is to use a check list to and rate the supplier in meeting the standards such as economic stability, on time delivery, value of the materials, practical support, competitive cost, etc. For example, the buyer can rate the supplier by following the check list and see how many of the requirements are meeting the standard. By using this check list method the performance of the supplier can be measured and necessary actions can be taken to improve the performance, recognize the areas for improvement or to source for new suppliers. 

Another approach is to give the supplier a score based on their performance. Scores can be given for on time delivery, quality of the product, cost of the product or whether the product meeting the standard specification and also the flexibility of the supplier to the changes in demands of the buyer. The supplier can be also rated through their economic stability, market reputation and skills and knowledge of their product. In this score approach, the suppliers are rated against their above said performances. For example, one score can be given out of ten for the quality of the product. When the score is getting lower than the maximum desired score, there can be necessary actions taken to improve the performance of the supplier.

The above are methods used by the procurer or buyer of the product or service.

There are also some approaches developed by the supplier itself such as site visits, spot checks and audits.

There are also approaches used by the buyer to monitor the supplier’s performance which is done by following up with the customers who use the products. The supplier’s performance also can be monitored through independent third party or accredited bodies.
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