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e Answer Question ONE and any other THREE
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QUESTION ONE (15 Marks)

R R R oot 1o &0
* (which is air, ground and ocean freight) each individyal
department purchases its own jet fuel, the trucking division purchases its own diesel and the

On further analysis you have discovered that the fuel takes 25% of all “xpenses and there were
periods in the lagt 3 years when there were stock outs. (The few suppliers in the Middie East
could not Supply in time due to Jate placement of orders). You further realize that the company

(b) Identify four aress of concemn for strategic purchasing based on the above case (dmarks)
(<) Based on total cost of ownership concept, and on the case above, identify advantages of
implementing strategic cost management (Smarks)




Required:

(i) A firm meets the criteria for technical capability, has good performance record,
but does not have sufficient financial resources. Should the firm be prequalified or
not (Smarks)

(ii)  One of the applicants is a joint venture comprising of two international firms and
a local partner. The local partner is technically and financially weak. The two
international partners have adequate technical and financial capabilities. Explain
how this application should be evaluated for strategic decision making. (Smarks)

(b) Give five approaches for rationalizing the supplier base (Smarks)

QUESTION THREE (15 Marks)

(a) Lovega University is a public institution operating in Kenya with high population of
students. The university transport department has several buses that are used for students
and staff trips. There have been frequent breakdown of the buses, causing trips to be
postponed or cancelled. The cost of operating the fleet of the vehicles is also high, and
the management is now considering strategic purchasing using e-procurement, with an
international fleet companies including outsourcing.

(i) The University is interested in analyzing the total cost of ownership for the
various buses, explain three important elements of total cost of ownership they

must consider (6 marks)
(i)  State five benefits of purchasing by e-sourcing in public (Smarks)
(b) Briefly explain Michael Porter’s Generic Strategics (4marks)
QUESTION FOUR (15Marks)

() Kisumu IT Limited is a major manufacturer of hard disks and other high technology
storage components. It is faced with two key challenges in its operations.

The first challenge has been streamlining the purchasing process in order to lower the
inventory cost. This is a strategic level decision, the company traditional sourcing and
ordering included phone calls and manual inventory checks. To ensure that production
was not interrupted, the process requires network sourcing, but IT environments are
becoming increasingly complex and challenging to manage and operate. Network
Sourcing requires experts in IT infrastructure that are not available locally.

The second challenge is on the type of material and component suppliers to deal with,
and how to improve the quality of the component data in its material requirement
planning (MRP) system. The company’s solution of manually reviewing reports to
identify errors is labour intensive and is often done too late; problems in the production
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are experienced before reports are even reviewed. Kisumu IT limited needs a stratepic
purchasing solution that will enable it 1o operate proactively to arrest the problems before
they cayse delavs,

Bequired:
H——Fropusr % Fosumu 1T Limited the Strategic Approaches to adopt  during
purchazing (Imaris)

(i)  Explain challenges of Network sourcing as proposed by Kisumu IT (6marks)

(b) Based on the above case study, who is the three potential types of their suppliers to suit
their needs? Explain (bmarks)

QUESTION FIVE (15 Marics)

{8} Discuss the models the ramifications of adopting a strategic purchasing approach for a
firm’s supply management practices strategies (Bmarks)
(b) Strategic suppliers' velationship management is critical for any organization. Briefly
explain the strategic relationship of suppliers using the suppliers positioning model for
purchases, (Tmarks)



