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Q. No 1 (All Questions are Compulsory) 

Q. No.   Questions    

Q. 1   Case/Case-let Study / Answer the following  
 

  
      

Case Study: Zenith Furniture Works Ltd. 

 

Zenith Furniture Works Ltd. is a reputed manufacturer of 
modular office furniture known for its durability and 

contemporary design. Over the past two years, the company has 

been struggling to maintain profitability due to a sharp rise in 
raw material costs and aggressive pricing by new entrants in the 

market. 

To address the situation, the Managing Director, Mr. Karan 
Malhotra, initiated a cost reduction drive without compromising 

product quality. The design team suggested re-engineering the 

company’s bestselling ergonomic chair model. Through value 

engineering, they identified that a single molded frame could 
replace several smaller metal parts, reducing both weight and 

assembly time. The production team, however, cautioned that 

the new frame design would require expensive new molds and 
higher initial investment. 

Meanwhile, a consultant conducted a value analysis and 

revealed that customers perceived comfort and durability as the 
most critical features, while the costly leather finishing added 

little value from a user’s perspective. Some managers proposed 

switching to high-quality synthetic fabric, which was cheaper 

and more durable. 
At the same time, the procurement department presented a 

make-or-buy proposal for the armrest components. Outsourcing 

them to a vendor in Pune could reduce production costs by 18%, 
but there were concerns about delivery delays and quality 

consistency, which might affect customer satisfaction and brand 

reputation. 

 
Evaluate the strategic options available to Zenith Furniture 

Works Ltd. in managing cost reduction through design 

modification, material substitution, and sourcing decisions. Do 
you think the proposed measures strike the right balance 

between cost efficiency, product quality, and long-term brand 

positioning? Justify your answer with suitable reasoning. 
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Q. 2   Answer the following       

a 

i NovaTech Components Ltd. manufactures precision parts for 

the automotive industry. The company works with 25 vendors 
— 18 local and 7 international. Over the last quarter, 40% of 

5 

Level 4 CO4 



customer complaints were traced to poor-quality parts supplied 

by three domestic vendors. At the same time, shipments from 

global suppliers often arrive two weeks late due to 

documentation and customs delays, disrupting the production 
schedule. 

To address these issues, the procurement head proposes 

introducing a vendor rating system based on quality, delivery, 
and cost parameters. The operations manager suggests investing 

in supplier development programs for local vendors instead, to 

upgrade their quality systems. Meanwhile, the finance team 

recommends adopting an e-procurement platform to improve 
order tracking and payment transparency. 

Analyze the given situation to identify the root causes of 

NovaTech’s supply problems. Which strategy—vendor rating, 
supplier development, or e-procurement—should be prioritized 

to enhance vendor performance and ensure supply chain 

reliability? Support your answer with suitable reasoning. 

ii Apply MRP to determine planned order receipts and planned 
order releases (lot-for-lot) for the finished item and all 

components in a 6-week horizon. 

 

Item 
Lead time 

(weeks) 

On-hand at 

start (units) 

A 0 20 

B 1 40 

C 1 30 

D 1 50 

E 1 20 

F 1 60 

 

weeks 1 2 3 4 5 6 

Gross requirements for 

A (units) 

50 60 40 80 30 0 

Lot sizing rule is Lot-for-lot (L4L) 
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Or 

b 

i. Omega Electronics Pvt. Ltd. imports microchips and sensors 

from suppliers in Taiwan and South Korea while sourcing 

packaging materials locally. Recently, the company has been 
facing frequent shipment delays from overseas suppliers, 

leading to production stoppages and increased inventory holding 

costs. The procurement department still relies on manual 
purchase orders and email-based communication, causing errors 

and lack of visibility in the supply chain. 

The new Supply Chain Head suggests implementing an e-
procurement system integrated with real-time tracking and 

supplier dashboards. However, some senior managers argue that 

the company should diversify through global sourcing from 

multiple regions instead of investing in digital tools first. 
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A

B (2)

D (2)

C (3)

E (1)

F (2)



Analyze the scenario to determine whether Omega Electronics 

should prioritize e-procurement digitalization or expansion of its 

global supplier base. How can the chosen strategy improve 

supply reliability and cost efficiency? 

ii Vortex Engineering Ltd. manufactures industrial pumps and 

maintains an inventory of 250 spare parts. An internal report 

shows that: 

 15 items account for nearly ₹45 lakh of annual 
consumption value, 

 60 items account for ₹30 lakh, and 

 the remaining 175 items contribute to only ₹5 lakh in 
total. 

Despite this, the purchase department spends equal effort on 

ordering, inspection, and record maintenance for all items. The 
finance manager has raised concerns about high carrying costs 

and suggested prioritizing control measures for selected 

materials. 

Apply a suitable inventory classification approach to help 
Vortex Engineering Ltd. improve its inventory control focus. 

Justify your categorization and suggest how management should 

handle each group of items differently. 
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Q. 3   Answer the following      

a 

i Explain the role of the Purchasing Cycle (Procure-to-Pay 

Cycle) in purchasing management and the purpose of key 
documents such as the purchase requisition and purchase order. 
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ii List the key objectives and functions of Purchase and Materials 

Management and relate how this function supports business and 

industrial performance. 
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Or 

b 

i. Explain how Industry 4.0 technologies are transforming smart 

procurement practices and the role of digital tools such as AI, 
automation, and real-time data in improving decision-making 

within procurement. 
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ii Which are key material handling systems used in warehouses 

and recall the essential safety and security measures required 
for effective warehouse operations. 
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