PRACTICE TEST KEY 

Objective A

1.
Buying goods and services for a business is called purchasing.
(3 points)


2.
Buying for resale means to purchase items to sell to other businesses or consumers. Two types of businesses buy for resale: wholesalers and retailers. Buyers must understand trends and know what will appeal to customers in order to buy items that their businesses can 
resell successfully.
(6 points)


3.
Wholesale buyers purchase goods from manufacturers and other wholesalers to sell to 
retailers and businesses. Wholesalers buy for resale.
(4 points)


4.
Retail buyers purchase goods from wholesalers or manufacturers to resell to consumers. 
Retailers buy for resale.
(4 points)


5.
Buying for transformation involves purchasing raw materials and components that will be converted into finished products through some type of production process. Industrial buyers who work for manufacturing companies buy for transformation.
(6 points)


6.
An industrial buyer needs to be involved in production planning so that s/he knows what finished product the company is going to produce, the quantity of goods to be produced, the raw materials or components needed, the process of converting raw materials and components into finished products, when the raw materials or components are needed, and whether the company has storage space for the raw materials or components. If the purchasing specialist doesn’t know all of these details, then s/he will be less likely to get the right materials in the right quantity at the right time for production.
(6 points)


7.
Buying for business use is purchasing goods and services for use by the company internally.  These goods and services are not resold or changed into finished products, but they are 
necessary for business operations.
(6 points)


8.
The ultimate goal of purchasing is to obtain the right goods and services from the right suppliers at the right price, in the proper quantity, at the necessary quality, and with acceptable payment and delivery terms.
(4 points)


9.
Purchasing is important because it generates further profit for a company, participates in strategic planning, and helps with new product development. In addition, all businesses rely on some supplies, materials, equipment, or services to satisfy their customers. Purchasing 
obtains these goods and services for the businesses.
(12 points; 3 points each)

PRACTICE TEST KEY (cont’d)
Objective B

10.
The four steps of the purchasing process are identifying needs, selecting suppliers, placing the order, and evaluating supplier performance. 
 (12 points; 3 points each)


11.
A make-or-buy decision is the act of determining whether to produce a needed part or 
purchase it from a supplier.
(3 points)


12.
The competitive bidding process is a method of collecting price quotes from suppliers vying for an order or job. After the purchasing specialist locates suppliers, s/he sends out a request for bids, along with specific information about the goods or services to be purchased. Interested suppliers bid for the account. The purchasing specialist then reviews the bids, or proposed prices, and chooses the best one, depending on the company’s purchasing policies.

(6 points)


13.
An advantage of conducting negotiations with a supplier is that talking things out prior to the purchase allows both parties to discuss potential issues and ways to resolve them. Negotiations can reduce later problems. 
(4 points)


14.
Answers may vary but should include two of the following things purchasing specialists can do to ensure that they are selecting the right supplier:
(6 points; 3 points each)


•
Review the potential supplier’s credentials


•
Speak to the supplier’s references


•
Visit the supplier’s plant


•
Test the supplier’s product


15.
A purchase agreement, purchase contract, or purchase order contains the following 
information:
(6 points)


•
The good or service to be purchased


•
The quantity to be purchased


•
The price


•
Terms of delivery


•
Payment information


•
Warranty and guarantee information


•
Other details as needed 

PRACTICE TEST KEY (cont’d)

16.
Answers may vary but should include two of the following ways that purchasing specialists can evaluate supplier performance:
(6 points; 3 points each)


•
Review the order after it is delivered


•
Determine if the supplier followed through on its promises


•
Check to see if the supplier sent the right items, in the right quantity and quality


•
Determine if the items were delivered at the right time and in the proper manner


•
Review the invoice to see if the supplier charged the agreed upon price


17.
A purchasing specialist should evaluate supplier performance to determine whether s/he should use the supplier again in the future and if there need to be any changes next time.


(6 points)

Suggested Criterion Level:  80 points
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