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INSTRUCTIONS:  Answer question one and any other two questions 
 

Question One  

 Please read the case below and answer the questions that follow: 
 
Mwangaza enterprises is a private limited company which is operating within the industrial area 
in Nairobi.  It is owned by a family with long history in manufacturing and selling a wide range 
of upholstery products.  Their products have won a reputation all over the region for consistent 
quality. 
 
In the last three months the company has felt the threat of competition coming from other firms 
located within the country and even imports acquired from overseas.  One month ago, the 
company recruited a new engineering design manager, who initiated a design review of the 
whole range of the upholstery to be produced.  This has led to significant changes in the bills of 
material for each product.  Following these changes, the company has been able to ward off 
competition and most importantly the company has experienced increased demand for the 
products.  It is also imperative to note that the company has projected an increased sales ranging 
between 25% to 30% in the next six months. 
 
During the recent Board meeting attended by all heads of departments, it was agreed that 
although the company has improved tremendously, the procurement department must find all 
possible means to reduce the prices of raw materials and manufacturing costs including storage, 
distribution and materials handling.  
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The production manager received particular attention with regard to the manner in which the 
department operates.  It was noted that some existing manufacturing lines were not efficient, not 
coping with demand, frequently breakdown, occasional quality defects etc.  It was felt that 
production of some products could as well be outsourced to cope with the increased demand 
and competition in the market.  The mention of outsourcing has caused a lot of tension in 
production, procurement and other departments because of fear of retrenchment, job loss etc. 
 
The vision of Mwangaza enterprises is to become a world class company in the next ten years 
and the Board members came up with a resolution based on procurement and production 
department to play their role in order to overcome the herculean tasks ahead.  
 
Task: 
a) Critically, examine the contribution of procurement department in line with efficiency and 

profit maximization towards the company’s vision     (10 marks) 
b) Discuss the issues on which interaction and cooperation may take place between 

procurement and production department.     (8 marks) 
c) Briefly explain the likely benefits that will accrue as a result of advocating outsourcing of 

non-core activities         (6 marks) 
d) Procurement of low quality raw materials has great cost implications to both the procuring 

entity and customers.  In context of the above case justify this statement  (6 marks) 
 
Question Two 

a) Explain the distinct activities in line with supply management in an organizational set up  
(10 marks) 

b) In determining whether to institute centralization or decentralization of procurement as a 
strategy, certain factors can come into focus.  Discuss any five crucial factors that would 
favor the adoption of centralization       (10 marks)  

 
Question Three 

a) In the contemporary business environment world class organizations are replacing quality 
control with quality assurance.  Explain the reasons for this unprecedented phenomenon  

(6 marks)  
b) As a supply management consultant, you have been contracted by a firm to design 

develop and implement a project on supplier development.  Discuss with corporate 
management viable strategy that you will employ to accomplish the assignment (6 marks) 

c) Briefly explain the contribution of procurement officer in acquisition of capital goods.  
          (8 marks) 
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Question Four 

a) One of the procuring entities in the public sector has just been audited by a national Audit 
office.  The report from the National Audit office recommends a series of measures to be 
put in place on improving the procurement unit in this particular procuring entity.  
Summarize the most possible and main conclusions and recommendations that are likely 
to be captured in the Audit report       (8 marks) 

b) Explain why some procurement entities in the market prefer using consortium (6 marks) 
c) Discuss the common business ploys applied in business transactions especially when 

negotiating a certain contract or acquisition of goods or services   (6 marks) 
 
Question Five 
Write short notes on the following procurement management terms; 

a) Value engineering   (5 marks) 
b) Adversarial negotiation  (5 marks) 
c) Proactive procurement   (5 marks) 
d) Supply chain management  (5 marks)  


