Introduction to Procurement Management

Introduction to Procurement Management
Key concepts, processes, and best practices for acquiring goods and services efficiently and
ethically.

1. What Is Procurement Management?

Aspect Description
Definition The systematic planning, sourcing, purchasing, and control of goods, services, and
works needed to achieve an organization’s objectives.
Goal Obtain the right items, at the right quality, from the right source, at the right price,
and at the right time.
Scope Includes market research, supplier selection, contract negotiation, order fulfillment,

performance monitoring, and risk management.

Strategic  Aligns purchasing decisions with corporate strategy, cost?reduction targets,
Role sustainability goals, and risk?mitigation plans.

2. Core Procurement Processes

Step Primary Activities Typical Outputs

o » Gather internal requirements Requisition form / Bill of
1. Needs Identification ) o - _
* Define specifications and quantities Materials

» Analyze market trends, price
2. Market Research &  benchmarks, supplier landscape Procurement plan, spend
Planning » Develop procurement strategy (single?  analysis

source, competitive bidding, etc.)

* Issue RFIS/RFPs/RFQs

. . . L . Short?list, evaluation
3. Supplier Selection * Evaluate proposals against criteria (price,

_ _ _ . matrix
guality, capacity, sustainability)

* Negotiate terms (price, delivery,
4. Negotiation & warranties, service levels) )
] . Signed contract / PO, SLA
Contracting » Draft and sign contracts or purchase

orders
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Step Primary Activities Typical Outputs

* Issue purchase order Order confirmation,
5. Order Management
* Track order status, manage changes updated PO

* Receive goods/services .
) ) o . . Goods receipt note,
6. Receipt & Inspection < Perform quality inspection and quantity )
inspection report

verification
7. Payment & » Verify invoices against PO and receipt Paid invoice, accounting
Accounting * Approve payment entry
8. Supplier _ _ _ _

» Monitor delivery, quality, compliance Performance scorecard,
Performance - . .

» Conduct periodic reviews and scorecards improvement plans
Management

* Archive contracts, invoices,
9. Record Keeping & correspondence Document repository,
Auditing » Ensure compliance with policies and audit trail

regulations

3. Procurement Organizational Structures

Structure Characteristics When It Fits Best

) Single procurement department serves Large enterprises seeking uniform
Centralized o o )
the whole organization. policies, economies of scale.

_ Individual business units manage their =~ Companies with diverse product
Decentralized

own purchases. lines or autonomous divisions.
Hybrid (Center? Core strategic spend is centralized; Organizations that need both control
Lead) operational spend is decentralized. and flexibility.

Specialists manage specific categories Complex spend profiles where
Category?Based _ _
(e.g., IT, MRO, services). expertise adds value.

4. Key Procurement Concepts & Terminology

Term Meaning

_ Review of historical spend data to identify savings
Spend Analysis .
opportunities.

Page 2 | Back to Ynet StudyHub


https://ynetstudyhub.com

Introduction to Procurement Management

Term Meaning

) All costs associated with acquisition, operation, maintenance,
Total Cost of Ownership (TCO)

and disposal.
Supplier Relationship Ongoing collaboration with key suppliers to create mutual
Management (SRM) value.

Digital tools (e?tendering, e?catalogs, e?invoicing) that
E?procurement

automate procurement steps.

**Make?or?Buy Decision
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