POSTTEST KEY

OBJECTIVE A

1.
b
Purchasing. The buying of goods and services for a business is known as purchasing. Selling is a marketing function which involves determining client needs and wants and responding through planned, personalized communication that influences purchase decisions and 
ensures satisfaction. Transformation is a change in the shape or appearance of an object. 
Negotiating is the act of one party reaching an agreement with another party to meet 
specific needs and wants.
(5 points)


2.
d
Buying for resale, buying for transformation, and buying for business use. Three types of purchasing are buying for resale, buying for transformation, and buying for business use. Purchasing specialists make make-or-buy decisions prior to purchasing. Retailers and wholesalers conduct buying for resale.
(5 points)


3.
a
Wholesale. Jeremiah is a wholesale buyer, because he purchases goods from manufacturers to resell to retailers. Retail buyers purchase goods from wholesalers or manufacturers to resell to customers. Industrial buyers purchase raw materials or components for transformation and sophisticated machinery and equipment for business use. Purchasing 
specialists who buy for business use buy goods and services for internal use by their 
own companies. 
(5 points)


4.
b
Retail. Suzette is a retail buyer, because she purchases goods from manufacturers and wholesalers to resell to consumers. Wholesale buyers purchase goods from manufacturers to resell to retailers. Industrial buyers purchase raw materials or components for transformation and sophisticated machinery and equipment for business use. Purchasing 
specialists who buy for business use buy goods and services for internal use by their 
own companies. 
(5 points)


5.
c
Transformation. To transform something means to change its shape or appearance. An affirmation is a positive statement about a present or desired strength. Specifications are standards or requirements that are established and described in detail prior to purchasing a good or service. Negotiation is the process of one party reaching an agreement with 
another party to meet specific needs and wants.
(5 points)


6.
d
Whether the company has storage space for the raw materials. A buyer needs to know whether the company has storage space for the raw materials. If the company does not have space, then either the buyer needs to postpone her/his purchase or locate space to store the materials. The purchasing specialist doesn’t need to know how the finished product will be marketed, which employees will be converting the raw materials into 
finished products, or who will be purchasing the finished products.
 (5 points)

POSTTEST KEY (cont’d)

7.
c
Ford. Ford is most likely to purchase raw materials and components to convert into finished products because it is a manufacturing company. Target, Sears, and Big Lots are all retailers.
(5 points)

8.
b
Business use. Doormats, carpeting, telephones, and cleaning chemicals are all items that an office might buy for its own use, rather than for resale or transformation. These items would not be purchased for production, negotiations, or competitive bidding.
(5 points)


9.
a
To help ensure that the suppliers will follow through on their promises. Purchasing specialists should develop positive relationships with their suppliers to help ensure that the suppliers will treat them right and follow through on promises made. Developing positive relationships with suppliers won’t necessarily prevent supplier theft. Even if a purchasing specialist has good relationships with her/his suppliers, s/he should still locate back-up sources of goods and services. Purchasing specialists should look for ways to reduce the 
ratio of materials’ cost to finished product cost, not increase the ratio.
(5 points)


10.
d
The profit margin for donuts will increase. If Annika reduces the materials’ cost of Dottie’s donuts, the profit margin for the donuts will increase, not decrease. As long as Dottie does not lower the price of donuts, using less expensive sugar will not have an impact on donut sales.
(5 points)

11.
d
Providing a flow of goods. Purchasing specialists are important for business success because they provide a flow of goods for resale, transformation, and business use. Purchasing specialists are not involved in forecasting sales, planning the company’s cash flow, or determining the price of finished products.
(5 points)


12.
a
Strategic planning. When a purchasing specialist develops partnerships and alliances with suppliers, watches for business threats and opportunities, and looks for ways to improve processes, s/he is engaging in strategic, long-term planning for the company. Negotiation is the process of one party reaching an agreement with another party to meet specific needs and wants. Marketing planning involves developing strategies for attracting the target customer to a business. Productivity is the amount and value of goods and services produced from set amounts of resources.
(5 points)

POSTTEST KEY (cont’d)
Objective B

13.
b
Identifying needs. The first step in the purchasing process is identifying needs. Initiating promotion, managing the sales force, and selecting subordinates are not part of the purchasing process.
 (5 points)

14.
d
The company’s production capabilities and the cost of making the needed parts. When making a make-or-buy decision, a purchasing specialist should consider whether the company is capable of making the needed parts and whether it would be cost effective for the company to make the parts instead of purchasing them. A purchasing specialist does not need to consider the sales of the finished product, the purchasing department structure, or the marketing mix when making a make-or-buy decision.
(5 points)


15.
a
Competitive bidding. Jaron is conducting competitive bidding, which involves sending out a request for bids, reviewing proposed prices (bids), and selecting the best supplier for the job, based on cost and/or quality. Purchasing specialists sometimes conduct negotiations in addition to or instead of competitive bidding. A make-or-buy decision is the act of 
determining whether to produce a needed part or purchase it from a supplier. Jaron is 
not a retail buyer. He is not purchasing the computers to resell to consumers.
(5 points)


16.
c
The lowest priced product is of inferior quality. If the lowest priced product is poor quality, a purchasing specialist would be wise to purchase the best value in terms of both cost and quality instead. A purchasing specialist should not accept kickbacks from suppliers nor base supplier decisions on which supplier needs the business or is a good friend. 
(5 points)


17.
c
Negotiating. In negotiations, a purchasing specialist and a supplier may discuss potential issues and ways to resolve them. To transform something means to change its shape or appearance. To bid means to submit a proposal to complete a job or order. To forecast means to predict something, such as sales or trends.
(5 points)

18.
c
Purchase agreement. After a purchasing specialist has determined that s/he has selected the right supplier for a job, s/he and the supplier develop a purchase agreement which states all of the terms of the purchase. An invoice is a formal, printed record of a sale 
that is usually delivered with the goods or services purchased or mailed after delivery. 
A request for bids is sent out during the competitive bidding process. A blanket purchase 
order is a special kind of purchase order normally used only for fairly inexpensive goods 
or services that the business uses on a regular basis.
 (5 points)

POSTTEST KEY (cont’d)

19.
b
Review the invoice. One way to evaluate supplier performance after the purchased goods or services have been delivered is to review the invoice. By reviewing the invoice, a purchasing specialist can determine whether the supplier charged the agreed upon price. A purchasing specialist should contact the supplier’s references, visit the supplier’s plant, and/or check the supplier’s credentials before doing business with that supplier. 
(5 points)


20.
a
To determine whether s/he should use the supplier again. A purchasing specialist should evaluate supplier performance to determine whether s/he should use the supplier again and if there need to be any changes next time. The purpose of evaluating supplier performance is not to assist in new product development, to purchase items to sell to wholesalers and retailers, or to develop a purchase contract.
(5 points)

Suggested Criterion Level: 80 points
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