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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, acquisition, and control of goods,
services, and works needed to meet an organization’s objectives.
Goal Deliver the right product, at the right time, in the right quantity, at the right
price, and with the right quality.
Includes market research, supplier selection, contract negotiation, purchase
Scope order (PO) issuance, receipt & inspection, payment, and performance

monitoring.

) Strategic procurement aligns purchases with long?term business goals (e.g.,
Strategic vs.

_ supplier partnerships, risk mitigation).
Operational . . L
Operational procurement handles day?to?day buying activities.

2. Core Procurement Processes (The Procurement Cycle)

1. Identify Need

o Business unit submits a requisition detailing specifications, quantity, and required
delivery date.

o Verify budget availability and approval authority.
2. Specification & Planning

o Translate requirements into technical specifications or scope of work.
o Conduct spend analysis to understand historical purchasing patterns.

3. Market Research & Supplier Sourcing

o ldentify potential suppliers via directories, industry portals, or existing databases.
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o Use e?sourcing tools (RFx platforms) for broader reach.
4. Supplier Evaluation & Selection

o Evaluate on criteria such as price, quality, delivery capability, financial stability,
sustainability, and compliance.

o Common tools: Weighted scoring matrix, Supplier rating system, Total cost of
ownership (TCO) analysis.

5. Negotiation & Contracting

o Negotiate price, terms, service level agreements (SLAS), and risk allocation.
o Draft a contract (formal legal document) or purchase order (simpler, for low?value
items).

6. Purchase Order Issuance

o Generate PO with clear item description, quantity, price, delivery schedule, and
payment terms.
o PO becomes the legal offer to the supplier.

7. Order Fulfillment & Logistics

o Supplier ships goods/services.
o Track delivery using order status, advanced shipping notices (ASN), or RFID
where applicable.

8. Receipt & Inspection

o Verify quantity and quality against PO and contract.
o Record discrepancies (damaged goods, short shipments) for resolution.

9. Invoice Verification & Payment

o Match three-way: PO, receipt, and supplier invoice.
o Approve payment per agreed terms (e.g., Net 30, Net 60).

10. Performance Review & Supplier Management

o Measure KPIs (on?time delivery, defect rate, cost variance).
o Conduct supplier scorecard reviews and develop improvement plans.
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11. Record Keeping & Auditing

o Store contracts, PO histories, and performance data for compliance, reporting, and

future sourcing decisions.

3. Key Procurement Concepts & Tools

Concept Why It Matters

Total Cost of Captures all costs (purchase,
Ownership (TCO) transportation, storage, disposal).

_ _ Aligns sourcing with long?term business
Strategic Sourcing . ] ) ]
goals; drives savings & innovation.

E?Procurement
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Typical Tool/Technique

Cost?model spreadsheets,
ERP cost modules

Spend analysis software,
supplier segmentation


https://ynetstudyhub.com
https://ynetstudyhub.com

