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Introduction to Procurement Strategies
Key concepts, objectives, and common approaches for acquiring goods and services efficiently.

1. What Is Procurement?

Aspect Description

Definit The systematic process of acquiring the goods, services, or works an organization
efinition
needs to achieve its goals.

s Includes needs identification, supplier selection, contract negotiation, purchase
cope
P execution, and performance monitoring.

Goal Deliver the right product, at the right time, in the right quantity, and at the right cost
oa
while managing risk and creating value.

2. Core Objectives of a Procurement Strategy

Objective Why It Matters
Cost Reduction Improves profitability and competitive advantage.
Quality Assurance Guarantees that purchased items meet performance standards.

_ o Minimizes disruptions from market volatility, natural disasters, or
Supply?Chain Resilience .
geopolitical events.

) Controls legal, financial, and operational risks (e.g., compliance,
Risk Management

fraud).
Innovation & Value Leverages suppliers to introduce new technologies, processes, or
Creation services.

) . . Aligns purchasing with corporate social responsibility (CSR) and ESG
Sustainability & Ethics I
goals.

3. Elements of a Procurement Strategy

1. Spend Analysis



Introduction to Procurement Strategies

o Collect and categorize historical spend data.
o ldentify high?spend categories, concentration of suppliers, and opportunities for
consolidation.

. Category Management

o Group similar goods/services (e.g., IT hardware, office supplies).
o Develop tailored tactics for each category based on market dynamics.

. Supplier Relationship Management (SRM)

o Classify suppliers (strategic, preferred, transactional).
o Define engagement models: partnership, alliance, or arm’s?length.

. Sourcing Approach

o Choose the appropriate method (e.g., competitive bidding, direct negotiation, e?
procurement platforms).
o Set evaluation criteria: price, quality, delivery, sustainability, innovation.

. Contract Management

o Draft clear terms (SLAs, KPIs, penalties, renewal clauses).
o Implement a monitoring system to track compliance and performance.

. Risk & Compliance Framework

o Conduct supplier risk assessments (financial health, geopolitical exposure).
o Ensure adherence to regulations (e.g., anti?bribery, import/export controls).

. Technology Enablement

o Deploy e?procurement tools, spend analytics, and contract lifecycle management
(CLM) software.
o Use AI/ML for demand forecasting and supplier scoring.

. Performance Measurement

o KPIs: cost savings %, supplier on?time delivery, quality defect rate, contract
compliance, ESG scores.
o Review frequency: monthly operational dashboards, quarterly strategic reviews.
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4. Common Procurement Strategies

Strategy When to Use Main Benefits Typical Tactics

Competitive tendering,

Low?Cost/Price? Commoditized items, Immediate cost )
volume discounts, reverse

Focused high price sensitivity  reduction )
auctions
~ Holistic cost view ) _ _
Total Cost of Complex products with _ Life?cycle costing, supplier
. ) (maintenance,
Ownership (TCO) hidden costs ) workshops
disposal)
Strategic Supplier High?impact, Joint innovation, risk  Long?term contracts, co?
Partnerships innovative categories sharing development, shared KPIs
Just?In?Time (JIT) Fast?moving, low? Reduced inventory Tight scheduling, vendor?
Procurement inventory environments holding costs managed inventory
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