PROCUREMENT MANAGEMENT
April 2021 Examination

Ques 1. An automobile organization Apex India Pvt Ltd is setting up new plant in Baddi, Himanchal Pradesh. With critical processes and low deviation in specification Apex Auto Pvt ltd wants to develop strick supplier registration process. You are the senior buyer for the organization, what are the criteria on basis of which you would judge supplier suitability for the process of sourcing? (10 Marks)
Ans 1.

Introduction

To sustain any business and run it successfully, one must have a strong supplier backbone that can supply a strong supply chain to make the business successful. In order to run a business successfully, a smooth relationship between the supplier and the business is 
essential to manage smoothly and in a streamlined way the production timelines no matter what industry it may be. A smooth working relationship between the supplier and the business organization reduces the operating costs and also guarantees the maintenance of the product quality which is a key factor for any industry.
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Ques 2. A Technical service provider – M/s Tech Provider is procuring new engineering tools for one of the new contracts they have signed recently. As the contract has been picked up on very tight budget, M/s Tech Provider doesn’t want to incur high cost in procurement of these equipment but is also cautions about procurement good quality equipment at the best cost. Vendor A is ready to provide equipments on recurring fee of Rs 150,000/- per year; Vendor B is supplying equipment on Rs 600,000/- with warranty of 3 years and maintenance cost Rs 20,000/- per year thereafter. Help M/s Tech Provider to take wise decision considering Total cost of ownership and a usage base of atleast 5 years. Please assume, quality and make of both providers are at par. (10 Marks)

Ans 2.

Introduction

TCO analysis tool can help M/s Tech Provider in getting engineering tools. In the prevailing market it is essential for any company to maintain a steady financial state and not to act into grand schemes that might cause a strain on the company financially no matter how good it may sound. M/s Tech can thus decide in which the scheme they invest in can get the maximum return or garner significant profit from the said deal. Even if the deal does not go according to plan the company has to devise a plan from the beginning and has to stay cautious from the beginning. This is just to make sure that the company even if it does not make a profit at least it will not make a loss and affect its income stream. 
Ques 3. Auto Parts India INC is the flagship company that provides Auto ancillary part to overall automobile players in India. While Spend of Auto Parts is huge there was no time for standardization of processes, as growth has exponentially multiplied in last few years. Data was spread across various systems and there was no proper spend visibility. This data is pertaining to Customers, Partners, Vendors, employees and products. The company wanted to implement sharedservices platform to exploit synergies better, improve efficiencies and effectiveness— while reducing overall costs. The CPO of Auto Parts wanted to - Reduce procurement lead time and material spend, Efficiently collaborate with their 800 suppliers spread across 11 manufacturing locations, Revamp their procurement performance reducing their inventory costs, material spend and wastages in inventory stock, Gain better visibility into in-transit inventory and Reduce the order cycle time  The CPO hires consultant to drive procurement transformation project. Consultant suggests developing strategic sourcing; under which implementing a latest ERP and eSourcing solution which supported Spend analysis, vendor evaluation, eSourcing and Catalog Management.
a. How do you feel procurement transformation project can help bigger organizations like Auto Parts INC to restructure their overall procurement practice? (5 Marks)

Ans 3.

Introduction

The role of procurement is rapidly evolving and growing the present times. This includes focus on various sectors such as cost reduction, reduced spending of resources and conservation of time. Procurement helps organizations to grow at a rapid pace and help develop and propel the company towards greater heights. 
3b. The CPO is able to convince management on ERP implementation but on eSourcing implementation. Help him to understand advantages of implementation and challenges he may faced in during implementation of eSourcing. (5 Marks)
Ans 3b.

Introduction

ERP and e-Sourcing are one of the most critical a component of a procurement program and they play critical role during large procurement transformations. This helps an organization to outsource its task and helps in the transformation in procurement smoothly and even after that for a smooth process of operations. 
