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

a) 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 the complete cost of acquiring a product or service beyond the original purchase price. It incudes expenses incurred throughout the entire procurement process. Total cost of ownership refers to a financial estimate tht helps you understand the complete cost of owning an asset over its entire lifecycle. It is usually used to evaluate long term value beyond the initial purchase. In roles like supply chain, the iceberg analogy helps explain why focusing on only the ‘lowest’ purchase price, can be misleading.

In relation to the iceberg analogy, the purchase price would be the tip of the iceberg, the part that can be seen. However, underneath the tip there are many hidden costs that cannot be seen initially.  This analogy emphasises that focussing only on the price of purchase can be misleading and lead to poor procurement decisions due to the hidden costs that ca have much more significant value over time.

An example of where this has occurred in my company would be through Duqueine and Globa cocktail tables which was a strategic decision to make a choice of which manufacturer to source from. With these cocktail tables, Safran seats did a cost breakdown beyond the purchase price. This cost breakdown ranged from freight insurance, duties and installations to operating costs and repairs.
Overall, the purchase price of these cocktail tables was cheaper from global
Being a company located in China; Global cocktail tables freight costs were far more expensive than DUQUEINE. Overall, this caused the TAC of the parts to be increased. Aswell as this there were often issues with the specs and discrepant parts. The poor spec of these parts led to large costs of delay and rework which added to the TCO of the part. Using the cost of these TCO’s and TAC’s incurred by the global parts, a cost related decision was made to use the DUQUEINE cocktail table as overall they were cheaper.

In summary, whilst the purchase price is the visible and most discussed part within procurement of parts, there are a much more significant part of costs that cannot be seen. The analogy shows the significance of looking beneath the surface to uncover the hidden costs that will impact the long-term value of the parts. Taking into consideration TAC and TCO, procurement professionals can make a far more informed, strategic decision to improve supplier performance and have greater value for part over its lifecycle


b) Analyse how Kraljic's framework can be used to determine procurement positioning strategies for your organisation. (10 marks) 

  Strategic frameworks are used to classify and manage procurement activities based on factors, low risk and supplier relationships. It helps organisations make informed decisions on how to approach different types of purchasing and suppliers. 

Krajlics matrix consists of two dimensions, supply risk and profit impact to classify products into non-critical, leverage, bottleneck and strategic items. Each of these 4 quadrants have a description and a process they can follow. Items or suppliers in the non-critical category are usually low value, low risk. For parts in this category it is recommended to streamline processes and standardise procedures. An example of these parts within Safran seats would be office equipment.  Moving onto leverage items, these would be high value and low risk where it is recommended to use buyer power to negotiate and seek competitive pricing. Parts in this category would include raw materials. Bottleneck items are parts that are low value and high risk. An example of this at Safran would be screws that are needed for the final assembly line. If not present can cause delays. With these parts it is recommended to have a secure supply but develop alternatives. The last category would be Strategic items which are high value and high risk. An example of this would be a shroud from DUQUEINE which work cannot go on without them at safran seats. With companies like Duqueune it is important to build partnerships and long-term collaborations.

An example of how this has impacted strategies has been with the DUQUEINE shrouds. Safran and DUQUEINE have formed a strong partnership over the last 5 years where DUQUEINE even prioritise the parts going out to safran to ensure the company is covered for. Having a company like this helps with risk management as it means risks of delays are reduced. The strong supplier relationship aids towards this. This reduces the risk of delays and fines which.

Furthermore, parts in the bottleneck category have also been impacted by strategies pursued by this matrix. For parts like screws that have a high impact on the final assembly line but are cheap in price, strategic procurement have found alternatives in times of stress which can help supply the company if needed.

In conclusion, krajilics framework helps procurement professionals, not only in Safran , but across the world align sourcing strategies with business goals which helps mitigate risk and optimise supplier relations. It has become a fundamental tool within strategic procurement planning.

c) 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 strategic approach where similar products or services are grouped into categories to optimise purchasing decisions and maximise value. This strategy focuses on supplier relationship management, risk management, risk management and tailored strategies.

The categories within procurement are usually based on usage, risk and value. At Safran Seats parts are categorised with the following categories: Direct, Indirect, Services and Technology. Direct categories refer to raw materials and parts essential for production directly impacting final product. In safran seats this would include composite materials and seat electronics. Indirect category focuses on parts that do not directly impact the final product. In SAFRAN seats, this includes office supplies and tooling. Moving onto the services category this focuses on aspects like transport and testing. Lastly technology includes the types of techs used within the company. This includes aspects such as erp systems and design software.

To define and manage a category effectively there are steps that must be followed. the first steps is around spending analysis. This requires a review regarding historical spend data as well as identifying top suppliers and cost drivers. For example, at Safran they would look at certain spend data for DUQUEINE shrouds. Here they would see many parts ordered at high purchasing prices. The cost drivers for this part is the complexity of manufacturing this accurately as well as the importance of the part itself.
 
The second step is market analysis where you work to identify benchmark pricing and supplier capabilities as well as understanding supply market demands. 

Step 3 is to do with stakeholder engagement where you collaborate with internal departments and align category goals with business needs. Here the procurement team would communicate with teams such as engineering to align their goals and ensure the parts are being ordered to the correct specification that they require. Each seat in safran requires different dimensions so need to adhere to this.

Step 4 is a risk assessment where you review risks such as supply risks like single sourcing and lead times. You would use tools like risk heat maps. Reviewing aspects such as supply risk would help determine what supplier to choose and what improvements to make towards suppliers. Risk heat mapping is used with duqueine to determine the how well they deliver to schedule or to lead time. This will then enable plans to made to maintain or improve quality. Based on this map you can make decisions to continue sourcing or finding another supplier

Step 5 would be a strategy development where you define the sourcing strategy. For example, if DUQUEINE had been lacking on quality and on time delivery, an escalation strategy can be raised to try and improve what they’re doing

 Step 6: is the implementation and monitoring of these plans. This would be where the escalation strategy is put into place to improve this sourcing.

Overall, category management allows the procurement team to make a strategic approach to managing how parts are sources and money is spent. Grouping these categories and following a clear process o define and manage each category organisations like safran seats can improve cost efficiency which will help reduce risks.





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 improve purchasing activities. It helps organisations evaluate suppliers and their internal capabilities to ensure that they are aligned to the business goals. There are many reasons for this matrix. Firstly, it will categorise supplies based on performance risk and strategic importance, helps identify the correct approach to different types of purchase and finally helps identify areas of improvement for purchasing items.

The matrix is made out of 5 stages: Infant, awakening, developing , mature and advanced. The infant stage is where purchasing is basic and reactive where the company place orders and chase deliveries to catch up. This is usually seen in companies starting out. The awakening stage is a slight improvement. Here there is some awareness to procurements potential value were processes begin to be put into place. The developing stage is where it starts to become more structured and organised. There is signs of strategic thinking and supplier management. The mature stage is where procurement strategy is aligned with bith the businesses goals. Tools and knowledge such as Total cost ownership, supplier relationship management are used and put into place. Lastly, the advanced stage. This is where procurement becomes a strategic diver of innovation and is integrated fully with the business’ plans. Commonly, successful and larger businesses are found within the later mature and advanced stages of the purchasing development matrix.

Safran seats falls in between the mature and advanced category of the purchasing development matrix. I believe this due to aspects such as supplier collaboration. Safran seats have established long term contracts with suppliers such as Duqueine which enables them to get priority delivery and replacements. Overall theis helps improve risk management. There is also a strong strategic alignment within the company working towards long term business goals such as cost reduction. There is involvement towards eary supplier innovation  focussing on sustainability compliance and digital transformation in the supply chain. There is also strong use of data analytics within the running if systems such as leandna  and M3 which helps drive messages telling the procurement team when and what to order. This helps plan orders strategically in advance to avoid shortages. There are different supplier relationship approaches used for different areas such as reactive purchasing for hardware and tech. Safran are currently also working on projects  such as cost saving and innovation projects in rlation to sourcing.

In summary, safran seats’ purchasing function can be labelled as mature with some aspects in advanced  reflecting a well estavlished procurement function that is strategclly aligned ith the business.





b) Define outsourcing and explain the key steps involved in the outsourcing process. Use your workplace-based examples. (15 marks)
Outsourcing is the strategic use of outside resources to perform activities  traditionally handled by internal staff. This is commonly used by companies as a cost reduction fromat as it is cheaper to manufacture parts outside the organisation and buy them in

According to londsdle and \cox 1998, The steps include: Identify Core Activities 
This is where you focus on what your company does best—activities that add value and give a competitive edge. Outsource non-core tasks. Assess Value Chain Activities. Then you would Compare your organisations capabilities with potential suppliers. Outsource tasks where others can do better or cheaper. Analyse Total CostsIf doing it in-house is more cost-effective, keep it internal. If suppliers offer better value, consider outsourcing.Evaluate Supplier RelationshipsChoose suppliers who can build strong, value-adding partnerships and drive continuous improvement.

An example of where this has recentlt taken place would be regarding MGR and trimshop over capacity challenges at Safran. Previously safran where taking up work in the mu area of the company which was causing an overload of capacity . In order to internally reduce capacity, work was outsourced to MGR. This meant that the overall oad on safran had decreased helping out the employees however incurring costs in mean time through purchasing. The benefits included quality benefit =s improved terms and savings (regarding overtime) whereas ppurcahsing prices did increase.

In summary outsourcing is a common process used  by multiple companies to try and reduce costs and load across the business by oflloading work o other companies. It comes with many positives but also has it’s negatives.







Question 3: The supplier selection and supplier relationship management (30 marks)

a) Discuss different types of supplier profiles (types of supplier profiles, segmentation by suppliers’ operational risks and responsibilities, segmentation by product lifecycle). (15 marks)
A supplier profule is a reference document that souring professiona use for important supplier information. Ut helps when analysing what companies ti use based off of performance and compliance based off industry standards.

Safran seats use this with Duqueine which have over 500 staff ocated in massiiex in France and hae been a key supplier partner for over 8 yers. Some idf the issues with duqueine include the fairly long lead times. To try and reduce the chances of affecting safran seats, safran tend to order very far in advance.

There are many methods used too helped detect these new suppliers  such as market research which looks at the industry data for companies to determine if there are better sources. An example at safran where they noticed an issue regarding operaions was with AAT where they identified late delivreries and not up to quality parts. They also realised tha southdown, another company could produce and supply the same part  for a similar price with similar TCO’s. To identify this, they used the benchmarkingstrategy  to compare with other suppliers  based in cost, quality and lead time and aso performed site visits








b) 
c) Discuss the formal qualification criteria, suitability for the procurement strategy and the qualification team and process. Use your workplace-related examples. (15 marks)
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