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Introduction to Procurement Management
(Key concepts, processes, and best?practice pointers)

1. What Is Procurement Management?

Aspect Definition
Scope The systematic acquisition of goods, services, and works needed to achieve an
organization’s objectives.
Goal Obtain the right items, at the right time, in the right quantity, from the right source,

and at the right price, while managing risk and ensuring compliance.

Purchasing = transactional buying.
Distinction Procurement = strategic, end?to?end process (needs analysis ? contract
management ? performance monitoring).

2. Core Elements of the Procurement Cycle

1. Needs Identification

o Conduct internal demand analysis.
o Verify budget availability and alignment with strategic goals.

2. Specification Development

o Write clear, measurable technical and functional specifications.
o Include quality standards, performance criteria, and compliance requirements.

3. Sourcing Strategy

o Decide on single?source, multiple?source, single?sourcing, or competitive
bidding.

o Choose appropriate procurement method (e?auction, RFQ, RFP, direct award).
4. Supplier Selection

o Issue solicitation documents (RFQ/RFP/ITB).
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o Evaluate responses using a weighted scoring matrix (price, capability, risk,

sustainability, etc.).

5. Contracting

o Draft contract clauses covering scope, price, delivery, service levels, penalties, and

termination.
o Obtain legal review and stakeholder sign?off.

6. Order Management

o Issue purchase orders or contracts.
o Track order acknowledgment, shipping, and receipt.

7. Delivery & Inspection

o Verify quantity and quality against specifications.
o Record discrepancies (hon?conformance reports).

8. Payment & Close?out

o Reconcile invoices with purchase orders and receipt records.
o Release payment per agreed terms; archive contract documents.

9. Performance Monitoring & Supplier Relationship Management (SRM)

o Measure KPIs (on?time delivery, defect rate, cost variance).
o Conduct regular supplier reviews and develop improvement plans.

3. Procurement Organizational Structures

Structure

Centralized

Decentralized

Typical Use Advantages Challenges

One corporate procurement Leverages volume for
) ) o _ May be slower to
department serving all business better pricing; uniform
, o respond to local needs.
units. policies.

. _ ) Duplicate effort;
Individual units manage own Faster, more flexible, o
weaker negotiation
purchases. closer to end?users.
power.
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Structure Typical Use Advantages Challenges

Central team sets strategy, ,
_ ) Requires clear
Hybrid (Center standards, and major contracts; Balances control and
) ) - governance and
?Lead) local units handle routine agility. o
communication.
purchases.

4. Key Procurement Strategies

Strategy When to Use Main Benefits
Category High?spend, strategic categories Deep market insight; long?term
Management (e.g., IT, raw materials). supplier partnerships.

Total Cost of Products/services with significant ~ Focus on cost beyond purchase
Ownership (TCO) lifecycle costs. price (maintenance, disposal, risk).

) . Complex supply markets or need for Structured analysis ? optimal
Strategic Sourcing

innovation. supplier mix and risk mitigation.

E?Procurement &  Large transaction volumes; desire )
_ Reduced cycle time, better data for
Automation for speed & transparency.
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