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St Mary University College
Faculty of Business
Department of Management

The Questionnaire is filled by employee of Food fothe Hungry Ethiopia
Objective of the research:This questionnaire is designed to gather infornmatdout the
purchasing practice go behind the organization Foodhe Hungry Ethiopia. The information
obtained will be used for the preparation of a @epaper for the partial fulfillment toward the
degree program in managemenPlease note thatour ideas, views and information in this
regard are very valuable to our endeavor.
N.B. Please give your answer on the space provided t&igki mark in box corresponding to
your response()
. No need of writing your name.

. You are kindly requested to answer all questions.
. You are very appreciated to spend your time tm{lthis questioner.

Part |

Gender Malé Femald
Your current position
Category of work

Senior Manager Other Managerial Custodial
Professional Supervisory
Length of service in the organization
Less than two years 2-5 years 6-10 years
11-15 years above 15 years
Part Il
1. Does purchase requisition issued at the reordetpoi
O Yes NdoJ

2. If your answer is ‘No for question #1, do you hamough time to purchase the required
item?

OvYes Nd&J

3. What type of material you mostly purchase?
O Goods
O Service

4. On the issuance of purchase requisition are defadcifications given to purchasing
department?

O Yes NdJ
5. Before approval of purchase requisition, does tidgbd considered?
OYes Nd
6. Is the annual purchasing plan put in place beforgearly consumption?
O Yes N&J
6.1 If ‘yes’ to question no 6, do the annual plan lributed to purchasing in department for

efficiency?
OYes N&]



6.21f ‘No’ to question no 6, by doing so less, does tompany incurs extra cost by making the
quality purchases?

OvYes N&J
7. Is there supplier recommendation by the requesteardiment?
OYes N&J
7.11f 'yes’ to question number 7, does the recommé&ondaased on knowledge?
O Yes NG&J
7.2 If ‘'yes’ to question number 7, does the suppliedterial meet the request
specification?
O Yes NdJ
7.3 If ‘'yes’ to question number 7, do you think thaete will be personal benefit
(corruption) by  the requisitioning party?
O Yes Nd-
8. Does the purchasing department has the followigditias for their own to undertake their
action effectively?

Vehicle O Yes Nd-
Assistant O Yes NdJ
9. What does the company frequently buy?
Local Material O

Imported Material O
10.1s there frequent purchasing price change dueflation?
O Yes NdJ
10.1 If ‘yes’ to question number 10, does the inflatioegatively affect your annual
purchasing plan?

O Yes Nd
10.2Does the management of the company has tried\e by taking protection?
O Yes Nd-
10.2.1If yes to question number 10.2 which of the foliogvprotection measure is taken?
O Stock
O Subsidizing

O Substitute material
O Long term contract with supplier
O Other

11. Have the organization ever suffered from late sufspm suppliers?
O Yes Nd-

11.11f 'yes’ to question number 11, which situatiomstly occurred?
O Force major
O Price inflation
O For the best advantage
OProblem at custom



12. Does the supplier provide?

Right quality O Yes NdJ
Reasonable price O Yes Nd-
Required guantity O Yes Nd-
Right time O Yes NdJ

13.Is the service provided by the purchasing departrsatisfying your need?
O Yes Nd-
13.11f ‘No’ to question number 13, please list anypligmsure.

14. In your view, what are the area that purchasingadenent needs to work more to increase
their efficiency.

15. What do you like most about purchasing departmdren performing their duties?

16.In the space provide below, please write any atberments you may have that are not
addressed in the survey.

Thank You.



1.

Interview Question

Who is the responsible party on purchasing goodssarvice overseeing and finalizing the

purchase of goods & services in your organization?

2.
3.
4.
5.

What is your role on the organization purchasingepss?
What are the factors hindering the purchasing ur yoganization?
What are the measures taken and mechanism to yedbesse factors?

Does the purchasing section follow the written pasing policy of the organization and

standard purchasing procedures?

6.
7.

What are the things that challenge the purchasgpgudment most not to be efficient?

How do you rate the purchasing department perfoceamthe organization?
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Chapter One

I ntroduction

1.1 Background of the Study

Now a days purchasing is becoming more complex @mdessional for a firm but people
understand that it is one of the main ingrediemtafdusiness like creation, capital, personnel,
conversion and distribution to see the desiredltteBurchasing is a key department to the
existing business for the production, managementl ahbso responsible for outside
manufacturing. Years ago, there is purchasing deyest everywhere but couldn’t consider as a

profession and give that much concern, (Dobler6188-19)

Purchasing is the acquisition or exchange of gaodsb service with the total responsibility to
satisfy the user department needs and very impaidasupport production with the frame work
of organization policy, procedures and objectiv@grchasing is an essential business function
that has the same contribution to meet the objedfthe business like other business functions.
It is a science and an art that needs professidoalthe application and practice to guide the
business for success. Without a successful purdpasiis unpredictable to achieve the set
objective for the business exists, (Bhat, 2003 -468)

The survival of organization depends on the stiatpgrchasing because strategic purchasing
pushes the business to extract attractive outpuhprove profit by reducing cost. These are the
reasons that the researcher wants to investigatperéctice of purchasing in Food for the Hungry

Ethiopia.

In Food for the Hungry/Ethiopia, the supply of gecaind services are handling in different
sections. These are: online purchase, commoditghpse, head office purchase & project
purchase. The study focused on the practice afhysing in the Head Office of Food for the
Hungry Ethiopia, which has important role in dagdg activities of head office, projects office

and as well as donors in different countries.



1.2 Background of the Organization

Food for the Hungry is founded by Dr. Larry Wardonives in America. Once upon a time in
1970’s, he went to Asia to visit the people and sdksian countries were found in desperate
situation in their living. Most of them was in hwergand unable to feed themselves. He came
back to US and had a vision to the people in Balggh and other Asian countries. God gave
him a vision and read a Bible of Psalm 146:7b gayirfhe upholds the cause of the oppressed
and gave Food to the Hungry”. With this main uisiee started to collect funds and begun relief
work in Asia. Since then, Food for the Hungry growsover 40 countries in the world and
currently the organization operates in many Asiath African countries. Its international office

found in Bangkok, Thailand and Arizona, United 8sadf America. tttp://www.fh.org)

Food for the Hungry is a Christian, InternationaliBf and Development Organization, founded
in 1971 is incorporated in Geneva, Switzerland.vison is to work towards physical and
spiritual hungers ending worldwide. This is donetigh holistic ministry, which means helping

people with all their needs: physical, spiritualdasocial. ttp://www.fh.org)

In Ethiopia the organization started its operafiori984/85 during severe drought in Northern
part of Ethiopia specifically, in South Gondar ZdBienada, Lay Gayint and Tach Gayint where
there is no road net work. Its operation was onlispt@ne over 200,000 thousand people have

been supported by Relief ProgramH( Ethiopia Brochure, 2009)

The donors are from many countries including peabdonation, but Food for the Hungry gets
most of the donation from USAID (United States Agefor International Development), CFGB
(Canadian Food Gain Bank), and South Korea GovemhniMajor programs executed are: -
MYAP (Multi Year Assistance Program), CDP (Childrédevelopment Program), Health
Program, Relief and Emergency Program, Food Segcuarid Economic Growth Program,
Education and others.



Objective of Food for the Hungry/Ethiopia

Any organization needs to have clearly specifiegdives which help to perform the necessary
activities to measure how effectively the organaatis operating. According to a written
document obtained from the Food for the Hungry &la, the objectives of the organization is

working on the ending of physical and spiritual gers worldwide.

Vision
“God called and we responded until physical andritspi hungers ended worldwide.”
(FH/Ethiopia Brochure, 2009)”

Mission

As an international institution, the mission usédwaer the world is stated beloWWo walk with
churches, leaders and families in overcoming alin®of human poverty by living in healthy
relationship with God and his creation. Food fag Hungry embraces an intensely personal and
biblical response to God’s call to end physical apglitual hungers worldwide. This intentional
walk with the poor mirrors God’s walk with eachus, recognizing our own brokenness and His

transforming grace that brings out our God-giveteptal. fttp://www.fh.org)

1.3 Statement of the Problem

Purchasing consists of actions taken to build aathtain desirable supplies with target quality
and cost. Beyond simply supplying goods, serviakaso creating transactions, the goal of each
and every purchaser has to be to retain and gri@etefe purchase procedure. Purchaser need to

build strong effort by consistently delivering coatent and superior value.

Growing & retaining supplies can’t be achieved galerganization tries to change its strategy to
effective purchase procedures. Effective purchaseegures are steps to be followed by the
purchasing department using the fundamental puecpascedures and organization purchase
policy to acquire goods and service to satisfyribeds, in return for a long term profit. In this

strategy, Purchaser doesn’t focus on one timetpmatfier they fight for life time profitability of



the firm. Effective purchase procedures demandsagement and other sections support for the

common goal of the organization.

Purchasing department is working with almost tls¢ of others sections inside the organization
and outsider firms. There are some factors thaca#ffective purchasing. To mention some of
them:-

* Individual (buyers) personal interest

e Corruption

e Suppliers
e Time
* |nflation

» Lack of knowledge and others.

The above problems are the general challengesntbat firms faces when they focus on the

acquisition of goods and service and giving litfephasis to the standard purchase procedures.

Here are some of the reflections of poor purchaaetige by Food for the Hungry/ Ethiopia

. Delay of items caused by, the requested depattdaesn’t give detailed specification, the
requested department doesn’t consider their buddetn approving to begin the purchase
process and supplier’'s problem in delivering tleamg at the right price, time & place due to

personal interest and current situation.

. The purchase department faces lack of yearlghase plan and material request for long
period of time forwarded from programs. This psshlpushes not to purchase bulk items and
lead the organization for unnecessary costs.



. Internal justification prepared by the requesdegartment to favor suppliers as individual
interest not based on criteria, even sometimesab#ie criteria. As per the purchasing policy
justification should be approved by the approvedhsy country director only but most of the

time it is not implemented.

. The purchase department faces shortage oftjaailid assistance like vehicle & person to

assist the purchaser. As per the purchase poleng timust be only one purchaser at head office.

1.4 Objectivesof the Study

1.4.1 General Objective

In line with the above problems, the overall ohjexf the study was to assess the purchasing
practice of Food for the Hungry/Ethiopia, so agdme up with recommendation that would be

used to have a good purchase practice in the @atom under consideration.

1.4.2 Specific Objectives

The specific objectives of the study are as follows

» To assess the degree of frequency of delivery deldyits causes.

* To assess the causes of the absence of use @n(fittmal) purchase policy & procedure.

* To investigate factors that determines the sucoéspurchase practice in Food for the
Hungry/Ethiopia.

» To identify the type of purchasing the organizatibnod for the Hungry/Ethiopia) use.

* To Assess whether Food for the Hungry/Ethiopia gwephasis to the 5R’s (right quality,
right quantity, right time, right place, right pej



1.5 Research Questions

* What does the degree of frequency of delivery diglai like?

* What are the major causes of the delays as it exibod for the Hungry/Ethiopia?

* What things forced the purchase department to do jbb without the written purchase
policy?

« What are the problems that challenge the succesgsitdhasing practice of Food for the

Hungry/Ethiopia?

* Which type of purchasing system does the firm use?

* Does the company give emphasis to the 5R (rightityuaight quantity, right price, right

time and place?

1.6 Significance of the Study

Importance of the study will be more than for thienf Some of the benefits of the study will be:-

It encourages the management to understand thétsesfeeffective purchase procedures.

» It may be as base for future study on similar issue

* It will open a door for purchasers who will reack tresearch’s output to know about the
benefits & steps to be followed in effective pursing procedure.

1.7 Delimitation of the Study

Even though it was too good to study the issuelloparchasing practices in Food for the
Hungry/Ethiopia, due to many reasons and limitatitke finance, time and others the study has

focused on the practices of purchasing handledrh#ad office purchasing unit only.



1.8 Research Design & Methodology

1.8.1 Research Design
The research design used for this study is desariptethod.
1.8.2 Population & Sampling

The head office of Food for the Hungry/Ethiopia masv a total of 100 employee excluding

temporary & foreign volunteers. From this, the sthds focused on the 45% of the head office
stuff which are 45 employees. Because most of thiehase goes through head office and easy
situation to asses the problem, the researcher usgosive sampling techniques to choose the

respondents.

1.8.3 Types of Data Collected

To full fill the objective of the study, the reseher used both primary and secondary data and
also observation. The researcher used questiomkinégrview for the primary data and also
purchase policy, monitoring & evaluation reportigany’s profile, brochures for the secondary

data

1.8.4 Methods of Data Collection

The researcher has distributed questionnaire tdogmgs at head office and it was the best
alternative method for primary data collection aido interviewing some employee that are

concerned with the job. Reviewing purchase polmognitoring & evaluation report and other

department reports were done for the study asandecy data.

1.8.5 Data Analysis Method

The researcher used frequency count and percefbagealysis of data and presented in a

statistical table.



1.9 Limitation of the Study

There were some constraints to limits the studg fikancial limitation, shortage of time and
lack of experience is. The researcher could hakiemaed better results by inclusion of data from
large sample for long period of time. But it wag possible because of the constraints indicated

above.

1.10 Organization of the Study

The study has four chapters: - Chapter one considsickground of the Study, Background of
the Organization, Statement of the Problem, Ohjeadif the Study, Basic Research Questions,
Significance of the Study, Delimitation of the SgudResearch Design and Methodology
,Limitation of the Study. Chapter two consists @viekw of Related Literature. Chapter three
includes Data Presentation, Analysis and Interpogta The last chapter has Summary,

Conclusion and Recommendation.



Chapter Two

2. Review of Related Literature

Purchasing is one of the basic functions commoallttypes of business enterprises. It is basic
because no business can operate without it. Thgs,sticcess of a business of a business
enterprise depends on the purchasing executivedaes on the executives who administer the
other function of business. In order to manage rapgdions effectively and efficiently every
functions of the firm shall be given due considera. Particularly those functions of the
organization taking significant portion of the betigrather require preferential attention.
Purchasing is one of the major functions of a giggganization in most cases; more than 50% or
organizations’ budget is spent on purchase of nadd¢eaind various services. Thus considerable
attention given to purchasing would have bribe.

As we approached the twenty first century, the nete function will continue to assume
increasing importance in the nations of the indakted worlds. So, all managers should

understand the general concepts and problems ahasing and managing materials.
2.1 Definition of Purchasing

Basically, purchasing authority is a conferred atith along with a delegation of responsibility.
The general principle is that authority should lbenmensurate with responsibility. Both these
criteria are appraised and decided by the manageasethought appropriate to the functional
responsibility. Purchasing department rarely hag difficulty in exercising its authority and
increasing its scope of responsibility in servingeo facets of Materials management. Thus,
constant liaison with production, engineering, ssorinspection and quality control, inventory,
control, traffic, distribution, sales and accougtare all important features of this service aspect
(Dobler, 1996, 18-19)



Purchasing is both a science and an art. It isesnse because there are certain basic principle of
purchasing. The application of these principles.emviput into practice, makes the art of
purchasing an interesting job. Every purchaser lshdherefore, acquaint himself with these

basic principles and apply them to his job, (D&@&0)3, 54)

Purchasing implies the act of exchange of goodssamndces for money whereas procurement is
a genuine term with a wider connection for the lte&sponsibility of acquiring goods and
services. In its narrow sense, purchasing’ refemaérely to the act of buying an item at a price.
In a broader sense, purchasing is a materials emelapment strategies required for the proper
selection of materials and sources of supply, negog with supplies for best price terms,
placing purchase orders, follow-up to ensure timdblivery, co-coordinating with other
departments via, receiving, inwards inspectionrestaand accounting (bills payable section.),
(Bhat, 2003, 461-462)

The term ‘Procurement ‘ is broader in its meanimgl @overs the duties performed by the
purchasing department as well as such additionattions of materials supervision and
management as inventory control , incoming maténisphection and salvage operations, (Bhat,
2003, 461-462)

The purchasing function comprises the essencialites associated with the acquisition of the

materials, services and equipment used in the bperaf an organization, (Dobler, 1996, 35)

Purchasing is the time taken to complete the stamaleivities of the purchasing cycle composes
the lead time, which stated otherwise would reathadime that laps between the identification
of a need and it’s fulfilment, (Gopalakrishnan020143)
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In general purchasing can be defined as acquisifisequired materials, services and equipment
used in the operation of an organization. It is ohéhe basic functions common to all types of
business enterprise. In order to fulfill the bassponsibility of optimizing company profit, all

business function must into a unified whole. In mbsisiness organizations there is the
purchasing department, and the department is aofiaitfirm whose duties include some part or

all of the purchasing function.

The purchasing function is usually performed ecogatly and efficiently by a specialized
Centralized purchasing Department, directed byileedkpurchasing manager But the Purchasing
function does not have to be performed in such an@@a In practice it is sometimes performed

by any member of different executives on department

2.2 Purchase Vs Procur ement

The term procurement has its background with thead&tion of early governments. Today, it is
widely used by the armed forces to define one wéis supply functions involved in logistic

activities. Government defined procurement as é¢hére process by which all classes of
resources (people, material, facilities, and ses)icfor a particular project are obtained.
Basically purchasing and procurement are the samidowever, procurement concept
encompasses a wider range of supply activities tleeas purchasing function and it's typically
includes a broader view of the traditional buyimer with more buyer participation in related
materials activities.

Specific activities usually included are:-
I.  Participation in the development of material sexviequirement and their specification.

ii. Conducting materials studies and management ofevahalysis activities. Here, value
analysis is represents a potentially powerful $abols, which can be used by management in
controlling materials costs. The fundamental dijecis the procurement of materials
representing the “best buy” in terms of the funesido be performed the two general tools are

design analysis of the required product part oremas and cost analysis.

11



iii. Conducting supply market research.

iv. Management supplier’s negotiations.

v. Administrating purchase contracts.

vi. Managing supplier quality

vii. Buying of inbound transportation

viii. Management of investment recovery activities (iSalvage of surplus and scarp),
(Dobler, 1996, 35)

The purchasing function comprises the essentialiges associated with the acquisition of the
materials, services and equipments used in thebperof an organization. In the broader sense,

the functions and responsibilities include thedwaiing: -

* Obtain the right quality and quantity of materias the right price and time so that

production will not be hampered. This is the fastl for most competitive price.

* See the purchase are made at the most competiioee p

» See the funds are utilized on pruchase4s with timest discretion.

» Cost reduction this can be achieved not only bypetitive buying and negotiation but also

by techniques such as standardization, value aea{s

e See that purchases are made only against authopuethase requisitions and proper

sanctions.

» See if material intended can b manufactured irpthet by utilizing spare capacity.

» Deal with the suppliers regarding shortages, rigjest etc reported by the stores.

* Inform stock control of any charges in the delivenye and the most economic quantities.

* In the case of delay in obtaining supplies agai@sy purchase requisition keep the

department concerned informed of progress.

* Suggest latest and more economical materials ®bygthe manufacturing department. This
could be done because of its contracts with outsidece of supply.

» See the supplier's invoices are promptly paid eyabcounts department.

* In many companies, the purchase section also hatttdedisposal of surplus stock and scrap.

Because of its better knowledge of market condétiand of the dealers.

12



Thus in essence, procurement tends to be boardemmame proactive, with some focus on
strategic matters, as compared with the typicallemgntation of the purchasing concept,
(Dobler, 1996, 35-36)

2.3 Purchasing Objectives

Establishing the purchasing requirements is anatipeal function in any business with physical
stock supplies. Purchasing activities involve smgand obtaining supplies as well as paying
for them. Many forms of business activity requiteng kind of stock supplies. Stock supplies
required could include raw materials, componentisparading stock or job materials. The
purchasing objectives and the management aim &opthichasing function should be to obtain
the best possible supply terms. Because the majarecn in negotiating supply terms is the cost
of supplies, your main purchasing objective shooédmeasured in the average gross profit
margin. The gross profit margin is calculated aspRrcentage of gross profit made on the sale
of the stock item. It measures how cheaply you lpase stock supplies. The objectives of
purchasing can be viewed from three levels inclgdigeneral managerial level objectives,

functional/operational level objectives and ddrkl objectives, (Dobler, 1996, 41)

2.4 Types and Objectives of Purchasing

2.4.1General Managerial Level Objective

Purchasing plays a crucial role in the materialeylsecause it is in charge of the input stage up
to consumption in manufacturing. The efficiency tbé purchase cycle is reflected by the

Japanese slogan “we live by sale, but make ouitproy purchase” the process of purchasing
can’t start ticking, unless the purchaser knowstvidhéo be bought. He or she should know the
quality specifications, quantity required, timingrequirement and the place where to deliver the
items, (P.Gopalakrishnan, 2004, 143)

From the top managerial perspective, purchasingth@dollowing objectives, which can be

explained in terms of the 6R’s of purchasing.
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I.  Right Quality: - Quality is defined as simply “fithess for puged of the British Standard
Institution defines “the totality of features anlkacacteristics of production or service that bear
on its ability a given need” In meeting, this oltjee purchasing must select items, which have
sufficient quality to fit users requirement and @peations, the term quality as used in the field
of purchasing carries quite a different meaning tha usually associate with this word. In
common usage, it refers to the excellent featuth®Bubject “The right quality is the suitable of

an item for a given purpose”, (Bhat, 2003, 466)

[I.  Right Quantity: - The right quantity is more relevant to the fuage consumables or parts
or assemblies for manufacturing that for projedgibg fulfilling these objectives will enable to

provide a continuous and uninterrupted materighatminimum cost. In most organization the
decision of the how much purchase is more imporianthe close relationship of purchase

quantity a san schedule use.

The decision of how much to acquire follows claation of what is acquired therefore before
making decision considering factors that complicétat quantity decision are essential,
including:

. The larger the quantity is the lower the unity pric

. The large the quantity the higher the storage costs

. The larger the quantity is the higher the risk afmzage

. The larger the quantity the higher the cost of gemstorage

. The larger the quantity the fewer orders that bdlplace and hence the lower the ordering
cost, (Bhat, 2003, 466-667)

[ll. Right Price: - A traditional purchasing objective is to obtaim tlowest possible purchase
price. However, the common practice is to obtam Iblest life cycle price or the lowest total
acquisition cost. “The factors that affect the erf items are quality and quantity required
urgency of requirements, demand and supply of naddein the market, whether there is room
for competition or not, whether the past businetationship was good or not strained”, (Bhat,
2003, 466)
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IV. Right Time: - The delivery of the contracted item to the tiglace at the right time is an
important procurement function. Proper buying emleanproduction schedules with our loading
warehouse with excessive inventory and also miresthe unfavorable effects of price changes.
In case of regularly used or procuring items, righte may mean the time when the stock
reaches the minimum level adhering the respontsitsihared both by the purchasing unit, and
the approving body, (Bhat, 2003, 467)

V. Right Place: - this means right place of delivery. Every pwa®a contracts in addition to
time of delivery must clearly state the place diaey, (Bhat, 2003, 467)

VI. Right Supplier: - The right source is fundamental component or rtfagor purchasing
objectives. Basic information about the number lmcdtion of potential suppliers, the nature of
products, prices charged and forecasts of the @di@gnoondition can be acquired if we are to
analyze the supply market effectively rather thempsy to buy from traditional sources which
may not be competitive, (Bhat, 2003, 467)

But there are problems faced by the purchasmgemending securing right and permanent
source of supply. The first problem is identifyipgtential source of supply, then selecting the
right reliable supplier is also challenging. Thesmdifficult challenge is to secure long-term
relationship with the right supplier because of tly@gamic nature of the business environment
and continuous attempt of businesses to make bettdit relations with the right suppliers
might not last long. Hence periodic revision of ttatus of the relationship and making the

necessary amendments in agreements in required.

2.4.2 Functional L evel Objectives

The operational (functional) level perspective @®inore deeply to develop a set of statements
that provide practical and useful targets for deaisnaking purpose. This perspective contains
eight basic objectives, (Dobler, 1996, 42-44)
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1. To support company operations with uninterrupted fof material and services.

2. To purchase competitively

It involves keeping abreast of the forces of supahd demand and regulates prices and
availability of materials in the market place. ls@involves understanding of the suppliers cost
structure and then negotiate price and servicengeraent that are fair relative to the suppliers

actual cost.
3. To keep inventory and inventory loss of at a prattminimum.

Maintaining a large inventory is one way to achiebgective one, but it is also costly, hence the
supply management job is to achieve a reasonabnds between the level of inventory

required to support operations and the cost of/cagithe inventory.
4. To buy wisely

Buying wisely involves a continual search for bettalues that yield the vest combination of
quality, service and price relative to buyers’ ne#dmay also involve coordinating and
reconciling user’'s need with supplier's capabisitiéo achieve optional values considering both

issues.

5. To achieve maximum integration with the other depant of the firm it is essential to
understand the major needs of their using depatsnea that these needs can be translated in to
materials support actions. The most common typesupport actions are forecasting future
prices and business conditions, performing Econanaike or buy analysis etc.

6. To handle the purchasing and supplies managemectida proactively. In a Professional,
cost effective manner, Management should expectptieeeding the above objective to be
achieve in a professional manner are a cost thaapjgropriate with their value to the

organization.
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7. To develop effective and reliable sources of supply

Cooperative suppliers those are willing to work hwia buyer to help solve the Buying

organizations problems and to minimize its matenialated costs are Valuable resources.

8. To develop good relationship with potential suplieommunity and good continuing

relationship with potential suppliers.

The achievements of the preceding objective oméiraging relationship are maintained,
(Dobler, 1996, 42-44)

2.4.3 Detail Level Objectives

At this precise strategic buying plan are formuatéhe focus is on the detailed objectives that
are developed when precise buying plans are madeafdh of the major categories of material
the firm uses in its operation. These objectives ar
Produced from the second level objective and apieapto fulfill the specific needs associated
with each type of purchase, (Dobler, 1996, 44-45)

The precise set of objectives for each materiaicglly varies because the usage requirement,
the operating conditions and the markets in whielchematerial is purchased usually are
different. These objectives focus on points likealdy, sourcing, pricing, production and

inventory planning, (Dobler, 1996, 44-45)

2.5 Types of Purchasing

Purchasing in the business world is two, and tlhese
1 Purchasing for resale:- this type of functispérformed primarily by merchants.
2  Purchasing for consumption or conversion: - Pekgba buy material for consumption or

conversion are called Industrial buyer, (Doble98,918)
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2.6 Purchasing Roles

I.  The roles of purchasing in business managemerdlamerved form different angle: - First,
as a function of business; second as one of thie bksment required to accomplish productive
work, and third, as the department responsibletiside manufacturing, (Dobler, 1998, 19 -24)

1. Purchasing as a function of business

Purchasing functions are basic functions commoalitdypes of business enterprise. These
functions are basic because no business scan egevathout them. All business are
administered or managed by coordinating and integy#he following six functions:-

a) Creation: the idea or design function usuadlged on research.

b) Finance: the capital acquisition and financiahpiag and control function.

c) Personnel the human resources and labor relatimasién.

d) Purchasing: the acquisition of required materisdsyice and equipment

e) Conversing: the transformation of materials intoremmic goods and services.

f)  Distribution: the marketing and selling of goodsi &ervices produced.

By its nature purchase a basic and integral parbudiness management for business sot
successful, all its individual parts must be susfidsall its individual parts must be successful,
it is impossible for an organization to achievefith potential without a successful purchasing
activity. This is not of imply that all purchasinigpartments are of equal importance to success
of their companies. They are not, their importanesgies widely. The importance of any
individual business functions within a specific angzation is dependent up on a number of

factors such as the type of business goals, anbedo circumstances.

2. Purchasing as one of the basic element requiraddomplish productive work.

Purchasing deals with one of the five M’s (Machimegn, materials, money and management),

which is important accomplish the goal of develgpamd manufacturing of products. Materials
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are the lifeblood of industry (i.e. no industrialganization can operate without them). As both
the complexity of materials and the volume of pr@thn skyrocketed, materials become a much

larger element of cost.

3. Purchasing as a Department responsible for outsateifacturing

Materials which go in to a typical company’s protcan originate from either of two source i.e.

ii.  Production department which converts raw matennmtsprocess parts.

lii. Purchasing department which is not only purchasawg materials that the production
department converts into processed parts, butaitsis purchase finished processed parts. Thus,
the purchasing department has the responsibilidysanthority to schedule the delivery of outside
production. The parts made by the production depart are combined in assembly with the
part bought by purchasing department to make thgeoy'’s final products, (Dobler, 1998, 19 -
24)

2.7 Purchasing Policy

“A policy is statement that describes in very gah&rms may intend course of action”

After the fundamental objectives of an activity astablished, polices are developed to serve as
general guidelines in making operation decisiorst thannel actions toward achievement of
objectives. To facilitate this process, a set @raping procedures is subsequently developed that
details the specifications to be taken to get dedone, (Dobler, 1996, 45)

[Purchasing policy places the authority and respiynsior purchasing in the purchasing
Department. Every transaction between a buyersafier involving the transfer to Property is a
contract. From the beginning to the completiorafhsaction’ between a buyer and seller many
problems are involved and paper handling of thes# the administering of the business’
features connected with them are vital factorshim duccessful operation of the company. For
this reasons, the authority and responsibility wichasing rests with the purchasing department,
(Bhat, 2003, 273-274)
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The purchasing department is responsible to estaldnd administer purchasing policies.
Institute reports necessary to permit analysiswtlpasing performance, negotiate and approve
term contracts, analyze prices, paid for mateaald generally define how to obtain saving and

to co-ordinate purchasing procedures.

2.8 Purchasing Procedures

Procedures used in completing a total transactiormally vary among different types of
purchases and in different organizations. Howeparchasing procedures refers to the way in
which a purchase transaction is carried throughnfits inception to its conclusion. A purchasing
proceeding usually begins with an investigatiomeW suppliers can be made for renegotiation
contract with existing suppliers.

The general cycle of activities in purchasing mms¢rating a materials and suppliers is fairly
standardized. The following steps constitute thmcel purchasing procedures, (Dobler, 1998,
62)

1. Organizing of purchase requisition

I. The need for a purchase typically originates in oha firm operating departments of in
its inventory control section or it may be from rsser stores section. It is a stimulus for
purchaser to initiate purchasing. The essentiarmétion which requisition should contain
includes a description of the material; quantitgredrequired; estimated unit cost; the date; an
authorized signature, (Dobler, 1996, 89)

2. Verification of purchaserequisition

The purchasing department verifies whether theiséan is appropriately filled or not.
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3. Evaluation and selection of the supplier.

As soon as the need has been established and gbyedescribe, the buyer begins an
investigation of the market to identify potentialusce of supply. In the case of routine items for
which supplier relationship have already been dmed, little additional investing may be
required to select a good source on the other tsmg@urchase of high-value or new item may
require lengthy investigation of potential supi¢o make a decision about the most desirable
supplier.

4. Preparation of purchase order

Once a supplier has been sleeted the purchasingrtdemt prepares and issues a serially
numbered purchase order. In most cases the casgritbhase order becomes a legal contract
document. For this and other reason the buyerdpgsmg and forwarding the order should take
great care.

5. Follow-up

Also called expending, purchasing bear’s full respbility for and order until the material is

received and accepted. When there is a reasonbblece that the supplier may not stay on
schedule important orders with critical deliveryelahould receive active follow — up attention.
There may be a need to speed up (expedite) or @stay (de-expedite) delivery if the buyer
timing requirements under go unexpected changes.

6. Recelving and I nspection

The supplier ships materials with the packing shpjch itemizes and describes the contents of
the shipments. The receiving clerk uses this packlip in conjunction with his/her copy of the

purchase order to inspect call inspection committeenspect materials and prepare goods
receiving report for the accepting materials and rigection materials also prepare rejection
report and inform for suppliers on time in ordetd&e corrective action to verify that the correct

materials has been received.

21



1. Payment

The typical procedure involved is a simultaneoushefpurchase order, the receiving report and
the invoice. By checking the receiving report agtithe purchase order, the purchaser
determines whether the quantity and type of mdtemdered was in fact received. Then

comparing the invoice with the purchase order aueived.

8. Evaluating the purchasing performance

Purchases need to evaluate whether the materiehgss from the supplier have satisfied the
need of the users. This evaluation will help wketto consider the suppler next time. The
specific procedures employed by each should beydedito meet the unique needs of the firm.

Properly designed procedures should accomplishdbjactives. These are:-

ii.  Fulfill each task satisfactorily with minimum ofie, effort and proper work.
iii.  Effectively communicates and coordinate the effoftene work group with another.
iv.  Minimize overlapping effort and group conflicts.

v. Permit effective management by exception, (Dolle86, 89)

2.9 Forms of Purchasing Organization

There are three ways in which responsibility forghasing is organized:-
a) Centralized Purchasing

b) De-centralized Purchasing

c) Centralized —Decentralized Purchasing, (Bhat, 2883-485)
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2.9.1 Centralized Purchasing

Responsibility for purchasing function should bentcalized whenever it can be done without
sacrificing the efficiency due to restriction ofchd initiative. The advantages of centralization

are:

i)  Undivided responsibility,
i)  Consistent purchasing policies

iii)  High degree of purchasing power.

With centralized purchasing, all purchase recomskapt in one place and under supervision
and control, which facilitates easier compiling aotsulting the records.
Centralized purchasing is thus more effective fakirtg action to meet changing market

conditions.

Centralization aids in the standardization of sjeations and tends toward lower inventory
investments. The order quantities on vendors wallhigh resulting in lower purchase prices.

Usually any organization having a single locatiamstradopt centralizing purchasing as a rule.

In case of organization’s having multiple plantentralization must consider factors such as
geographical location of plants, similarity of puatls produced, type of materials forming the
bulk of purchases, special market situations mgatio large volume materials, location of
suppliers etc, (Bhat, 2003, 484-485)

2.9.2 Decentralized Purchasing

When manufacturing plants are widely dispersed ggagcally and manufacture different
products having different material requirementscetdralized purchasing is better than
centralized purchasing. In such case each manuiagtplant will have it is own purchasing
department. The purchasing manager directly rejpattie chief executive of the plant or to the

general manger (materials management) . But theidudl purchase departments of various
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plants will have functional relationship with ditec (materials management) at the corporate
management level. The corporate director for maemanagement will establish and enforce
general purchasing policies and procedures fdhalpurchase departments of different plants of
the organization, (Bhat, 2003, 484-485)

2.9.3 Centralized-Decentralized Purchasing

Many firms operating several plants whose geogcabhiocations may not be too widely
scattered and whose product and material requiresnmaany over a large number of similar
parts and materials used in common and in largetties, may adopt centralized-decentralized

purchasing approach.

A general purchasing department may be setup &blest general purchasing policies and to do
actual buying of common parts and materials anal talsupervise and direct the work of local
purchasing departments which are set up a each (idrat, 2003, 484-485)
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Chapter Three

3. Data Presentation, Analysisand I nterpretation

3.1 Introduction

This chapter deals with presentation, analysis iterpretation of the collected data and
contains duty of Food for the Hungry/Ethiopia. lillve discussed on the purchasing practice
and activities related with it. The information peated in this chapter is obtained through both

primary and secondary source of data.

The primary data were collected through direct @eas interview, using questionnaire and
observation. The secondary data were collected fitoenrecord documents, various written
sources such as journals, publications, magazowsepany’s profile bulletin, research finding

and other related written materials.

3.2 Characteristics of Respondent
A questionnaire has been disseminated to 45 emplofy€ood for the Hungry/Ethiopia who are
working in various positions and has direct or iadi link with organizational purchasing

activities. All filled questionnaires were corrgcteturned to the researcher.

Table 1. Gender of the respondents.

Item Response Frequency %
Female 17 37.7
Sex Male 28 62.3
Total 45 100

As it is shown in table 1, the number of male empto (62.3%) is greater than female one

(37%), which implies there is still unbalances ehder mix in this organization.
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Table 2: position and working category of the respondents.

Category Frequency %
Senior Managers 5 11.1
Other managerial 13 28.8
Supervisory 17 37.7
Professionals 7 15.5
Custodial 3 6.6
Total 45 100%

Among the respondents, 37.7% were supervisorsgtBhsws as the organization has been
engaged in the development work number supervisoes working in different levels of
organizational hierarchy, and this indicates tHathe respondents were well experienced and

can provide reliable information and also other aggarial consists of 28%.

Table 3: Work experience of the respondent in the organization.

Item Response Frequency %

sthan 2 years 8 17.7

17 37.7

_ 10 22.2

Years of service

7 155

ve 15 3 6.6

FJ 45 100

As shown in the above table 3, the work experiemtech respondents stayed with the
organization vary and it is shown that 37% of tegpondent has worked with the organization
between 2 to 5 years, 22.2% of the respondentsvhdeed 6 to 10 years, 17.7% of respondent
stayed less than two years, respondent worked Medss is 15.5% and employee worked more

than 15 years is 6.6%. This shows most of the eyeplthas been working for 2-5 years with the
organization.
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Table 4. Reorder point that purchase requisition issued.

Item Response Frequency %
Yes 37 82.2
Does purchase No 8 17.8
requisition issued at tf
reorder point? Total 45 100

This table 4 shows that, respondents which agreehpse requisition issued at the reorder point
accounts 82.2% and respondent accounts 17.8%/dgheipation don’t use purchase requisition
reorder point which indicates that the organizatias good organizational structure that helps to

facilitate purchase requisition process and desigmaf reorder points.

Table 5: Having enough time to purchase the required items.

[tem Response Frequency %

Yes 40 88.8
Do you have enough
time to purchase the No S 11.2

required item? Total 45 100

In the above table 5 shown that most of the em@dyadieves that the organization has enough
time to purchase the demanding items which acc88r8% of the respondents. On other hand
11.2% of the respondent think that there is a @mbbn the requisition made and prompt
delivery of items which is demanding for the offiese and rehabilitation programmed

discharge.
Table 6: Types of material that the organization mostly purchases.
[tem Response Frequency %
What type of material Goods 28 62.2
you mostly purchase? Services 17 37.8
Total 45 100

The above table 6 shows, out of 45 respondent®6P&lieve mostly the organization purchase
are goods but around 37.8% would think that mogheforganization purchase budget goes to
buying services, in the hope that services are rmugany stage in both head office and every
intricate of project sites.
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Table 7: Detail specification given to the purchasing department.

[tem Response Frequency %

Yes 15 33.3

On the issuance of
purchase requisition a No 30 66.7
detail specifications
given to purchasing
department?

Total 45 100

It is clearly shown that in the table 7 above anhtas been confirmed by some respondents
accounts 33.3% are agreed that detail specificatdmm’t given to purchasing department but
most of the respondents which accounts 66.7%, wieenthe organization requested for

purchases items, the detail specification has meenbgiven to the purchasing department in
which the supplier will be selected in accordandth ihe bid procedures, this goes because

request department gets lack of knowledge abouigand service.

Table 8: Budget consideration before approval of purchase.

Item Response Frequency %
Before approval of Yes 39 86.7
purchase requisition,
does the budget No 6 133

i ?
considered- Total 45 100

As it is stated about in the table 8, most of tespondents (86.7%) reply that the purchase
requisition mostly consider the budget allotted the approval. In divergent, 6 of the
respondents (13.3%) would not agree that the orgtian is considering the budget before

making a decision for purchase request.
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Table 9: Readiness of the annual purchasing plan before yearly consumption.

[tem Response Frequency %
Is the annual purchasi Yes 14 31.1
plan put in place before
on yearly consumption? No 43l 68.9
Total 45 100

As it is shown in the above table 9, a number afpoadents 14(31.1%) deem that the
organization give priority to the yearly office gamption before rushing to make purchasing,
more over the yearly plan is ready before to steetnew budget year. And in the other hand a
number of respondents which account 31(68.9%) rebsps the annual purchasing plan not put

in a place before yearly consumption.

Table 10: Supplier recommendation by the purchase requester department.

Item Response Frequency %
Is there supplier Yes 40 88.9
recommendation by the
requester department? No 5 11.2
Total 45 100

In the above table 10, most of the respondents 84998) reply as there is suppliers
recommendation when the request is made by thertdegat and 11.2% of the respondents do

not deem on it.

Table 11 Facilities given to the purchasing department.

%
Item Response No. Yes

=P No Yes
Does the purchasing Vehicle 45 0 100 0
department has the followir -
facilities for their own to Assistant 38 7 84.5 15.5
undertake their action
effectively? Total 45 45 100 100
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As it is seen in the above table 11, the orgaromdtias a vehicle facility in which the purchasing

department undertakes transportation of goods psezh but there is no vehicle which is

dedicated to the purchasing department and whetlegatepartment need they will be supplied
considering other work. In the other hand 38 (84.5%spondents are not happy with the

assistance being given to the purchasing departmedtrespondent 15.5% are agreed that
assistance given to the purchase department.

Table: 12: The Company that frequently purchases.

Item Response Frequency %
What does the compa Local material 29 64.4
frequently buy? Imported material 16 356
Total 45 100

According to the respondents shown in the abovie thh, most of the purchasing made by the
organization is from the local market which acceu2®(64.4%). But still there are respondents

16(35.6%) who suppose the organization managesn@emof purchases from abroad and
importing product through transit.

Table 13: Price change due to inflation.

Item Response Frequency %

Is there frequent Yes 45 100

purchasing price cha

due to inflation? No 0 0
Total 45 100

Regarding the price inflation as it is shown in thkle above all the respondent 45(100%) reply
that as there is frequent price changes due thatiorf. And it is believed that the change in

price would exert considerable impact on the puwsititaprocess of the organization.
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Table 14: The annual purchasing plan affected due to inflation.

Item Response Frequency %
Does the inflation Yes 41 91.1
negatively affect your
annual purchasing pla No 4 8.9
Total 45 100

In the above table 14, it is clearly shown that nafshe respondent, which account 41(91.1%),

suppose that the inflation has affected the orgdioizal annual purchase plan in the other hand

this has been diverged by 4(8.9%) of the resposdeht has participated in this research study.

Table 15: Management act on the problem.

[tem Response Frequency %
Does the management Yes 43 95.5
of the company has No 2 4.5
tried to solve by takin

_ Total 45 100
protection?

As it is shown in the above table 15, most of thepondents 43(95.5%) suppose that the

organization has tried to solve factors of inflatiand they think protective measure has been

taken. Whereas a few think which about 2 (4.5%@,dtganization has not tried to solve and take

protective mechanism on factors of inflation.

Table 16: Measures that are taken by the management.

Item Response Frequency %
oty 29 64.4
_ ~ sidizing 9 20
Which of the following|— i
_ _ stitute Materi 5 111
protection measure is :
J term contracwith
taken? _ 2 4.4
dlie
2re¢ 45 100
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As it is shown in the above table 16, respondeli®©£22%) deemed that the organization take
protective measures by safety as most of the psechgoods will be kept in the store, in which
the organization protect the inflation. According the respondent subsidizing take 9(20%),

subsidizing has taken 5(11.1%) and making a long t®ntract with supplier account 2(4.4%).

Table 17: Organization suffered from late supply from suppliers.

[tem Response Frequency %
Have the organization Yes 10 22.6
ever suffered from late No 35 77.4

supply from suppliers?

Total 45 100

In any does supplier and buyers relationship thareld be a sort of inconsistencies in which the
supplier could not deliver product and service gothyn As it is shown in the above table 18,
10(22.6) of the respondents has experienced sudfdor late delivery of products and services
but still most 77.4% believe that the relationshgiween the supplier and the purchasers has

been not destructive yet.

Table 18: Problems mostly occurred regarding the suppliers.

Item Response Frequency %
e majeut 6 13.3
e inflatior 28 62.2
Which situation is
the best advanta 10 22.2
mostly occurred?
er Probler 1 2.2
1 45 100

In the above table 18, most of the respondents emsupposes that the problems that usually
occur is a price inflation which is versioned 28@2) of the respondents and suppliers best
advantages account 10(13.3%), force majeure has bmeealed as 6(13.3%) of the total

respondents. On the other hand 1(2.2%) respondpiitd that there is other problem.
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Table 19: Suppliersitem quality, price, quantity and right time.

Response
[tem No Yes
Frequency % Frequency %

Right quality 4 8.9 41 91.1
Reasonable price 21 46.7 24 53.3
Required quantity 8 17.8 37 82.2
Right time 31 68.9 14 31.1
Right Place 39 86.7 6 13.3
Total 45 100 45 100

It is shown on table 19, most of the responden{9X41 %) and 37(82.2%) are happy with the
supplier delivery of goods and services with thgureed quality and quantity respectively and
averagely with the price reliability that accour4(53.3%). But still there are a number of
respondents 14(31.1%) and 6 (13.3%) questionedrthalance between the prompt delivery of

goods & service and supplier transport facility.

Table 20: Service satisfaction provide by purchasing department.

[tem Response Frequency %
Is the service provided by Yes 36 80
purchasing department satis
your need? No 9 20
Total 45 100

Based on the above table 20, 36 of the respon@@0is) are satisfied on the service rendered by
the purchasing department, some 9(20%) still complan the performance, logic and

procedures of the organization’s purchasing practic

33



3.3.1 Analysisof Interview Results

Interview has been conducted with the, Finance dore Logistic & General Service Head,
Purchaser, one coordinator and Project Managdreobtganization to gather information about
the purchasing practice of Food for Hungry/Ethioptecording to the written policy, the

purchasing department of the organization is aesible for buying products, services or
equipment at the best rate. The purchasing depattofean organization is responsible for
overseeing and finalizing the purchase of produesksivices or others to enhance the

functionality of tools of the organization.

Regarding to the purchasing of goods and services fime to time, many factors affect the
purchasing process the main one is the price ioflatas it is learnt from the purchaser, the
organization uses different mechanism to resoleefdlstors which hindered with regards to the
price inflation. To mention some, safety or havimgterial in store, subsidizing some of the
departmental budget to be the best of organizdtionaand making a long term contract with
the supplier are some of the measures that havethken so far. But still safety of material has

been confirmed as the best tools to minimize thenbog inflation.

Finally the organization used different types ofrghasing procedure, but there still
inconsistency mostly occurred regarding the supplest interest and force majeure due to this
and that factors sometimes the organization stdaese the local product which will be more

convenient in terms price and the desired service.
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CHAPTER FOUR

4. Summary, Conclusion and Recommendation

4.1 Summary

In any does government or non-government orgdanizagspecially for non-profit organization
choosing the best purchasing modalities would biespensible to manages the budget allowed
for a given project life and the facial year astale. One of the key components that Food for
Hungry/Ethiopia sounds and most of the purchasmoggss is being conducted depending on the
projects that run by the organization. As any omzmion, Food for Hungry/Ethiopia has
problems on its purchasing practice. The aim of tesearch paper is to explore and assess the
gap in the purchasing practice of the organizaiod what has been stated on the literature
review of this paper. The study was conducted Bintpa group of employees who worked in
the organization, by employing purposive selectimthnique. To assess the gap, 45
questionnaires were collected by making "stateroétite problem™ as base. Thus based on the

findings, conclusions and Recommendations are dtae/mext section of this chapter.

» The majority of male respondents constitute 62.3%h@total respondents.

» Concerning service year, employees who have beehkivgoin the organization from 2-5
years constitute 37.7%.

» Quite significant respondents who believe the oigdion uses purchase requisition reorder
point constitute 82.2% of the total respondents.

» Most of the respondents who believe the organimdies enough time to purchase items are
88.8%.

» Out of the total respondents, 62.2% believe mogt@brganization purchase is goods.

» Significant number of the respondents (66.7%) efrdspondent said organization requester
doesn’t give detail specification for the purchageths.

» Majority of the respondents who believe that pusehaequisition approved mostly
considering the budget allotted for the facial y@hrch constitutes 86.7%.

» Among the total respondents, 68.9% of the respasd#gemed that the organization give
priority to the yearly plan to the purchase depariin
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» Most of respondents who replied as there is suppliecommendation when the request is
made by the department 88.9%.

» All respondents who are not happy with vehicle ligciand also most of the respondent
84.5% are not happy with the assistance being diwaihe purchasing department during the
purchasing process.

» Regarding to purchasing made by the organizatignmhaof the respondents who believe
that purchase is from the local market constit4td® of the total respondents.

» Concerning to inflation all of the respondents megpthat there are frequent price changes
due the inflation.

» Most respondents who believe that the inflatioretd the organizational annual purchase
plan are 91.1%.

» Majority of respondent accounts 95.5%belived the brganization is trying to solve
factors of inflation.

» Almost all respondents 95.5% suppose that the argéon has tried to solve factors of
inflation through by safety.

» The highest percent of respondent are happy widltitgland quantity of the required items..
» Most of the time problem occurred in the organ@atin relation to purchasing is highly
caused by price inflation.

» Out of the total respondents, 80% are satisfiedhenservice rendered by the purchasing
department.
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4.2 Conclusions

Based on the summary, the researcher has conclabdedt Food for Hungry Ethiopia’s

purchasing practice as follows:-

. Concerning the frequency of delivery delay it cotddly be concluded that the opinion

comes from two groups, request department and iguppbdn the side of the requester there is a
lack of giving detail specification to the purchadepartment and approving the request
department & approving the request material withamrtsidering the budget. And also the other

problem is come from the supplier, which is incstesice of price, delivery time and place.

. As the above analysis shows clearly that the regleggartment doesn’t forward the yearly

purchase plan to the purchasing department fazieffcy.

. In the organization purchasing practice supplieoremendation is adapted with a lot of
reason like lack of knowledge, personal interest paorchase the required material without
approving the responsible party and without theclpase policy of Food for the Hungry
Ethiopia.

. According to the analysis all respondent are magipy with the Vehicle arrangement

given to the purchase department and most of thporelent reply assistant to the purchase

department is not satisfactory.
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4.3. Recommendation

. Therefore it should be the responsibility of botie trequesting department & the
purchasing department to agree on the specificaifotine requested material. For items that
might be difficult to determine their specificatidhis advisable to first consult with its end use
or with a technical person who might have a gooovkadge about it. However this procedure

must be done prior to the price quotation inquiry.

. Food for the Hungry/Ethiopia should also developoatrol mechanism whereby every
purchase request must be checked against its lbleaitridget prior to preparation for price

inquiry.

. The organization has to develop a mechanism tosshtmyal suppliers should keep list of
its loyal suppliers and use a selected supplieut€lpse process whereby only those listed as
loyal suppliers with a proven record of good praetior consistency in their price, quality of
items, strict delivery time and so on. Food for tengry/Ethiopia should also keep updating

this list to include or exclude suppliers as deemeckssary.

. Food for the Hungry/Ethiopia should have a strigliqy on preparing a yearly purchase
plan as part of the annual operational plan. Byngldhis, the organization benefits from a

collective purchasing and also saves enormousd&immest of executing the purchase process.

. Food for the Hungry/Ethiopia should recognize thgartance of purchase department for
the overall success of the organization and give ditention to the capacity building of its

purchase staff and capacitate the department hétihetquired resources.
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