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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. 
	
What is purchasing? 

Purchasing comes from the Old French word  pourchacier ‘seek to obtain or bring about’, the earliest sense also in English, which soon gave rise to the senses ‘gain’ (hence, in nautical use, the notion of ‘gaining’ one portion of rope after another) and ‘buy’.[endnoteRef:1] [1:  Oxford dictionary] 


According to the business dictionary purchasing is the activity of acquiring goods or services to accomplish the goals of an organization.[endnoteRef:2] In a supply chain, every business purchases materials from top of the list suppliers, adds value, and sells them to downstream consumers. Purchasing also gives a system for initiating and regulating the flow of materials all over the supply chain. [2:  http://www.businessdictionary.com/definition/purchasing.html] 

Sometimes a purchase order is referred to as a purchase requisition, or simply a P.O. The purchase order is a written document between the purchaser and seller detailing items, services and other necessary information regarding the goods and services that the purchaser intends to buy from the seller.[endnoteRef:3] Most organisations have a purchasing manager. [3:  https://bizfluent.com/how-does-4897516-purchase-order-work.html] 

 In the same way that buyers can be different, so can purchasing managers and their roles. For a smaller company, the purchasing manager may be directly responsible for purchasing all of the goods and services that the company needs.
This might include anything from stationery, electricity and telephone services, through to raw materials for a product that the company manufactures. In a larger company, the purchasing manager may run a team of purchasing clerks or operators who do the purchasing according to the category or the product type. The purchasing manager’s role may then be to ensure optimal working conditions and corresponding excellence in the results, using management tools such as KPIs (key performance indicators) to measure how well the team is performing within the organization.


 Define the term ‘procurement.’ 
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. It often involves purchase planning, standards determination, specifications development, and supplier research and selection. The procurement process will also include value analysis and financing, price negotiations well as making the purchase itself, supply contract administration and inventory control and stores. procurement also includes disposals and other related functions. 
The process of procurement is often part of a company's strategy because the ability to purchase certain materials will determine if operations will continue.[endnoteRef:4] [4:  http://www.businessdictionary.com/definition/procurement.html] 


An example of procurement, direct procurement systems involve the integration of purchasing into a company's supply-chain management system, delivering the right supplies at the right time.  This procurement method is classified in manufacturing systems as "just-in-time," which minimises inventory holding costs and ensures the smooth delivery of supplies needed in the manufacturing process.

 What is the importance of procurement in a supply chain? 

Primarily, a procurement process ensures that the company's purchasing is competitive, fair, and provides the best possible prices available in the market.   Because of the efficiencies gained through a formal procurement process, procurement is an important systems component in a company's overall management structure.  Some problems on a company's cash flow and balance sheet can be traced to problems with procurement, including holding supplies and inventory too long and having the terms of payables for supplies not matched to their respective receivables. This proves that procurement is extremely important to the supply chain. 

An example of failure in the united states Chipotle the American restraint chain was plagued by outbreaks of food-borne, to the point where they shut down all their restaurants for a day to address food safety issues. As a result of these outbreaks, there have been calls for the chain to centralize their procurement strategy and source from large, well-known suppliers, rather than working with small farmers who may not adhere to as stringent food safety standards.[endnoteRef:5] This is a example of how a business can go wrong and seize from trading if the procurement process is to fail.  [5:  https://www.procurious.com/procurement-news/supply-chain-failure-and-success] 


 Who are qualified suppliers? 

 Arguably, the most significant element of procurement is searching and choosing the right supplier. There is no point in having an elegant product, if the supplier cannot in point of fact deliver it. Suppose you are working on a plan and want to purchase some significant materials – maybe a prefabricated bridge for a building project. You will consider two factors. First, a product design that meets your needs, second, a seller who can promise to deliver the product as designed. In other words, the seller must be able of doing the work, giving high quality, working to a timetable, with satisfactory costs, and so on. An advertised time of four hours for a train journey may appear a good service, but it has less worth if the train operator cannot really deliver this.[endnoteRef:6] [6:  Lecture notes] 


In general, organisations search for suppliers who Are financially safe with good long-standing prospects and Have the aptitude and competence to supply the essential materials. Suppliers need to Precisely deliver the requested materials, Send materials which are high quality and Deliver reliably, on time with little lead times.
Suppliers also need to Quote satisfactory prices and financing arrangements, need to be flexible to customers’ demands and changes and are knowledgeable and have skill in their products. If suppliers have not earned an excellent reputation this may put of companies using that specific supplier. It is extremely important that the supplier Uses expedient and simple procurement systems and Have been used effectively in the past and can expand long-term relationships. All these points will qualify a good supplier for any organization and company for their supply chain management teams to work closely with. 

What is e - procurement?
  
Most organisations are currently utilizing some type of e-procurement. Surveys propose that more than 60% of UK companies exploited e-procurement till 2002 and 80% of European managers soon be expecting to use it far.[endnoteRef:7]   [7:  Lecture notes] 

E-procurement basically  describes business-to-business purchases that are done online or over some digital network or platform. This is a rather broad description of many transactions that happen based on modern technologies and business and vendor partnerships. 
E- procurement is the business-to-business or business-to-consumer or business-to-government purchase and sale of supplies, work, and services through the Internet as well as other information and networking systems, such as electronic data interchange and enterprise resource planning.


 Outline the main aims of procurement. 

The overall objective of procurement is to assure that a business has a consistent supply of materials.[endnoteRef:8] This involves organising a consistent and continuous flow of materials into a business and working directly with user departments as well as establishing relationships, and understanding their requirements [8:  Lecture notes] 

More aims of procurement are finding good suppliers, working directly with them, and developing beneficial relationships and importantly buying the correct materials and ensuring that they have satisfactory quality
It is important that supplies arrive at the time and place required, and meet any other needs and negotiating  best prices and terms and conditions is equally important. Procurement aims to keep stock low, considering stock policies, investment, readily available materials, and so on. 
The list of Procurement aims continue into the area of moving materials rapidly through the supply chain or expediting deliveries when essential including Keeping abreast of conditions, and pending price increment, scarcities, new products, and so on. As any one can see the aims of procurement cover a vast area and are all as equally important as the next one. 

The overall objective of procurement is to assure that a business has a consistent supply of materials. With this superseding aim, we can widen the following list of more direct goals including Organising a consistent and continuous flow of materials into a business and working directly with user departments, establishing relationships, and understanding their requirements. Another aim is finding good suppliers, working directly with them, and developing beneficial relationships, including buying the correct materials and ensuring that they have satisfactory quality, arrive at the time and place required, and meet any other needs. Negotiating  best prices and terms and conditions is an important aim and 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 increment, scarcities, new products, are also very important aims toward successful procurement. If a company works towards these aims as part of a procurement strategy then the procurement process should succeed and have much more speedy and efficient process than if they did not aim towards these points.



	
 Outline some common manufacturing strategies. 

The most common manufacturing strategies are Make – to - Plan (MTP),  Make - to –  Order (MTO), and Assemble – to - Order (ATO). MTP also stands for Make – to –  Stock (MTS). 
Usually , MTP strategies are when industries exploiting economy of scale that arises from long production routes. Usually those goods that are important and finished goods inventory is normally manufactured in expectation of future consumer requirements. The logistics that a necessary to support MTP are warehousing ability to accumulate finished product and to assist product variety for particular customers. When flexible manufacturing is launched to speed up change over, the inventory lots formed are normally smaller in size. However, warehouses are still necessary for short-term storage and to assist product variety. 
In comparison, MTO manufacturing strategies look for manufacturing to customer requirement. 
While MTO might not be as imperfect as the conventional job shop, precise quantities and configurations are shaped in comparatively small quantities. Logistical ability might be required for provisional storage and to attain outbound transportation consolidation, however most product produced in MTO surroundings is shipped straight to customers.[endnoteRef:9] [9:  Lecture notes] 

 

Describe the procurement cycle in details. 

In order for a company to work effectively, the management must understand the process in which products and services are obtained. The procurement cycle describes the step-by-step process used for identifying the requirement for the company to retrieve the product or contract. Both public and corporate funds must be managed responsibly when going through this cycle. The procurement cycle is an important process to follow as it ensures management successfully meets their set goals.
The business must firstly identify the need for a new product. It could be sourced from either internal or external sources. The need from the company may be to reorder a product or it could be a new item completely. It is important to identify the need for a product so the process can be managed efficiently and effectively through the procurement cycle.
Finding the right product or market for the company is a highly important step in the cycle. There are often standards put in place in some of the industries in order to determine the specifications required, while others have no point of reference to look upon. There is the possibility that the company has ordered the product in the past but if not, then they must specify which product they want using identifying factors such as colour, packaging and weight. Having specifications in place will make this process easier. Then there is the need for researching the marketplace, scoping out the positioning of a product will identify potential competitors in the marketplace.
The next step in the process is finding out where the product can be obtained. The company may use a list of approved vendors to find somewhere that can source the product. If this is not the case, then the business will have to find a supplier using purchase orders or research other sources, for example magazines, the internet or using sales representatives. The company will then develop a strategy and follow through with the supplier that gives the best product or service for the business, to fulfill their need.
The business will then move on to determining the best price and terms for the product they require. This often depends on the needs of the company, the products they already have in stock or specialised materials they require. Following the process, it is normally recommended for the business to look at three different suppliers (market engagement) before they come to making a final decision. It is important for the company to look around to see if they can find a good deal for the products they require. Researching different brands will allow them to find the best deal and terms that match the product or service they are looking to acquire.
The purchase order is put in place to allow for materials to be purchased from the seller to the buyer. It will specifically define the price and all the specifications of the product. The purchase order will also feature all of the terms and conditions of the product and services, which must be read by the buyer. The purchase order will also show any additional obligations. It is vital this is read properly to identify any errors.
The next step requires the purchase order to be delivered. This is typically done by fax, mail, email or personally by the supplier. Often the specific delivery method is written in the purchasing documents sent to the buyer. The buyer will then acknowledge the receipt of the purchase order and both parties will keep a copy of it in case of needing it in the future.

Expediting This step in the procurement process addresses the timeliness of the service or materials that have been delivered to the company. This is a particularly important part of the process, especially if there are any delays in the delivery. Issues often noted in this step of the process include payment dates, delivery times and completion of the work.
Once the products have been delivered, the buyer must accept or reject the items. If the items are accepted, it means the company is responsible for paying for them. It is important that the products are inspected thoroughly to check they are up the standard expected from them. If they are not happy with the quality then they must contact the supplier to rectify the issue.
There are three important documents, which must match the invoice request payment. These are the invoice itself, the receiving document and the original purchase order. These documents are agreed and confirmed from both the receiver and supplier in order to finish the process of buying new products. Any problems in this step must be resolved before the recipient goes forward to pay the cost of the products ordered. Payment for the product is most typically through cases, credit letters, checks, bank transfers or other types of electronic transfers.
It is vital that the company retains all proper records in the case of audits happening. These include any purchase records, which can be used to verify any tax information and purchase orders to confirm the warranty information provided with the products. Purchase records also provide information for future purchases such as if products want to be reordered. This means the procurement cycle will start from the beginning again.[endnoteRef:10] [10:  https:// article/procurement-cycle/] 

 
Which approaches are used to monitor the performance of suppliers?

Most organisations examine their suppliers to ensure that they carry on giving satisfactory service. This is called Supplier Rating or Vendor Rating. This is usually done casually by a skewed review; sometimes there are multifaceted measures for each feature of performance. Most organisations employ a negotiation that gives a sensible view of performance, and requires a rational amount of effort. 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 it supplies on time; if material value is high enough; if there is practical support; whether the cost is competitive; about related trends, and so on. 

If the supplier does not meet any principle the consumer has to examine improvements or look for new sources. The objective is not truly to substitute particular suppliers, but to check performance, recognize areas that require improving and agree the most excellent way of getting these improvements. Only as a last option should a business start looking for new suppliers. [endnoteRef:11] [11:  Lecture notes] 
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