
Overview of Purchasing & Supplies Management

Key concepts, processes, and best?practice guidelines for managing the acquisition of goods and

services in an organization.

1. Core Objectives

Objective Why It Matters

Cost Control Minimize total acquisition cost while maintaining quality.

Quality Assurance
Ensure purchased items meet specifications and performance

standards.

Timeliness
Align delivery schedules with production or service needs to avoid

stock?outs or excess inventory.

Compliance & Risk

Management

Follow legal, regulatory, and internal policy requirements; mitigate

supplier?related risks.

Strategic Supplier

Relationships

Build partnerships that foster innovation, reliability, and value?added

services.

2. Organizational Structure

Role Primary Responsibilities

Chief Procurement Officer (CPO) /

Purchasing Director

Sets strategy, policy, and oversees the entire procurement

function.

Category Managers
Own specific spend categories (e.g., IT, MRO, raw

materials); develop sourcing strategies.

Buyers / Purchasing Agents
Execute day?to?day purchasing activities: requisition

processing, order placement, negotiation.

Supply Chain Analyst
Analyzes spend data, market trends, and supplier

performance metrics.

Contracts Manager
Drafts, reviews, and administers contracts; ensures

compliance.
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Role Primary Responsibilities

Warehouse / Inventory Manager
Coordinates receipt, storage, and distribution of purchased

goods.

In smaller firms, several of these functions may be combined.

3. End?to?End Purchasing Cycle

1. Identify Need

Internal request (requisition) or forecasted demand.

Verify budget availability and approval authority.

2. Specification Development

Detailed description of product/service, quality standards, and performance criteria.

Include any regulatory or sustainability requirements.

3. Supplier Sourcing

Direct sourcing – existing approved suppliers.

Competitive sourcing – request for quotation (RFQ), request for proposal (RFP), or e

?auction.

Strategic sourcing – market analysis, total cost of ownership (TCO) evaluation, and

long?term partnership planning.

4. Evaluation & Selection

Criteria: price, quality, delivery performance, financial stability, ESG (environmental,

social, governance) score.

Use weighted scoring models or supplier?rating matrices.

5. Negotiation & Contracting

Agree on price, terms (payment, delivery, penalties), service level agreements (SLAs),

and risk clauses.

Formalize in a legally binding contract or purchase order (PO).
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6. Order Placement & Confirmation

Issue PO through ERP or procurement platform.

Obtain order acknowledgment from supplier.

7. Delivery & Receiving

Track shipment; inspect goods against specifications and PO.

Record receipt in inventory system; log any discrepancies.

8. Invoice Processing & Payment

Match PO, receipt, and supplier invoice (three?way match).

Approve for payment per agreed terms.

9. Performance Review & Supplier Management

Capture KPIs (on?time delivery, defect rate, cost variance).

Conduct periodic supplier scorecard reviews and corrective action plans.

10. Record Keeping & Auditing

Store contracts, PO histories, and performance data for compliance and future

sourcing decisions.

4. Key Metrics (KPIs)

KPI Formula / Definition Target Benchmark

Cost Savings
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