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Question 1: Cost, Pricing and Category Mangement in Procurement (35 marks)

1. Define the concept of Total Acquisition Cost and Total Cost of Ownership by using the ‘Price-Cost Iceberg’ analogy using your workplace example. (10 marks)

Total acquisition cost is a concept that usually refers to the initial costs associated with a product or service, or purchasing a product. This includes not just the unit price, but also all other direct costs related to the product and purchase. 
Safran seats the company I work for, and for example of a few total acquisition costs could include when and airline like Virgin Atlantic buys seats of us, this includes: the unit price of each seat, shipping costs, custom and personalized designs, instillation costs, the initial certification for airworthiness, training and development of the seat, engineering and support. All these add up making the development and integration of a new seat very initially expensive for Safran.

Total cost of ownership refers to all costs associated with owning and operating a product over its full lifecycle, beyond just the acquisition. With safran seats even though the seats are sold to airlines, we still would have some examples of TCO’s, these would include maintance and repairs, keeping spare parts in stock for airlines for when they are needed to be replaced and repaired, warranty management, refurbishment, cleaning, end of life disposal, downtime costs – if seats are not operational especially with business and first class seats can cost an airlines thousands, and this is where airlines make there money filling business and first class seats. 

With regards to the price-cost iceberg, this relates to the visual metaphor of showing the first initial price is just the tip of the iceberg, with all the hidden or indirect costs are hidden beneath the surface of the iceberg. With Safran Seats, an airline could be evaluating safran with one of our competitors, while innitialy looking at Safran the initial purchase price may be more expensive, the high quality products we develop might mean the “under water” costs, such as fewer maintenance needs, greater durability, better overall customer support may lead to lower total cost of ownership in the long run. 

1. Analyse how Kraljic's framework can be used to determine procurement positioning strategies for your organisation.
Kraljic’s Matrix is a tool used to classify purchased items based on how it will impact profit and supply risk, helping Safran Seats determine appropriate procurement strategies. It has frour main quadrants, these include 
None-critical items. – low profit impact, low supply risk 
Leverage items – High profit impact, low supply risk
Bottleneck items - Low profit impact, high supply risk
Strategic items - high profit impact, high supply risk
With relation to Safran Seats – A strategic item example could be the advanced lightweight materials used on our products. These have a high impact on the performance of the product, its weight and certification. Suppliers being able to supply these materials are smaller creating more risk as they need to be supplied by aerospace-grade suppliers. This is why safran has built long term partnerships with suppliers and looks for dual sourcing whenever this is possible. 
Some leverage items could include, Fasteners. These are readily available from many suppliers and used in extremely large volumes, the cost of these will ultimately affect margins. To control this safran uses competitive tendering, negotiate with suppliers and bulk buying, helping to reduce costs. 
Some bottleneck items used in Safran could include specialist upholstery, these are not so expensive but are made as one off specialist to induvial airlines leading to sometimes long lead times, this can cause delivery delays. A solution to this is to try and keep a small buffer stock and maintain good relationships with suppliers or even considering in house manufacturing. 
Finally, some non-critical items include office supplies, they are low value and pretty easy to source and secure. By using automate procurement this helps keep this under control and minimize administrative costs.
By using Kraljic’s framework, it enables Safran Seats to categorise its supplier base strategies, using procurement approaches with how critical and how high risk each item is, this help cost control, strengthen our supply chain and give us a competitive advantage in the aerospace market.  
a) Explain category management and the types of categories in procurement by using your organization’s procurement practices. Outline the steps of defining categories in managing commodity procurement by using your workplace-based examples. (5+10 = 15 marks)

Category management is a procurement approach that groups goods that are similar, materials, or services into “categories” based on supply market and demand characteristics. Instead of handling the purchases individually, each category is managed as an individual unit to achieve efficiency, cost savings, and help align Safran’s business goals.
At Safran Seats, category management helps ensure that high-quality, certified aerospace seat components are sourced efficiently, safely, and cost-effectively.



Procurement categories can be classified into 
	Type 
	Description 
	Examples at Safran

	Direct Procurement 
	Items that go directly into final product 
	Seat Frames 

	Indirect Procurement 
	Servicers that support operations, but not in final product 
	IT Software 

	Goods vs Services 
	Tangible vs intangible purchases 
	Goods – seat components 
Servies – testing 

	Strategic Categories 
	High risk, high value items 
	Fire – resistant materials 



Safran Seats’ procurement team uses category management, like our lean DNA system or M3 to handle both the ordering of production parts and prototype / testing materials, to align with programme schedules.
The process of defining categories and managing commodity procurement typically involves:
1. Spend Analysis – Collect data to identify key suppliers, these involve high-cost, or high-risk areas.
2. Category Definition – Group items that are similar by supplier market, risk, and the impact it will have on the business
3. Stakeholder Alignment – work with engineering, quality, and operations teams to categorise the importance of products.
4. Market Intelligence – look at supplier capacity, can they handle the quatntiy we need, pricing trends and technology developments.
5. Category Strategy Development – Define sourcing approach 
6. Implementation & Contracting – Conduct RFPs, negotiate cost, quality and delivery
7. Supplier & Performance Management – Monitor supplier KPIs, manage risk, help ensure compliance, and create good working relationships.
At Safran Seats, this process ensures reliable supply for aerospace seating programmes, compliance with very strict aviation standards, and cost control and also help with our sustainability goals. 


Question 2: Purchasing Development Matrix and Outsourcing (35 marks) 

a) Develop your organization’s purchasing profile using the purchasing development matrix. (20 marks)
The Purchasing Development Matrix is a strategic tool used to assess and help develop a company’s purchasing capability. It evaluates how advanced a firm’s procurement function is — from basic transactional buying to fully strategic supply management that helps drives a business value.
Typical stages of the matrix are:
1. Transactional – reactive, price-driven buying, looking at market developments. 
2. Commercial – cost reduction through negotiation and bulk buying 
3. Coordinated – standardized procedures.
4. Integrated – procurement is involved in the product design and business strategy.
5. Value-Driven – suppliers act as strategic partners, helping Safran’s overall goals 
For Safran Seats, a global aerospace seating manufacturer, purchasing plays a critical role in achieving quality, innovation, compliance, and cost efficiency. The matrix helps determine where the company currently stands and how to improve its procurement maturity.
Safran Seats GB is involved in the design and manufacturing of aircraft seating for business and first-class seats, serving many of the world’s most global airlines. Procurement is very complicated in the aerospace industry as it is highly regulated due to aviation standards and one-off customer-specific designs.
Looking at the Purchasing Development Matrix I would say Safran Seats operates mostly between Stage 3 (Coordinated) and Stage 4 (Integrated), but also my enter Stage 5 (Value-Driven). This allows for the continuing development and ever-changing world of the aerospace industry. 
Using the Purchasing Development Matrix shows that Safran Seats has evolved from its transactional and cost-based purchasing to using a more strategically integrated procurement function. This allows for a bigger focus on creating a better supplier relationship, helping us to reach our sustainability goals, and helping us to become a more value-driven purchasing organization, which is critical in the aerospace industry.



b) Define outsourcing and explain the key steps involved in the outsourcing process. Use your workplace-based examples. (15 marks)
Outsourcing is the process of contracting out specific business activities or processes to an external supplier instead of performing them on site or internally.
this allows Safran to focus on core activities, while external partners handle non-core or specialised functions more efficiently and most importantly more cost-effectively.
At Safran Seats outsourcing is used to for a range of things, some more complex such as component manufacturing, upholstery production, testing services, and logistics, this then allows us to focus on seat design, final seat assembly on site, and certification which can be a very costly and time-consuming process. 
There are many key aspects in the outsourcing process, these include Identifying the outsourceable activities, in Safran this included the outsourcing of foam cutting and stitching of seat design, allowing the engineering and design to be kept internal. Next is defining scope and objectives, goals need to be set like, cost savings, a reduction in lead time etc. in Safran this was targeted and a reduction in production cost. Next selection and evaluation of suppliers, this includes SAFRAN auditing suppliers regularly for compliance with aerospace safety standards. Next the negotiating and signing of contracts, if a good price is agreed, created a long-term supplier agreement for material and parts required for seats. Next aspect to look at is the implementation of this, including the transfer of knowledge, offer training to suppliers of what we require, so we should supply detailed drawings, and our CAD data so suppliers know exactly what we expect. For all this to work Safran needs to monitor and manage performance, the continuous tracking of KPI’s, and maintain a good supplier relationship, this could include Safran performing regular supplier revies and on site-audits. Then finally, continuous improvement and reviews. This would involve the evaluation of outsourcing success, help identify strengths and weaknesses or even potential re-sourcing, by using annual supplier assessments. 
By using outsourcing, it helps Safran Seats achieve cost control, efficiency and specialised expertise, some products it would be impossible to offer in house, as firstly it would be too time consuming and ultimately too expensive. By outsourcing some process’ Safran seats can offer top quality products to out customers, in a timely cost-effective way. By using a structured outsourcing process, it helps Safran ensure compliance, high quality, and importantly strategic focus. 





Question 3: The supplier selection and supplier relationship management (30 marks)
1. Discuss different types of supplier profiles (types of supplier profiles, segmentation by suppliers’ operational risks and responsibilities, segmentation by product lifecycle). (15 marks)
Supplier profiling is where the company analysis and classifies suppliers based on their strategic importance, performance and risk to the supply chain. Its helps Safran manage relationships, allocate resources and look and risk effectively to ensure the smooth running of the supply chain. 
There are five types of suppliers, strategic suppliers, Preferred Suppliers, Approved Suppliers, Non-critical Suppliers and Developmental Suppliers.  
The suppliers’ roles change and develop as the product evolves. Firstly you have the development stage, this includes the need for innovation and flexibility, for example the use of prototype electronics in new seat development. Then the production stage, this is where the focus may shift toward cost efficiency, quality delivery and importantly reliability, with safran this would include get seats certified for production from suppliers. Next the after market stage, this involves being able to provide spares and repairs for maintenance and support which is very important for Safran. Some seats can be in service for a number of years so need to be able to be repaired and upkept. Then finally the phase out stage, this is being able to manage the en of life materials, recycling and replacement sourcing for airlines we are supplying to. 
Supplier profiling enables Safran Seats GB to align our supplier strategies with risk, performance, and product lifecycle need, this ensures we can offer top quality products and serivies to the airlines we do business with, it also helps Safran to ensures cost control, innovation, and supply chain resilience which is a massive issue in todays market due to civil unrest, massive overall demand and a change in what airlines require.  through appropriate relationship management and segmentation we can assure we maintain a strong working relationship with the thousands of suppliers we deal with.  





