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SECTION A: COMPULSORY
QUESTION ONE (30mks)
a) Define the following terms

i.  Purchasing management (2mks)

ii.  Supply chain management (2mks)

iii.  Logistics (2mks)

iv.  Procurement (2mks)

b) List FOUR documents used in the purchasing process (4mks)
¢) Explain FIVE sourcing techniques (5mks)
d) List FIVE components of physical distribution (5mks)

e) In 2019, XYZ Ltd anticipated a demand of 50,000 units of chairs. The purchasing
department established with the supplier that each order would cost Kes 5,000 per 100
units of chairs and a cost of Ksh 800 per chair. The carrying cost per unit was 0.2% of
cost of each unit of chair. Determine the following

i.  The total holding cost

(2mks)
ii.  Total ordering cost (2mks)
iii.  Total cost of inventory (2mks)
iv.  EOQ (2mks)

SECTION B: ANSWER ANY THREE QUESTIONS

QUESTION TWO (10mks)

a) Briefly explain FIVE inventory control techniques (5mks)
b) Assume that a certain process has an 80% learning curve effect and the first unit took

2000 hours to produce. Compute the number of hours required to produce the first 32
units. (5mks)
QUESTION THREE (10mks)

a) Briefly explain FIVE sourcing strategies (5mks)
b) Discuss FIVE methods of vendor solicitation (5mks)
QUESTION FOUR (10mks)

a) Describe the break-even point in make or buy decisions (2mks)
b) Briefly describe the purchasing process or cycle (8mks)
QUESTION FIVE (10mks)

a) Discuss the FIVE types of inventory control techniques (5mks)
b) Briefly explain FIVE principles of purchasing Smks)
QUESTION SIX (10mks)

a) Explain FOUR ethical issues in purchasing of trends in operations chain management

(4mks)
b) Discuss the relationship between the purchasing department and any other THREE
departments in an organization. (6mks)
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