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CHAPTER ONE
INTRODUCTION

1.1 Background of the Study

Purchasing is the responsibility of buying the lsiraohd quantities of materials authorized by
the requisitions issued by production schedulingyventory control, engineering,

maintenance and other department of function regumaterials (Leenders, 1989:25).

Purchasing in considered to be as one of the mgsbritant for manufacturing companies
and other organization to determine the succeghefmajor business functions when it
affects much of the saving of funds and businedsrerses. The role of purchasing has
changed from simply cost cutting to profit genergtithus managing purchasing in an
effective and efficient manner meant paying the whthe organization to maximum profit
which in turn leads to an increase in its wealffurthasing is an essential business function
that should be on the name level contribution tm fin success as the other major business
functions” (Donald and David, 1996:19).

Ethiopian Textile Industry Development Institutel(BI) is established on thé"une 2010
pursuant to council of ministers regulations No/28Q0. It is established to provide the
required developmental support to those who haea leagaged and wishing to engage in
the textile sector business. In addition, to clpsebordinate and support the sector is
development in the framework of one-stop servigé institution has young and energetic
man power and it also professional leadership leffzeld to be one of the fastest growing
institutions in the textile section. At this mometite institution has 183 employees at
different qualification (Fekadu, 2012:3).

The primary objectives of the study is how purchgsis practiced in ETIDI. The most
significant factor that determines the successwflaisiness is management of the company
as a whole. The major function commonly includethe organization are research and
development, purchasing, human resource, markatidginance.



The concern of my research is on how purchasingsptaportant role in institute when
v’ Critical resources are obtained from outside souecewvhen it is better to buy than
make
v" Major institute expenditure is purchasing expense
v Itis frequencies.

1.2 Statementof the Problem

According to Shridhara (2003:461) purchasing isanagerial activity involving planning
and policy formulation, research and developmemategies required for the proper
selection of materials and sources of supply, natjog) with supplies for best price terms,
placing purchase order, follow-up to ensure timeilivery, coordinating with other
departments viz., receiving, inwards inspectiomgrest and accounting (bills payable
section).

The overall objective of purchasing is understosdbaying materials of the right quality, in
the right quantity, at right price and from thehtigource. This objective indicates broadly
the scope of various alternative possibilities fsas make-or-buy or evaluating alternative
vendors) before the act of purchase. It is impdsditr any organization to achieve its full
potential without a successful purchasing actif@gridhara 2003:464).

The success of any manufacturing activity is larggépendent on the procurement of
materials of right quality, in the right quantitidsom the right source, at right time and at

right price — popularly known as five ‘r's of the af efficient purchasing.

By the preliminary observation | made in the inggtthrough analysis different period of
performance evaluation report the institutional gmarchasing system and less achievement
were happened from the work place and mentiondh@ing reasons.
v' There is no understanding with the supplier whea tlme of exchange of
documents.
v' There is lack of supplier reliability.

v' There is lack of technical skill (technical probEm



v' There is Currency, fluctuation after the product been ordered (in the international
or foreign purchase).
Addressing the above points, the research invdéstighe purchasing practice of the ETIDI,
came up with recommendations that could contrifmtémprovement of purchasing system
and the Ethiopian Federal Government Procuremerd &noperty Administration

Proclamation.

1.3 Research Questions
» What is the practice of purchasing in the ETIDI?
» What are the challenges affecting the purchasistesyin the institute?
» How suppliers are selected for identified goods semgtices?
» What are the long rupoliciesof the institute to coordinate its function efigety

and efficiently?

1.4 Objectives of the Study
1.4.1 General Objective
The general objective of the study is to assespuhehasing practice in ETIDI.

1.4.2 Specific Objectives

v" To describe the practice of purchasing in ETIDI.

v" To determine the factors affecting the purchasirsgesn.

v' To identify the system and approach used to sslgmpliers.

v" To assess the co-ordination of the institution waithers during purchasing and the

purchasing procedures and policies of the instituti

1.5 Scope of the Study

Purchasing management activities are broad butobnde most important function of
material management. The study limited to purcltasimanagement practices of ETIDI.
ETIDI has not other branch it is only one branchAiadis Ababa. Therefore, this study
focused in the purchasing department of ETIDI. €kaluation time period is from (2012-
2013).



1.6 Significance of the Study

Purchasing is considered as the basic and intpgrés of a business it is done frequently.
When most of the expenditure of the company is mased. It may help a company to
minimize cost and hence maximize profit is parattelthis consent. Furthermore, these
study have the following additional importance:-

« If the institute values this research paper, it Moplay how the purchasing
department can improve its work effectively andogghtly.

» It also helps how the institute can increase itcipasing efficiency by showing the
appropriate way.

e It includes important notes about that professidnporchasing and attempts to
minimize the misconception of discipline as a whalad its specific duties and
responsibilities.

* The paper may serve as a reference for academasaarch who wants to do a study

on purchasing practices.

Besides, the aim of the research was to see tlobgsing practice of ETIDI so that after the
completion of the paper any person or any busigesgpany including ETIDI can use it

specially the purchasing department.

1.7 Operational Terms

Purchasing is the function of buying machinery tools, gengapplies, raw materials
required by an organization (Nair, 1990:117).

Procurement is broader in it meaning and covers the dutiesoperéd by the purchasing
department as well as such additional functionmafterials supervisions and management
as inventory control, incoming material inspectiemd salvage operations (Shridhara B.,
2003:462).

Policy is a definite course or methods of action selectesh famong alternatives in the light
of given conditions to guide present and futuréoast

Practice: to do something repeatedly in order to improvéqrarance



1.8 Research Design And Methodology

1.8.1 Research Design

The study uses descriptive research method in ¢éodessess the issue as it exists and to get

such as background knowledge and to understanditing anstitution problem.

1.8.2 Population, Sample Size and Sampling Technigs

The unit of analysis for this research includes agens and employees of ETIDI. The

populations of that institution’s are 183. The sdamgize is 55 (30% of the population)

considers. Sampling technique used is stratifiedpiag and lottery selection method.

Stratify sampling used as sampling technique bec#us institution is divided in to many

directorate and to include proportional numbeemiloyee from all departments fairly also

use lottery selection to pick out employees frorargwirectorate who's going to be involve

on the research which make the research to evalnateery angle of employees view.

Table 1 Distribution of the Planned and Attended Rspondents

S.N Name of Directorate No Population Sample S

1 | DirectorGeneral 8 2

2 | Engineering Service Directorate 11 3

3 | Cotton Ginning And Spinning Technology 9 3
Directorate

4 | Weaving And Knitting Technology 10 3
Directorate

5 | Finishing Technology Directorate 10 3

6 | Garment Technology Directorate 17 5

7 | Marketing Directorate 10 2

8 | Research Laboratory Directorate 12 4

9 | Corporate Communication Directorate 7 2

10 | Finance And Logistics Directorate 63 19

11 | Plan And Information Management 15 5
Directorate

12 | Registrar Office 3 1

13 | Human Resource Management Directorate 8 3

Total 183 55

ze



1.8.3 Types of Data Collected

The research used both primary and secondary daseder to fullfill the objective of the
study. The primary data collected through questinenand interview. The secondary data
collected from published and unpublished documentgerial and books is used to get the
necessary information about the issue understudy.

1.8.4 Methods of Data Collection

Data collection made through primary and secondatg collection method. Primary data
gathered from employees and managements througtigumaires and interviews was by
asking the Director of finance and logistics diogate and team leader of purchasing
department. The secondary data from their institugirofile, documents were assessed.
1.8.5 Data Analysis Method

Descriptive technique is used to analysis and pnés the questioner and the interview data
used for evaluation and assessment of purchasiacfige. In order to arrive at certain

conclusion, data are edited, classified tabulatebamalyzed, and different percentage ratio.

1.9 Limitation of the Study
The researcher was faced different challenges adimguthis study. Some of these
* Questionnaires were not fully returned.

* Few open ended questions were not sufficiently anssv

1.10 Organization of the Study

The study organized into four separate chapters.firbt chapter deals with introduction;
background of the study, statement of the problessearch questions, objective of the
study, significance of the study, scope of the wtua@finition of terms, research design and
methodology and organization of the study. While second chapter deals with review of
related literature. The third chapter deals wittadaesentation, analysis and interpretation.

The fourth chapter includes summary of major figgdinconclusions and recommendations.



CHAPTER TWO
REVIEW OF RELATED LITERATURE

Some observers define the early years of purchakisry as beginning after 1850.
Evidence exists, however that the purchasing foncteceived attention before this data.
Charles Babbage’s book on the economy of machiaedymanufactures, published in 1832
referred to the importance of the purchasing fumctBabbage also alluded to a “materials
man” responsible for several different functionsabBage wrote that a central officer
responsible for operating mines was “a materiala”mo selects, purchases, receives and
delivers all articles required (Robert M. and €28109:20).

In the textile industry the selling agent often diled purchasing and was also responsible
for the output, quality and style of the cloth, tkelling agent was responsible for all

purchasing decisions, since the grade of cottoshased was a factor in determining the
quality of the cloth produced. Customer ordersdfammed into purchase orders for cotton

and subsequently in to planned production (Roberamd etal, 2009:20).

The greatest interest in and development of punegakiring the early years occurred After
1850s a period that witnessed the growth of the WoaeRailroad. By 1866 the
Pennsylvania railroad had given the purchasingtion@epartmental status, under the title
of supplying department (Robert M. and etal, 2009:2

2.1 Definition

Anyone who has written about purchasing has defihedvarious terms associated with
these concepts one way or another, which makesusionf about the subjects a real
possibility.

Purchasing refers to the function of procuring @tenials, supplies, machines, equipments,
tools, spare parts and services required for mgétie needs of production department and
maintenance department (Shridhara B., 2003:461).



All organization requires supplies of materials @edvices from outside source. Therefore,
purchasing and procurements are common functioagmiest all organization. Purchasing

implies the act of exchange of goods and servioesnoney where as procurement is a
generic term with a wider connotation for the tatasponsibility of acquiring goods and

services (Datta, 2004:94).

Purchasing is the process of buying learning ofrtéed locating and selecting a supplier,
negotiating price and other pertinent terms, follgyvup to ensure delivery and payment
(Leenders F. and England, 2006:4)

Purchasing is one of the basic functions commaalttypes of business enterprise (Donald
and David, 1996:19).

Purchasing is a functional group a formal entity tbe organization chart as well as a
functional activity buying goods and service. Tharghasing group performs many
activities to ensure it delivers maximum value ke torganization. Example includes
supplier identification and selection buying negttin and contracting supply marker
research supplier measurement and improvement @aetigsing systems development. We

will interchange the terms purchasing (Robert M athers 2009:20).

The primary goals of purchasing are to ensure ammpted flows of raw materials at the
lowest total cost, to improve quality of the fingsh goods produced, and the optimize
customer satisfaction. Purchasing can contribut¢h&se objectives by actively seeking
better material and reliable suppliers, workingsely with and exploiting the expertise of
strategic suppliers to improve the quality of ravatemials and involving suppliers and

purchasing personnel in new product design and ldewveent efforts. Purchasing is the
crucial line between the source of supply and tgamization itself, with support coming

from overlapping activities to enhance manufactilitgbfor both the customer and the

supplier. The involvement of purchasing and strategppliers in concurrent engineering
activities is essential for selecting componentd eaw material that ensure that requisite
quality is designed into the product and to aidotapsing design to production cycle time
(Joel and etal, 2011:33).



2.2 Objective of Purchasing

The objective of a world-class purchasing orgafomaimove for beyond the traditional
belief that purchasing primary role is to obtairod® and services in response to internal
needs. (Robert M. and others 2009:37-39).

Objective 1. Support Operational Requirements

Purchasing supports the needs of operations thrdbhghpurchase of raw materials,
components, subassemblies, repair and maintenéaos iand services. Purchasing may
also support the requirements of physical distrdvuicenters responsible for storing and

delivering replacement parts or finished produeaterid customers.

Objective 2: Manage the Purchasing Process Efficigly and Effectively
Purchasing must manage its internal operationsiefiily including:
» Determining staffing levels
» Developing and adhering to administrative budgets
* Providing professional training and growth oppotties for employees
* Introducing purchasing systems that lead to pradtygtimprovements and better

decision making.

Objective 3: Supply Base Management
One of the most important objectives of the purcitasfunction is the selection
development, and maintenance of supply a procegshvidhisometimes described as supply
base mgt. Purchasing must keep abreast of cumeditons in supply markets to:
» Ensure that current suppliers are competitive
» |dentify new suppliers who have the potentials éacellent performance and the
approach these suppliers with the objective of kigieg closer relationships and
* Improve and develop existing suppliers who arecootpetitive
* Supply base management requires that purchasirgy@uretter relationships with
external suppliers and develop reliable high, qualource of supply.
This objective also requires that purchasing war&atly with suppliers to improve existing

capabilities or even develop new capabilities.



Objective 4: Develop Strong Relationships with otheFunctional Groups

Purchasing must communicate closely with other tional groups, which are purchasing
internal customers. If a supplier's components @egective and causing problems for
manufacturing the purchasing must work closely whih supplier to improve their quality.

Objective 5. Support Organizational Goals and Objetives
Organizational goals imply that purchasing candliyeaffect (positively or negatively) total

performance and that purchasing must concern itg#iforganizational directives.

Objectives 6: Develop Integrated Purchasing Strategs that Support

Purchasing department actively involved with in togporate planning process can provide
supply- market intelligence that contributes taatggic planning (Robert M. and others
2009:37-39).

2.3 Function of Purchasing
According to Shridhara (2003:462) the functionshef purchasing department is to procure

the needed materials, supplies, machines, toolssandces at an ultimate cost consistent
with economic conditions surrounding the item bepgchased, while safe guarding the
standards of quality, continuity of service, conipet position and the company’s
reputation for fairness and integrity. The purchgsiepartment must also ensure that it does
not violate the laws governing commercial transagi The major functions of purchasing
management are:-

* Materials requirements review

» Specifications development for materials

* Make-or-buy analysis

* Materials standardization

» Determination of inventory levels

» Determination of quality requirements

* Negotiation of price and terms of supply

* Supplier selection

» Joint problem solving with supplies

* Supplier monitoring (follow up) and analysis

10



2.4

Communication of specification changes
Productivity/cost improvements
Development of sourcing strategy
Vendor analysis and vendor rating
Vendor development

Marker analysis

Price forecasting

Long-range purchasing planning
Determination of purchasing policy

Value analysis

Importance of Purchasing

It is a primary function, directly influencing tmeajor cost of operating a business.
Efficient operation of any industry depends upoopgr turnover of investment. The
purchasing department must ensure receipt of propaerials when needed, in
sufficient quantities to maintain production, aé tsame time it must not increase
investment beyond that required to meet currentisieend maintain a reasonable
factor of safety against stock out conditions.

Discovering new materials which may be used to athge as substitutes for
materials in use.

Identify possible new line of products to be added.

Building up good will in the business world with iwh it deals

See changes in trends, either in price of othéofadhat will affect the sales of the
company.

Its knowledge of vendors and the manufacturing arvadketing policies of other
industries make it possible for the purchasing depent to contribute invaluable
help in framing plans for initiation for new prodscscheduling of production and

determination of marketing policies (ShridharaZ®03:464).

11



2.5 Types of Purchasing

There are two basic types of purchasing in thenass world:
1. Purchasing for resale and

2. Purchasing for consumption or conversion.

And both are very different from the types of pwasing for resale is performed primarily
by merchants from the beginning of time, this hasrbtheir primarily responsibility. The
quest for goods to sell was the motivating ford¢es tead to the discovery of the new world
and the riches of the indies. Ancient merchantsitspeme of their time dealing with sales
problems, but they devoted by for the largest partof it to the search for suitable

purchases of ne goods that had markets appeal Id@and David, 1996:19).

2.6 Principles of Purchasing

The essentials of efficient purchasing are righdlityy right quantity, right time, right price,
right source and delivery at the right place (N&890:125-128).

Right Quality

It is the satiability of an item for assumes pussh#akes in to account function /purpose/
quality. Best quality refers to items with intrindiactors like excellence, superior etc. right
quality is the item that is suitable to intendedpgmse and the same time bought at the lowest
grade may be the right quality. The quality is tdenensional limits, composition
performance, durability etc of materials.

Right Quantity

It is a quantity that is not too much or too low fbe intended purpose. Too much quantity
is costly causing overstock, which increases imwgntholding cost, and too low quantity is
shortage /stock out/ causing operational interauptivhich results in tangible losses like:
Machine and personal down time less productivitg Eoss of customers. To get materials
discount, high volume of materials may be acquingsthis has adverse effect of increasing

obsolescence risk, increasing carrying cost anerideation.

12



Right Time

Deliver materials in time for use so that the piohn operation will not run out of
materials and as the same time materials will ead\®er stocked.

Right Source
Select the supplier which fulfills requirementgloé organization better than others.

Right Price
In the worth in terms of quality time and adequadysupply of an item obtained. It is

obtaining items at a lowest possible price consigts other requirement.

2.7 Purchasing Polices

Purchasing management develops policies to progdelance and support to the
professional purchasing and support staff. Thediige are general outlines clarifying

purchasing management’s position on a subject. 8\fhdny purchasing policies exist, most
fall into one of five categories, defining (Robktt and etal, 2009:71-77).

Polices Defining the Role of purchasing

This set of policies defines purchasing authoiityusually addresses the objectives of the
purchasing function and defines the responsilslitd the various buying levels. These
policies often serve as a general or broad poltayement from which more detailed or

specific policies evolve.

Polices Defining the Conduct of Purchasing Personhe

These policies outline management’'s commitmentttocal and honest behavior while
guiding personnel who are confronted with difficsitiuations. Some business practices are
technically not illegal but are potentially unetior questionable.

Polices Defining Social and Minority Business Objdives

Purchaser’s best interest to use its power to stigpoial and minority business objectives.
This way include supporting and developing localrees of supply or awarding business to
qualified minority suppliers. Purchasing actionghehape a perception of good corporate
citizenship pursuing social objectives may requime development of policies specifically

defining management’s position.

13



Polices Defining Buyer-Seller Relationships
The policies that are part of buyer-seller relagiups cover a wide range of topics, each

topic, however, relates to some issue.

Polices Defining Operational Issues
Policies that provide guidance for operational éssthat confront buyers during the normal
performance of duties (Robert M. and etal, 200%7L-

2.8 Purchasing Organization

Purchasing organization within the firm has evolee@r the years as the responsibilities of
purchasing component of firms changed from a &érisupporting role to playing an
integral role in business strategy developmentadditional to the actual buying process,
purchasing is now involved in product design, padun decisions and other aspects of a
firm’s operations. The decision of how to organme&chasing to best serve it purpose it
firm, industry specific and dependent on many fe;tsuch as market conditions and the
types of material required. Purchasing structure t& viewed as continuum with
centralization at one extreme and decentralizattdhe other. While there are few firms that
adopt a pure centralized or decentralized structhee benefits of each are worth a closer
examination. The current trend is toward purchasiegtralization for the vital materials
where firms can take advantage of economies ot saadl other benefits (Joel D. and etal,
2011:49).

2.8.1 Central Purchasing

Centralized purchasing is where a purchasing degsutt located at the firm’s corporate of
fice makes all the purchasing decisions includirdgo quantity, pricing policy, contracting,
negotiations and supplier selected and evaluafioel ©. and etal, 2011:49).

Advantage of Centralization

» Concentrated Volume

* Avoid duplication

* Specialization

* No competition within units
* Lower transportation costs
e Common supply base

14



Disadvantagesf Centralization

e Causes delay in the Purchasing process
* May lead to internal conflict between other depisl the Purchasing dept
e Too many paper works

» Stress of re-routing the Purchasing cycle overauat again

2.8.2 DecentralizationPurchasing

Decentralization purchasing is where individuatalopurchasing departments such as at the
plant level, make their own purchasing decision. discussion of advantage and
disadvantage to each of these purchasing strudnltfews (Joel D. and etal, 2011:49).

Advantage of Decentralization

» Closer knowledge of requirement
* Less bureaucracy

Disadvantages of Decentralized

* not economical
e not suitable for small organizations

* not professional as the purchasing cycle wouldypagsed severally

2.9 Duties and Responsibilities of Purchasing Adimistration Unit

The purchasing department in a public body shp#iytafrom the responsibilities assigned to
it by the purchasing directives and the job desiompprepared by the public body have the
following duties and responsibilities:

« Executive public procurement in a perfectly ethimadl skillful manner,

e Carry out public in accordance with this proclamatthe procurement directive the
procurement manual the standard bid documentsfotimes and the procurement
contract:

» Maintain complete record for each procurement iooetance with article 23 of
proclamation (Federal Negarit Gazeta No 60, 20885
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2.10 Purchasing Relation with other Department

A purchasing department is the hub of a large plaat company’s business activity. By its
very nature purchasing has continuing relationshiipis all other departments in the firm as
well as with the firm’'s suppliers. Purchasing operss cut across all departmental lines
(Dobler and etal, 1990:31)

2.10.1 Purchasing and Engineering

Purchasing engineering and operations have manyaiptoblems Design engineering like
operations greatly influence the amount of timechasing has to handle a procurement
assignment. Engineering usually has the initiapoesibility for preparing the technical
specifications for a company’s products and theeneds that go in to them. To exercise this
responsibility effective, engineering must have thenstant help of purchasing and
operations. The quality the prices paid for producimaterials and the costs to fabricate
them are inextricably related to the specificatidisnilarly, specifications can be written in

a manner that reduces or enlarges the numbemad fivilling to supply specific items.

2.10.2 Purchasing and Operations

The purchasing operations relationship begins wten using department transmits its
manufacturing schedule or materials requisitionthto purchasing department. Purchasing
subsequently translates these documents into amgment schedule, when the user does
not allow purchasing sufficient time to purchassely, many needless expenses inevitably
creep into the find costs of a company’s produdthen purchasing as inadequate time to
properly qualify suppliers, to develop competitimnto negotiate properly, premium prices

are certain to be paid for materials

2.10.3 Purchasing and Marketing

The purchasing production sales cycle has its geies sales forecast. The forecast is the
basis for the production schedule which in turthes basis for the purchasing schedule, The
sales forecast also influences a firm’s capitaliggent budget as well as its advertising,

campaigns and other sales activates.
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2.11 Procedures of Purchasing
Purchasing procedure refdmsthe way in which a purchase transaction is edrthrough
from its inception to its conclusion. It outlines detail the specific actions to be taken to
accomplish a given task within the guidelines ofy applicable policies. In short, it
establishes the way of doing things (Donald andi&996:19).
Procurement procedures serve two fundamental pespegh in a firm:
1. They provide the frame work and the direction occewplishing the supply and
materials management activities effectively ancCigfhtly.
2. They provide the means for processing informatioputs from outside the
department to produce output communication needgdindividuals in other

departments to do their jobs in a coordinated andly manner.

General Procurement Procedures

A Purchasing department buys many different typesnaterials and services and the

procedures used in completing a total transactmmally vary among different types of

purchases. However, the general cycle of activinegurchasing most operating materials

and supplies are as follows. (Fine and Zenz, 1935:3

1. Recognition, Definition, Description and Transmisn of the Need:-any purchase
transaction starts with the recognition of the néed an item by someone in the
company (operating department or in its inventaytml section). After the recognition
of the need, material requirements must be defeffttively and the most appropriate
method of description should be selected for thheason at hand clear, complete,
appropriate definition and description is a joegponsibility of the user and the buyer.

2. Selection of the source (supplier):-as soon as a need has been established and
precisely described, the buyer begins an invesbigaif the market to identify potential
source of supply. In the case of routine of itemsvihich supplier relationships have
already been developed, little additional invesiggamay be required to select a good
source.
The purchase of new or a high value item on therotiand, may required a lengthy

investigation of potential suppliers. After quaiifg a preliminary group of potential
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sources, the buyer may employ the techniques ofpetitive bidding, negotiation or
both.

. Placing purchase order:- once a supplier has selected the purchasing degatrt
prepares and issues the serially numbered purdndse The authority for the purchase
department to make purchases is the purchase ttemuighe purchase order is a legal
document or contract for purchasing goods by omgy i@m another at a certain price.

. Acknowledgement and follow-up the orderin most cases the purchase order, which is
sent to the supplier, constitutes a legal “offerbto/”. No purchase “contract” exists
however, until the seller “accepts” the buyer'seoffThe seller's acceptance can take
one of two forms performance of contract or fornmaltification that the offer is
accepted. The buyer sends acknowledgement formgawith purchase order so that the
supplier completes the form conveniently and retdro the buyer, acknowledging
acceptance of the order.

Purchasing bears full responsibility for an ordemew the material is received and
accepted. When there is a reasonable chance thatifiplier may not stay on schedule,
important orders with initial delivery dates shoudtteive active follow-up attention. At
the time such orders are placed, the buyer shoeldrmiine specific date on which
follow-up checks are to be made.

. Receipt and Inspectionwhen a supplier ships materials it includes in shéping
container a packing slip, which itemizes and déssithe content of the shipment.
Receiving and inspection involves checking the nmte shipped in terms of quantity
and quality against purchase order.

The Invoice Audit:- occasionally, a supplier’'s billing department mal@n error in
preparing an invoice, or its shipping departmenkesaon incorrect or incomplete
shipment. To ensure that the purchaser make pmmenent for the materials actually
received around accounting practices dictates soae type of review procedure
precedes payment to the supplier. By comparingirtiieice with purchase order and
receiving report, the firm verifies that the suppk bill is priced correctly (Fine and
Zenz, 1985:38)
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2.12 Purchasing Process
The purchasing process is a cycle consisting dbviahg major stage (Robert Mnd etal,
2009:43).
1. Identify user need for product or services
Evaluate potential suppliers
Bidding, negotiation and suppliers selection
Purchase approval

Release and receive purchase requirements

o gk N

Measure supplier per
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Figure 2.1 Purchasing Process Cycle (Robednd.etal, 2009:43).
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2.13 Methods of Procurement

The following methods shall be used in public prectent: (Federal Negarit Gazeta No 60,
2009: 4880)
a. Open Bidding
. Request for proposals
. Two stage Tendering

b
c
d. Restricted Tendering
e. Request for Quotation
f.

Direct procurement

2.14 International Purchasing

An organization progresses usually reactively frdomestic buying to international purchasing
because it confronts a situation for which no $léadomestic supplier exists or because
competitors are gaining an advantage due to iniere purchasing. Firms may also find
themselves driven toward international purchasiegalise of triggering events in the supply
marker. Such events could be a supply disruptiapidty changing currency exchange rates a
declining domestic supply base inflation within theme market or the sudden emergence of
worldwide competitors. Whatever the reason manyeissiow become part of the international
purchasing process that were not part of the damsstircing decision or are now even more

important than when sourcing domestically (Roberiakid etal, 2009:242).

Open International bidding shall be used whenevemational open bidding an effective
competition cannot be obtained unless foreign fiamesinvited to bid or for procurements above
a threshold level for national bidding to be deteed by a directive to be issued by the Minster
(Federal Negarit Gazeta No 60, 2009: 4896).

2.15 Evaluation and Selection of Supplier

One of the most important processes that organizatperform is the evaluation, selection and
continuous measurement of suppliers. Traditionatlgmpetitive bidding was the primary

method for awarding purchase contracts. In the pasas sufficient to obtain three bids and
award the contract to the supplier offering the detvprice. Enlightened purchasers now
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commute major resources to evaluate a supplieorpgince and capability a cross many
different areas. The supplier selection processtbem®me so important that teams of cross-
functional personnel are often responsible fortwigiand evaluating suppliers it sound selection

decision can reduce or prevent a host of problems.

Supplier evaluation and selection decisions argga&n increased importance today. If a firm
has reduced its supply base considerably and i&ireng suppliers usually receive longer-term
agreements the willingness or ability to switchdigrs is diminished. This makes selecting the

right suppliers an important business decision @rold. and etal, 2009:166).

2.15.1 Supplier Evaluation and Selection Process

More purchasing experts will agree that there i®ne best way to evaluate and select suppliers;
organizations use a variety of different approachegardless of the approach employed the
overall objective of the evaluation process shdmddto reduce purchase risk and maximize

overall value to the purchaser.

An organization must select suppliers it can doiress with over an extended period. The
degree of effort associated with the selectiontesldo the importance of the required good or
service. Depending on the supplier evaluation aggrosuch as time and travel. This section
addresses the many issues and decisions involvetfaatively and efficiently evaluating and
selecting suppliers to be part of the purchasenpply base.

Figure 2.2 Supplier Evaluation and Selection Pse¢Robert M. and etal, 2009:166).

Identifying key sourcing requirements

_ ~

Recognize the need for Determine sourcing strategy

supplier selection

v
? Identify potential supply sources

Select supplier and reach v
agreement Limit suppliers in selection pool

N /

Determine method of supplier

Evaluation and selection

22



2.15.2 Supplier Evaluation
Purchasers usually evaluate potential supplier@sacmultiple categories using their own
selection criteria with assigned weights. Requiraomsistent delivery performance with short
lead times to support a just in time productiontesys may require emphasizing a supplier's
scheduling and production systems. A high technolbgyer may emphasize a supplier’s
process and technology capabilities or commitmenesearch and development. The selection
process for distributor or service provider will g@masize a different set of criteria. Most
evaluation rate suppliers on three primary criteria

1. Cost/price

2. Quality and

3. Delivery
These three elements of performance are genehalynbst obvious and most critical areas that
affect the purchaser. For critical items needingnadepth analysis of the supplier’'s capabilities
a more detailed supplier evaluation study is reglirSupplier performance measurement
includes the methods and systems to collect andigganformation to measure, rate or rank

supplier performance on a continuous basis (Rdeand etal 2009:173).

2.15.3 Selection of Suppliers

The process of selecting a group of competent grgpfor important materials, which can

potentially impact the firm’s competitive advantaigea complex on and should be based on

multiple criteria. In addition to cost and delivgpgrformance, firms should also consider how
suppliers can contribute to product and procedsntdogy. Factors that firms should consider
while selecting suppliers include.

* Product and process technologiessuppliers should have up-to-date and capablduats,
as well as process technologies to produce theriaateeded.

» Willingness to share technologies and information supplier involvement to ensure cost
effective design choice, develop alternative cohcapsolutions, select the best components
and technologies and help in design assessment.

* Quality:- product quality should be high and consistemtesiit can directly affect the quality
of the finished goods.
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Cost- Total cost of ownership includes the unit prige material, payment terms, cash
discount, ordering cost, carrying cost, logisticakts, maintenance costs and other more
gualitative costs that may not be easy to assess

Reliability :- besides reliable quality levels, reliability ee$ to other supplier characteristics.
Order system and cycle time pacing orders with a supplier should be easyckgand
effective.

Capacity:- the firm should also consider whether the suppiees the capacity to fill orders
to meet requirements and the ability to fill laayeers if needed.

Communication Capability suppliers should also possess a communicatiorbiepadhat
facilitates communication between the parties

Location:- geographical location is another important faaiosupplier selection as it impact
delivery lead-time transportation and logisticalstso Some organizations require their
suppliers to be located within a certain distamoenftheir facilities.

Service:- Suppliers must be able to back up their produgtprbviding good service when
needed. For example when product information oravdy services are needed suppliers

must respond on timely basis (Joel D. and etall 2(Y).

2.16 Rules of Ethics in Public Procurement and Pragrty Administration

1. Subject to the details to be specified in the divecto be issued by the Minster personnel

engaged in public procurement or property admiaigtn shall have to observe the following
rules of ethics in the discharges of their duties.
a. The obligation to notify any actual or possible ftieh of interest and isolate oneself
from any processes involving such conflict.
b. To give candidates and suppliers equal opportuiitompetition and performance;
c. Keep in secret any confidential information conasgrthe public body, candidate or
supplier which he/she came to know on accountshbr duty;
d. To reject any gift or offer of an employment oppoity or anything of monetary
value or service;
e. To report to the law enforcement agencies any dednor completed action of

corruption and contribute to the effort to fightgtion and malpractice;
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f. Demonstrate concern to public resource and property
2. Any candidate or supplier shall have to refrainnfrany act contravening the process of
public procurement and property disposal. Withaejymlice the provisions of chapter fifteen
of this proclamation, any candidate or supplietldiave the responsibility:

a. with an intention to influence the decision oriactof the head or staff member of the
public body or persuade the public body to chatgestablished practice of procurement
and property disposal, no to give directly or iedity gifts of any kind in the form of
inducement, not to promise to give gifts, not tteoeémployment opportunity or anything
or monetary value or service.

b. With an intention to mislead a procurement procegdio to present a falsified document
or not to with hold information he/she should haisclosed.

c. No to connive with another candidate in an actatdd competition in order to get unfair
advantages.

g. To report to the law enforcement agencies any dedror completed action of corruption
which he came to know during the procurement prdiogs and contribute to the effort
to fight corruption and malpractices (Federal Neédaazeta No 60, 2009: 4879).
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CHAPTER THREE
DATA PRESENTATION, ANALYSIS AND INTERPRETATION

This part deals with data presentation, analysi iaterpretation of the data collected from

ETIDI employees and managers. Questionnaire wasibdiked for 55 employees and 52

(94.54%) of them gave their response. The questiomnncludes both open and close ended
guestions. The interviews were conducted with Daeof finance and logistics directorate and
team leader of purchasing department.

The general characteristics of respondents, resaotists interpretation are presented as follows.

3.1 General Characteristics of Respondents

Analysis is done to examine the demographic charatts of the respondents from ETIDI
employees. Table 3.1.1 shown below presents demploigraharacteristics of the respondents
which consist of the respondent’s sex distributege distribution, educational background, year

of service in the institution and respondent pogiin the institute.
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Table 2 Demographic Characteristics of Respondents

ltems Options Distribution
No. %
Male 33 63.5
Sex Female 19 36.5
Total 52 100
Age 18 — 25 6 11.5
26 — 35 29 55.8
36 -45 13 25
46 — 55 3 5.8
>55 1 1.9
Total 52 100
12 Complete 4 7.7
Diploma 8 15.4
Educational Background | Advance Diploma 2 3.8
Degree 33 63.5
Master And Above 5 9.6
Total 52 100
More Than 5 Years 12 23.1
Years of Service in the3 -5 Years 6 11.5
Institute 1-3Years 26 50
Less Than Year 8 15.4
Total 52 100
Director 6 11.6
Team Leader 8 154
Respondent Position in theTextile Engineer 3 5.8
Institute Technician 5 9.6
Analyst 1 1.9
Expert 10 19.2
Officer 4 7.7
Purchaser 3 5.7
Nurse 1 1.9
Auto Mechanic 1 1.9
Secretary 6 11.6
Doesn’t Specify 4 7.7
Total 52 100
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* Item 1 of table Zhows that the majority of the respondents 33 (&3.were male and 19
(36.5%) were female. This indicates the naturehefwork demands male employee than
female employee. This is mainly because of thatutstinvolves on many Textile factory
work out side of the city which involves male mgstl

* Item 2 of table 2 shows that 6 (11.5%) of respotslevere between the age of 18 - 25 and
29 (55.8%) of respondents were within 26 — 35 yeE8925%) of respondents were between
the age of 36 - 45, 3 (5.8%) of respondents wetedsn 46 - 55 years and only 1 (1.9%) of
respondent were above 55 yedisis shows most employees were young.

» Item 3 of table 2 shows that 4 (7.7%) of the resleots have 12 completed, 8 (15.4%) of the
respondents have diploma, 2 (3.8%) of the respdad&ave advanced diploma, 33 (63.5%)
of the respondents have degree and 5 (9.6%) ok#pondents have Master and above. This
implies that most of the employees 38 (73.1%) drecated (holds first and second degree).

* Item 4 of table 2 shows 12 (23.1%) of the respotslrave been above 5 years experience, 6
(11.5%) of the respondents lies between 3 - 5 yegosrience, 26 (50%) of the respondents
between 1 - 3 years experience, 8 (15.4%) of tepomdents have been working in the
institute below 1 years experience. This indicdbed the respondents know the institute’s
well and the response given by them representsgtieute’s practice for study subject

* Item 5 of table 2 shows 6 (11.6%) of the resporslemé working in Director Position, 8
(15.4%) of respondents are Team leader, 3 (5.8%gsondents are Textile Engineer, 5
(9.6%) of respondents Technician, 1 (1.9%) of respat is Analyst, 10 (19.2%) of
respondents Expert, 4 (7.7%) of respondents offi@g5.7%) of respondents Purchaser, 1
(1.9%) of respondents Nurse, 1 (1.9%) of resporsdexito mechanic, 6 (11.6%) of
respondents Secretary and 4 (7.7%) of respondemtsnd specify the position. From this
fact student researcher deduces that all typesodégsions considers in the job specification

of the institute.

Generally the above table shows that all resposd®ante various backgrounds.
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3.2Analysis of the Major Finding

3.2.1 From Users Department

The institute is run by a director general and pizred into seven line directorates and five staff

directorates and an offickine directorate is the main to accomplishing the institute goakelL

Engineering Service, Cotton Ginning and Spinningchfwlogy, Weaving and Knitting

Technology, Finishing Technology, Garment Technglagd MarketingStaff directorates are

supporter of the line directorate such as Reseaaitoratory, Corporate Communication,

Finance and Logistics, Plan and Information Manag@mHuman Resource Management and

Registrar Office

Table 3 Respondent’s Responses on Purchasing Piiae

Yes No Do Not Total
Know

Item Description No. % | No. % No. | % | No. %

1 The institute uses 11 | 21.2| 36| 69.2 5 9.6 52 1006
automated system in
purchasing practice

2 Is there delay of material 45 | 86.5| 7 13.5 0 0 52 100%
in the institution

3 | Is the material purchased 40 | 76.9| 12| 23.1 52| 10 52  100%
for your purpose is as the
need of quantity and
specification

4 | Is there audit and control 44 | 84.6| O 0 8 154 52 100%
in purchasing department

5 | Do you think the current 24 | 46.2| 28| 53.8 0 0 52 100%
purchasing activity helps
to achieve the institute
goal

As indicated in table 3 item 1 employees were ashelit automated purchasing system activity

in the institute, accordingly 11 (21.2%) of res@ents believed that there is automated system

in purchasing practice, 36 (69.2%) of the responhdaid there is no automated system in
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purchasing practice, the rest of the group of #spondents rated 5 (9.6%) they don’t know

about it.

Table 3 item 1 shows that the most respondents¥6%a2e there is no automated system in

purchasing activities, among these some of themt@diout the reason as follow:

Because the institute does not have any computesystem, there is no integrated system
between the buyer and the seller. Due to this retisere is no adequate awareness and system in
place to use automated purchasing system. Thensystas per the guidelines from government
procurement and property administration agency. diurehasing department employees do not
have the desired skill and the purchase accordirthe need ordered or as asked by the user.
Relying on tender through newspaper and manuallleatong Performa and training the

Performa manually. In the case if protecting coting the system is not short and clear.

From this fact respondent response ETIDI purchaaatiyity cannot help the institute to smooth

the progress.

In case of regularly used or procuring items, righte may mean the time when the stock
reaches the minimum level adhering the responsitsliared both by the purchasing unit and the
approving body (Parson, 1982:145). As can be seetable 3 item 2 45 (86.5%) respondents

agreed on the delay of material, In contras 7 @3.6f them underlined on the fact.

As clearly observed from table 3 item 3, 40 (76.%#bhe respondents believe that the material
purchased for purpose is as a need. The rest 12023aid material purchased for purpose is no

as a need of requirement. Among those some of thentioned the reason.

Most purchased materials are not as per the requesthey do not fit for the intended purpose.
Some employees also do not have seats and otie effuipments. This is due to lack of proper
planning and also budget problem. Most purchaseemats especially stationary and cleaning
materials do not have the desired quality becaussuppliers do not respect their words and do
not provide as according to the specification. Sguechased materials do not have specific

standard and are even unknovlhis is because we are not requested in advaresh cases.
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As indicated in table 3 item 4 employees were as&bdut auditing and controlling in
purchasing department, accordingly 44 (84.6%) nedpnts agreed and 8 (15.4%) respondents
believe that they don’'t knoabout audit and control in purchasing department.

Conduct audit to ensure that procurement and prppeministration activities of public bodies

administration activities of public bodies are ioccardance with this proclamation and other
documents governing public procurement and propadiyinistration (Federal Negarit Gazeta
No. 60,4868)

As asserted by (Leenders, 1989:26) purchasing & anthe basic functions of a given
organization shouldering the following major resgbilities.
» Improve the organizations competitive position.
» Provide an uninterrupted flow of material, supplésl service required to operate the
organization.
» Keep inventory investment and loss at a minimunintaan adequate quality standards.
» Achieve harmonious productive working relationshigth other departments within the
organization

» Accomplish the purchasing objectives at the lovpesisible level of administrative costs.

As clearly observed from Table 3 item 5, 28 (53.&%¥0)he respondents believe that the current
purchasing activity of ETIDI doesn’t help to acheethe institution goal. Among those some of

them mentioned the reason.

There is a huge gap between the purchasing prozehd the actual purchasing practice and
this is because of the government circular. Thelmsing process takes long time and this result
in delay of material. This also affects the workirmpndition and delivery time or
accomplishment of the work expected some machiisaitglayed and the institute can’t establish
laboratories and hence it can’'t meet its objectMany purchase requests like purchase of
machinery still have no response and sometimeslisspyf poor quality are purchased. There is

also shortage of man power and system in place.
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Table 4 Material Delay of Time

Description Response No. of Percentage
respondents
For how long time materialFor 2 week 7 13.5
delay For 1 month 1 1.9
For 2 month 8 154
Above 3 month 36 69.2
Total 52 100

Purchasing departments handle all of the papenwvmived with purchasing and delivery of
supplies and materials. Purchasing ensures timalyeatly of materials from vendors generates
and tracks purchase orders and works alongsideethaiving department and the accounts
payable department to ensure that promised dedweviere received in full and are being paid
for on time. In a small business, this means waldlosely with the accounting department to
ensure that there is sufficient capital to buy iteens purchased and that cash is flowing
smoothly and all payments are made on time (Jalectad, 2011:69)

According to table 4 7(13.5%) of the total respartddor 2 weeks delay the material, where as
the rest 1 (1.9%) for 1 month, 8 (15.4%) for 2 nahd 36 (69.2%) above 3 month. From this
fact most respondent’s said material delivery defayhe institute above 3 months. Materials
which are ordered have to be delivered on time uppsrt the service and avoid service

interruption.

Table 5 Material Delay for What Reason

Description Response No of Percentage
respondent;
Purchasing of | Shipping lines arrangement 4 7.7
materials in Bidding process 31 59.6
the institution | Documentation problems 8 15.4
may be Customs formulization 7 13.5
delayed due | Other 2 3.8
to: Total 52 100
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As shown on table 5 4 (7.7%) of the respondent g&it the reason for delay material shipping
lines arrangement, 31 (59.6%) because of biddingcgss, 8 (15.4%) for documentation
problems and the rest 7 (13.5%) because of Customsulization. Others 2 (3.8%) said
Purchasing of material made by government procunérAgency and there is delay material
because of shortage of manpower. Therefore evidgrtbie above data researcher understands
that the reasons for delay material most of itidgling process reason.

Table 6 Purchasing Department Performance

Description Response No of Percentage
respondents
How do your rate the effortVery good 1 1.9
GErOTENCS) epmmacer oot | e
mainta}in _the purchasing ordersledium 28 53.8
in the institute? Poor s 96
Very Poor 2 3.9
Total 52 100

One role of the purchasing department is to procitenecessary materials needed for
production or daily operation of the company or ggovnent organization. For a manufacturing
company, this might include raw materials suchras,isteel, aluminum or plastics, but it also
might include tools, machinery, delivery trucks @ren the office supplies needed for the
secretaries and sales team. In a retail environrtt@purchasing department makes sure there is
always sufficient product on the shelves or inwsehouses to keep the customers happy and
keep the store well-stocked. With a small busingds, especially important to keep inventory
ordering at a reasonable level; investing large utwof capital in excess stock could result in
storage problems and in shortage of capital foer#xpenditures such as advertising or research
and development. Purchasing also oversees alleo¥/¢ndors that supply a company with the
items it needs to operate properly (Robert M. aheérs 2009:45).

The purchasing performance of the institute hasextdmpact on its productivity since the input

which is required for the product or service habe¢cavailable of time. The analysis on Table 6

33



as can be seen 16 (30.8%) of the respondents bglidne section has good performance, 1
(1.9%) of them believes that the performance isy\gwod and the rest 28 (53.8%) of the
respondent answer medium. Hence the researchewéglthat purchasing department of ETIDI
in order to maintain the purchasing order the éffperformance) has been not good and poor

but as medium position.

Table 7 Supporting of Top Management in Purchasind\ctivity

Description Response No of Percentage
respondents
How do your rate the Very Good 3 5.8
supporting of top Good 8 154
management in orde i
_ Medium 40 76.9
to purchasing
- Poor 1 1.9
Activity?
Very Poor 0 0
Total 52 100

Table 7 shows that 1 (1.9%) of the respondentstbaicdupporting of top management towards
purchasing is poor, 40 (76.9%) of respondent’s gsagdlium, 8 (15.4%) of respondent good, 3
(5.8%) said very good. one respondents mentioneddhson why top management has poor
understanding towards purchasing. This is acceptiogknow) the government’s rules and
regulation on procurement is limited to them anche®f them are not willing to know the rules
and regulation.

From this fact most respondents said supportingopf management in order to purchasing

activity rated at medium position.

3.3.2 From Purchasing Department

Through interview conducted with the Director afignce and logistics directorate and Team

leader of purchasing department. The following det@e mentioned:
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Purchasing System of ETIDI

According to the purchasing staff the system ofcpasing in the institute is centralized,

decentralized and semi-centralized. As conceph@ifnstitute centralized purchasing system is
purchasing function is made the responsibility cfirgle department (purchasing department).
Decentralized of purchasing system occur when deyst from other functional area. And also

semi-centralized means mixed of centralized anérmtealized purchasing system.

The types of purchasing system of the institutebaiseed on government procurement regulation.
i.e. less than birr 100,000 by Performa, from 10Q,0p to 500,000 restricted bid and greater
than 500,000 by open bid.

As stated by Joel D. and etal, 2011:49 Purchadingtare can be viewed as continuum with
centralization at one extreme and decentralizagiothe other. While there are few firms that
adopt a pure centralized or decentralized structtive benefits of each are worth a closer
examination. The current trend is toward purchasigfralization for the vital materials where

firms can take advantage of economies of scaleotrat benefits.

Material Purchasing Supplier Location
As stated by (Dobler 1996:346) ordering from whales can significantly reduce the total

number of orders a supply manager must placeltsoithe of this or her material requirements.

ETIDI used for material acquition from domestic gligr and foreign supplier. That can be

including all suppliers like manufacture, wholessland retailers.

Supplier Selection

Right quality, right quantity, right price, righbsrce and right time the five basic purchasing
principles which have to be considered wheneverimgak purchase (Datta, 2004:94).

The selection of supplier in the ETIDI considerssimevaluation rate suppliers on quality and
price. Quality should be high and consistent sihcan directly affect the quality of the finished
goods or services. Price includes unit price ofemal, carrying cost, maintenance costs and

other more qualitative costs that may not be easpsess.
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Evaluating Price

A purchasing department also is charged with caotisly evaluating whether it is receiving
these materials at the best possible price in otdemaximize profitability. This can be
challenging for a small business that may purcliadesser quantities than a larger vendor and
which thus may not receive the same type of budkalints. A purchasing department in a small
business needs to shop around to find the bestoverat the most reasonable prices for the
company's particular size orders. Purchasing deatt staff may communicate with alternate
vendors, negotiate better pricing for bulk ordersirovestigate the possibility of procuring

cheaper materials from alternative sources asgpdineir daily activities.

Poor quality material may be supplied in the ingétas a problem of inaccuracy of sample test,
unreliability of the supplier and poor handling t&ys of packing. And they have an agreement
for loss and damaged material if purchasing donBdijorma there is no agreement for loss and

damaged agreement.

Purchasing policy

A policy is a communication. It is important theetmessage reach those who are to receive it as
clearly and accurately as possible. (Dobler and,Bi996:57). According to the purchasing staff
few employees had known the institute’s purchagalicy, procedure and principles through
training, discussion with purchasing department maatling itself. And the institute purchasing

policy, procedure and principle are easy to undarst

The purchasing department also must ensure tietdmplying with all company policies. For

example, in a small business, individual staff merabmay communicate with the purchasing
department about purchasing needs for things sscbffece supplies or computers. Before
making a purchase, the purchasing department mgste that it heeds the proper protocols for
purchase and budget approval and must ensurertiiateans are purchased in accordance with

the overall purchasing policy of the organization.
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The stakeholders in implementing the policy, pracedand principle in the institute are:

The government

Investors who are inverting on textile
Cotton farmers

Customs

Purchaser of textile product on the internationathat

Purchasing Agent

ETIDI used for purchase material purchasing agénd the purchasing agent can be disposal by

public procurement and property.

Respondent’s response concerning the problems thé&ce on material or service

purchase practice

At the end of the questionnaire the researcher galeance for respondents to disclose problems

they face during their material purchase activitg aome of them have mentioned the below:

Lack of knowledge and commitment of the purchashady.

Some specification is vague and unclear to determinduct.

Some of standard bidding documents have no traaskgrsions in Amharic language
(e.g. Non consultancy service) especially for Idudk.

Delays usually occur for purchase from order tairsg.

Priority is given for fewer prices without considey the quality.

Suppliers are not willing to give quotation for & days. And market price fluctuation
is made.

Suppliers are not willing to register on public queement and material management
website so as to participate in government procargm

We have a problem of be far from the city that iyt takes along time and sometimes

we didn’t found competitors.
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+ Delay of purchase bidding process. These is dueetdication and approval of bid
document at different level and the members of ym@ment approval committees are

from different department, so they are not meejuently to finish the process.

Generally the above fact shows the institute hesdanany problems in purchasing activity.

Like at selection supplier, at material delivemé, at bidding process etc.
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CHAPTER FOUR
SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

From the analysis and interpretation made in tlevipus chapter the following summary of

major finding, conclusions and recommendationaag/n.

4.1. Summary of the Major Findings

Concerning sex distribution, 33 (63.5%) was male.

With regard to Age distribution, 29 (55.8%) werdvibmen 26 and 35 years.

Concerning education level, 33 (63.5%) of employeese £' degree holder.

With regard to work experience, 26 (50%) of the Eypes were between 1 and 3 years
of experience.

Concerning work position, 10 (19.2%) of employeesenexpert.

36 (69.2%) of respondents believe that there igautomated system in ETIDI.

Regarding delay of material 45 (86.5%) respondeagteed in the institute that there is
delay of material and 36 (69.2%) respondents $edrtaterial delay for above 3 month.
40 (76.9%) of respondents believe that when mat@uachase as per our need of
guantity and specification.

With regard to audit 44 (84.6%) respondents agraadit and control carried out in
purchasing department.

28 (53.8%) of the respondent believe that the atiperchasing activity of the institute
does not help to achieve the institute’s goal.

Despite material delivery delay the 31 (59.6%) oesfent said they face material
delivery delay on their purchase practice becafib&dding process.

Concerned with purchasing performance, 28 (53.8%)respondent believes the
purchasing department has medium performance.

In spite of top management understanding of pumba40 (76.9%) of the respondents
said the understanding of top management towandhasing is medium.
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« Conducting an interview with purchasing departn&atffs that the institute purchasing
system is centralized system they value most.

* Majority of respondent’s value most giving for bgtdtomestic and foreign) supplier like
manufacture, wholesalers and retailers.

* Majority of purchasing department employees in@dastelecting potential supplier
criteria is quality and some of them value price.

» Poor quality material supplied in the institutecase of unreliability of the supplier.

* Some of respondent known the purchasing policycemares and principle through
training, discussion with purchasing department r@adling itself.

4.2 Conclusions

Based on the data analysis and interpretation apteln three the information was conducted

from employee’s response the following conclusiarendrawn.

The institute purchase material from domestic amcki§n suppliers, such as manufacture,
wholesalers and retailers. And mostly use for pasotg material centralized system. The
institute purchase material as need of quantity spetification. It is clear from the study that

ETIDI has not automated system in purchasing dgtivi

They face material delivery delay on their matepiatchase practice for above 3 month, because
of bidding process. Poor quality of material supglin the institute because of unreliability of

the suppliers.

ETIDI considers most evaluation rate suppliers oality and price. Quality should be high and
consistent since it can directly affect the quatitythe finished goods or services. Price includes
unit price of material, carrying cost, maintenanosts and other more qualitative costs that may
not be easy to assess.

The institute purchasing policy is easy to undedtadll employees of purchasing department
don’t have equal awareness of in the purchasinigyygdrocedures and principle their practice.
On top of this employee believe the institute haslittng and controlling in purchasing
department.
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As long as ETIDI concerned current purchasing égtidoesn’t help to achieve the institute
goal. Generally according to the data collectedrésearcher concluded that the supporting of
top management in ETIDI towards purchasing and dffert (performance) of purchasing

department to maintain purchasing order has atumegosition..

4.3 Recommendation
Based on the major findings of the investigatioa fibllowing points are recommended:

« As it is clear that an efficient and effective phasing system in crucial for an
organization to achieve its goal, ETIDI should hawell structured and transparent
purchasing system where appropriate and qualifiedchasing staffs policy and
procedures are in place.

» The top management has to be committed to implethensystem by allocating all the
necessary facilities and arranging training scheme.

» All staff members who in one way or another areolmed in the purchasing activities,
for example bid evaluation, bid documents prepamagtc should have the necessary
training in relation to these specific activities.

* The organization has to establish clear and traeapanechanism that ascertain smooth
communication and mutual benefits with its supglier

» The purchasing department shall fully consider deenand and request of the staff so
that every purchased item will meet their requiretee both qualitatively and
guantitatively.

* The purchasing staff has to work closely and styomgth the suppliers to avoid some
non conformity and also delay of materials.

» The researcher believes that this study is not ¢etegb and finalized and may not be free

of sanctions thus detailed analysis has to be fgrike institute is recommended.
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Organizational Structure

The Institute is run by a director general and pizgad into seven line and five staff directorates

and an office. The structure of the Institute lissirated as follow;

Director General

Research Laboratory Corporate

Directorate Communication

= Directorate
N
e N .
Finance and Logistics Plan and Information
Directorate Management
~ 1 Directorate
J
e N
Registrar Office
Human Resource
\ / Management
Directorate
Engineering Cotton Ginning Weaving and Finishing Garment Marketing
Service and Spinning Knitting Technology Technology Directorate
Directorate Technology Technology Directorate Directorate

Directorate

Directorate

http://www.tidi.gov.etJanuary 15, 2014.



St. Mary’s University
Faculty of Business
Department of Management
Questionnaire for the Employee of the Institute
Dear Respondent,

This questionnaire is designed for the purpose arfdacting a research on the purchasing
practice of Ethiopian Textile Industry Developmémstitute. You are kindly requested to give

information honestly. The information obtained frgou is highly confidential.

Note: please simply make circle for your answer amorggdiven alternatives and freely write
your response on the space provide for those questhich needs explanations and your
opinions.

Part One: Identification/Demographic Profile

1. Sex

A . Male B. Female
2. Age

A. 18-25 B.26-35 C.36-45 D.46-55 E. >55
3. Educational Background

A. 12 Complete B. Diploma C. Degree

D. Master and above E. Any other please specify -------
4. Years of service in the institution

A. Morethan5years B.3-5years C.1-3years D.lessthan ayear

5. Respondent position in the institute?

Part Two:  Questions related to the study
6. Does the institute use automated system in puncasitivity?

A. Yes B. No C. Do not know
7. If your answer for question number 6 is No pledaagesyour reason?




8. Is there delay of material in the institution?
A. Yes B. No C. Do not know
9. If your answer for question number 8 is yes for Homg time?
A. For 2 weeks B. For 1 month C. For 2 month D. above 3 months

10. Purchasing of materials in the institution may bé&ged due to:

A. Shipping lines arrangement

B. Bidding process

C. Documentation problems

D. Customs formulization

E. If other please specify ---------------mmommee oo

11.1s the material purchased for your purpose is anded of Quantity and Specification?

A. Yes B. No
12. If your answer for question number 11 is No plestaée your reason?

13.1s there audit and control in purchasing departfent

A. Yes B. No C. Do not know
14.Do you think the current purchasing activity heipschieve the institute goal?
A. Yes B. No

15.1f your answer for question number 14 is No plestaée your reason?

16.How do your rate the effort (performance) made bscpasing department to maintain the
purchasing orders in the institute?

A. Very Good B.Good C.Medium D.Poor E. VeryPoor
17. How do your rate the supporting of top managemenotder to purchasing Activity?

A. Very Good B.Good C.Medium D.Poor E.VeryPoor

18.What are the major problems you observe in puraolgesctivity of the institute?

Thank you



St. Mary’s University
Faculty of Business
Department of Management
Interview Questioner for Purchasing Department Headand employees

This Interview questioner is designed to collecfoimation’s concerning challenges on
Purchasing practice in the case of Ethiopian Textidustry Development Institute. You are
kindly requested to give information’s honestly.eTimformation obtained from you is highly

confidential

How do you explain your institution purchasing pss?
What are the main obstacles and the sources imasirg department?
What is the role of purchasing department in thel@mentation of the policy?

Who are the stakeholders in implementing the p8licy
Is the corporate purchasing policy, procedure amttiple sufficiently available to each

akr w0 bh e

employee who is involved in purchasing?
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