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Introduction to Procurement Management

(A concise, easy?to?read guide for students, new hires, or anyone needing a quick overview)

1. What Is Procurement Management?

e Definition: The systematic process of acquiring goods, services, or works from external

sources to meet an organization’s needs while maximizing value, minimizing risk, and

complying with policies and regulations.

e Goal: Obtain the right items, at the right time, in the right quantity, at the right price, and

from the right supplier.

e Scope: Includes planning, sourcing, negotiation, contracting, order fulfillment, receipt,

inspection, payment, and performance monitoring.

2. Key Components of the Procurement Cycle

Phase

1. Needs
Identification

2. Specification &

Planning

3. Supplier Sourcing

4. Tendering &
Evaluation

Primary Activities Typical Outputs

* Define business requirements L _
Requisition/requirements
» Conduct market research

o document
 Obtain internal approvals
 Write detailed specifications
» Determine budget & timeline Specification sheet,
» Develop procurement strategy (e.g.,  procurement plan

single?source, competitive bidding)

* Identify potential suppliers

* Issue RFIs (Request for Information) or Supplier shortlist, RFP/RFI
RFPs (Request for Proposal) responses

 Evaluate capabilities

 Publish tender/quotation request

* Receive bids Evaluation matrix,
 Apply evaluation criteria (price, quality, recommendation report
delivery, risk)
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Phase

5. Negotiation &
Contracting

6. Order
Management

7. Receipt &
Inspection

8. Payment & Close?
out

9. Supplier
Performance Review

Primary Activities

» Negotiate terms, price, service levels

* Draft and sign contract or purchase
order

* Issue purchase order
* Track order status
» Manage logistics and delivery

* Receive goods/services

« Verify quantity & quality (inspection,
testing)

* Record discrepancies

* Verify invoice against PO & receipt
* Approve payment

* Archive documents

» Measure KPIs (on?time delivery,
quality, cost variance)

» Conduct supplier audits

* Provide feedback or corrective actions

Typical Outputs

Signed contract / PO

Order confirmation, shipment
tracking

Goods receipt note, inspection
report

Paid invoice, closed contract file

Performance scorecard,
improvement plan

3. Core Principles & Best Practices

1. Value for Money — Look beyond price; consider total cost of ownership (TCO), quality,

lifecycle support, and risk.

2. Transparency & Fairness — Use open, documented processes to avoid bias and reduce

corruption.

3. Strategic Sourcing — Align procurement with corporate strategy; segment spend, develop

category plans, and leverage economies of scale.

4. Risk Management — Identify supply?chain risks (single?source, geopolitical, financial

stability) and build mitigation (dual sourcing, contracts with penalties).

5. Compliance — Follow internal policies, industry standards, and legal regulations (e.g., anti?

bribery, trade controls).

6. Sustainability & Ethics — Incorporate environmental, social, and governance (ESG) criteria

(e.g., green procurement, fair?trade sourcing).
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7. Technology Enablement — Use e?procurement platforms, spend analytics, electronic
catalogs, and contract management systems to increase efficiency and data visibility.

4. Important Procurement Terminology

Term Meaning
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