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Abstract
Over the past four decades, purchasing and supplyagement has evolved from a clerical functionhi@ t
1960s, through being an operational activity in 1880s to the strategic nature in the 1990s (Geldrrand
Van Wells, 2005; Spekman et al, 1994; Kraljic 1998}hile several organizations have transformedrthei
purchasing and supply capabilities into competiidkvantage, other are still lagging behind. Togagactive
firms are expected to control their purchasing apiens ion an effort to build competitive advantd@arr and
Smeltzer, 1997). In spite of the fact that purch@dias gained recognition amongst companies idékeloped
countries; the reverse is the case however in ¢ieldping countries (Msimangira, 2003). Specifizafifrican
scholars have focused more on investigating acegrdd Van Weel (2000) procurement refers to all the
activities in a firm that involves getting a prodioc
Purchasing and supply —also known in procurement-apgpear to be a ‘hidden’ function in many orgatiines.
In fact, procurement is a highly strategic role ettter the organization is manufacturing or seraidented, in
the public of private sector, for profit or not.o0eurement is complex. It covers the full supply inhBiom
contracts (negotiating), procurement (purchasimg) lagistics (storage/distributions). Procuremeiit hase its
value when it is not proactive and the driver donet have what it takes to make more effective anelyl in
terms of skills and techniques.

INTRODUCTION:

Background

This study is sets out to investigate and demotestifse practical skills and competence in cleamténe
practical procurement theory, techniques and skétguired to excel or to be outstanding as a pesoant
specialist or professional. Procurement in recesry have changed from what is used to be to more
sophisticated and therefore from what is used praach to meet up with the current standard.

What is Procurement? To define broadly,” it is anptete action or process of acquiring or obtaimmagerials,
services, or on operational and tactical level vatime focus on strategic matters either by goventroe
private entity.” Most of the time, we use the wofdurchasing and procurement” interchangeable.
“Procurement” is a term or word made popular in dnemed forces to describe part of the supply a@#iin
Logistics. Lamar and Dobler (1983) say that promest is define by the Armed forces as includingtwle
process whereby all classes of resources (peopierials, facilities, services). Dobler and Bur@g6) say that
“The procurement process or concept encompasseislex vange of supply activities than those inclute
involved in the purchasing function. It includesbmadened view of traditional buy role in the dayday
activities, with more buyer participation in reldtmaterials activities. (Donald, W. David, N.B 1996pecific
activities usually included in the procurement gexinclude:

Participation in the development of materials amdises requirements and their specification.
Conduct of materials studies and management obwahalysis activities.

Conduct of more extensive materials market studies

Conduct of all purchasing function activities

Management of supplier quality

Purchase of inbound transportation

Management of investment recovery activities (sgdvaf surplus and scrap)

NoorwbdhpE

Alhaji Mohammed J. Aliyu, National Executive Chaam Chartered Institute of Purchasing and Supply
Management (CIPSM) in a paper titled “Inventory Mgament in a centralized and decentralized setting”
Presented at National Workshop on Stores, Purahasid Supply Management held at Gateway Interration
Hotel, Ota, 28-30, March 2001 organized by Arib ¥WAfrica Limited, Lagos in Collaboration with Afréic
Regional Central for trade Research and develop(d€C-TRADE) defines Procurement as “a function evhi
married inventory management, purchasing, rentegging trading, obtaining, supplies and other irequents

of an organization in a neat form”.

In essence, procurement tends to be boarder anel pnoactive in nature, with some focus on stratetitters,

as compared with the typical implementation ofpithiechasing concept.
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Though, generally speaking Procurement is well pumced in the public sector than private that i waried
and enforced in the government owned establishthemnt the private. The point is very obvious, wheihehe
public or private, activities is carried out.

On the part of government, there is always a needhie tax payers to see the value for their moheyhe
public sector, the government tends to purse adability and justification for spending any moneysecuring
services for the public. Bearing that in mind the ¢ghrocess has to be followed and that have pphbdicurement
Act 2007 to regulate procurement activities in piblic sector.

In the other hand, Government or public procuremefdrs generically to the formal process throudtictv
official government agencies obtain goods and sesyiincluding construction services or public veoWithin
the GATT/WTO system, public procurement refershi® process by which a government obtains the use of
acquires goods or services for governmental pugpasd not with a view to commercial sale or resaleise in
the production or supply of goods or services fimmercial sale or resale. ( World Trade organizatidispute
Settlement, 3. 12 Government Procurement, P.3 (2@BCD, Journal on Budgeting, Volume 2, No. 3191
(2002).

However, the approach, processes, techniques ofumment in public institution like government
establishment differs greatly form private secldrat is why, a number of factors drive the difféarapproaches,
and it is important to consider the nature of epdturement requirement and then decide on theopppte
approach.

Practical Procurement:

The procurement practice has changed from whases o be (theoretical) to more practical and preadn
approach. If any, organization or government agehaye to be relevant in this twentieth century, the
procurement or purchasing personnel have to be m@etical in terms of proficiency and competentkie
days of dull moment of personnel’s without the ifpio deliver and prove their worth are gone.

Practical Procurement skill

The significant and great changes in purchasingSupply management over the last decade did neé léee
purchasing function unaffected. Triggered by raghdnges in the changing (dynamic) business envieotym
new tasks and the use of web-enabled systemspllef purchasing professionals has evolved frorather
clerical towards a more tactical and strategic fiomc (Giunipero & Pearcy, 200; Giunipero, Handfietd
Eltantawy, 2006).

Consequently, purchasing decision-making has beaowm® knowledge and competence driven (Bouwmans,
2003). Purchasing professional are assigned withe mesponsibilities and require a different skit @nd
knowledge for achieving excellence in purchasing supply management (Carr & Smeltzer, 2000; Giwoige
Pearcy, 2000).

In recent years purchasing knowledge has receivewigg attention, both by scientist and practitiane
However, most of the academic research in thid filas been mainly Descriptive; identifying the idgll set
purchasing professionals should possess. Yet, tlest®n on how to measure and develop the procureskél
set remains a major concern in practice and relsedids seems especially important as knowledgd, askd
competencies are important sources of strategiogehfAxelsson, B. Bouwmans, P., Rozemeijer, F. &ng¥ia,
F. 2006) and properly trained procurement peopéesditl lacking in may organizations (Whitehead 0&p
Improvements should be made possible by develotiiagskills and capabilities of the individual aslivwaes
improving the organizational systems for learnind &nowledge management.

The skills of employees have been in the focus whdn resource theories for a long time as it iselyid
assumed that skills can positively influence ndiydrumans but also firm’s performance (Nollen & @aer,
1991; Wright, McMahan & Mcwilliams, 1994; Wright &nell, 1995). In purchasing however, a disciplimat t
has been under tremendous change over the lastletecamployees were traditionally placed withouttimu
regard to the (specific) skill they possessed (@a&meltzer, 2000). Purchasing skills has a loveity for the
execution of the profession and were not of interesither for practitioners, nor for academiciahisis view on
purchasing skills has changed significantly. esgigcover the past years, a growing academic isteczan be
witnessed, that concentrates on identifying the tmiogortant skills with regard to the function arah
determining how purchasing skills support purchgignends and firm's performance (Carr & Smelte2600;
Giunipero & Pearcy, 2000; Giunipero & Handfiled 20Eltantawy, 2005; Gunipero, Denslow & Eltantawy,
2005; Giunipero, Handfiled & Eltantawy, 2006). Som&hors go beyond the mere identification of skilhd
diagnose purchasing professionals with a seveiiis‘'glap” that is threatening the procurement fiorcin itself
(Whitehead, 2006; Duggan & Fogg, 2006). In ordelndécable to understand the importance of purchasiilig
to the profession and their relation to severalatigions a clear understanding of purchasing skillecessary,
both for management practice on three questiomst, Fvhat are the skills purchasing professionaksdnin this
profession? Second, what is the relative and coesbimpact of these skills on dimensions such afpaance
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or supplier and internal customer relationship?rd,hwhat are the skills that current purchasingfggsionals
possess?
The remainder of the paper is structured as foliowseview of literature on purchasing skills isepented,
followed by a theoretical and practical foundathy purchasing skills contribute to firm’s perfornuz.
Finally, the status quo of purchasing professiomgalassessed. Implications are drawn about thesiguskill
levels of purchasing professionals.
This paper contributes to the existing supply manaent literature as it gives a thorough overviewtref
literature of purchasing skills and attempts toedweine the status quo of purchasing professionalsile
previous literature had concentrated on the ideatibn of purchasing skills and their contributitm firm’s
performance, there is a need to reveal to whichredethese skills are hold and implemented by pwsiolga
professionals. Finally, managerial implications &mdher research needs are identified.
Purchasing skills in practice
Especially over the last years there has been wiggointerest to identify the ideal skill sets arghasing
professionals. The attention towards purchasinisgkillowed the evolution of the purchasing fuicts, as it is
widely assumed that the rapid changes in the psiecdusiness environment directly affected thalid&ill set
for purchasers (Carr & Smeltzer, 2000; EltantwyQ20Giunipero, Handfiled & Eltantawy, 2006).
Compared to a function like marketing, purchasim@s initially seen as a rather clerical functionmer,
1974; Carr & Smeltzer, 2000). Purchasing profesd®did not have the authority to decide on orgaional
buying decision and had to fight for their legiticyawithin their organizations (Barath & Hugstad7¥9Dion &
Banting, 1987). The formal scope of activities afrghasing agents was extremely limited, and puinbas
professionals were involved rather late into thecpasing process (Barath & Hugsted, 1977). Theicest
influence and power led to a low visibility of ptasing professionals. Purchasing was neither perdeas a
function with high status, nor was seen as a pyi@mf top Management (Cruz & Murphy, 1996). Thidero
though, changed significantly over the last yeRexing an intensified international competition,iacrease in
outsourcing and offshoring and technological adean{Giunipero, Denslow & Eltantwy 2005; Giunipero,
Handfield & Eltantawy, 2006), the purchasing fuoatievolved radicallyfrom a basic clerical to a tactical
strategic function (Giunpero & Peearcy, 2000; Jahns, 2005; Giunggandfield & Eltantawy, 2006).
Purchasing professionals enhance their work focud @rned to electronic commerce, strategic cost
management, tactical purchasing and global supgieelopment (Carter et al. 2000; Giunipero, Haxdfi&
Eltantawy, 2006). Top executives are realizing tihat purchasing function can contributes signifiato a
firm’'s competitive position and start regarding ghasing as an important level for organizationalcess.
Purchasing is now on top of the corporate agendat(Bobler & Starling, 2003, Giunipero, Handfiled
Eltantawy, 2006).
As purchasing professional were mainly followelsrig a passive role in the purchasing process, tiogy need
to broaden their skills and acquire new ones orepfaly strategic supply management practices ardheeve
competitive advantage (Carr & Smeltzer, 2000; Giand, Handfield & Eltantawy, 2006). Purchasing
professionals must become proactive, creative aedside to react quickly to the changing business
environment. Adopting a comprehensive skill set xsome crucial to the purchasing profession (@eird &
Pearcy, 2000). Managers of organization and Diredtogovernment offices need to understand whls sice
necessary to enhance performance of the supply gearent function. Without a thorough understandifig o
purchasing skills, performance improvement canreoimanaged efficiently and, effectiveness in orgaion
discussion provides an overview of the most impanparchasing skills identified by literature.
Until 2000, only a few articles in academic jousabdressed purchasing skills. Kolchin and Giunig&©93)
used a sample of 131 supply management executovadentify the skills that are essential for supply
management professionals. They identified a list&®$kills and divided these skills into four catags.

» Technical,

» Management

> Interpersonal/group

> Individual.

The two most important skills were indentified &dity to make decisions and interpersonal commatidr. As
purchasing professionals are to a high degreesatttag with external suppliers, internal customéney should
be effective communicators, both within their ongation and with their suppliers. Killen and Kam&a(if995)
distinguished between operational buyer and sti@fgchasing manager in four general areas, namely

» product knowledge,

» principles of purchasing and management,

» personal attributes

» Interpersonal skills.
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Strategic purchasing managers need to possesgiliseo§ an operational buyer plus the followingufo
additional knowledge areas:

» technical knowledge,

» analytical ability, and

» interpersonal skills,

» managerial skills,

Most studies in the popular press relied upon its assessments and tended to provide a listkidis
gathered through interview and surveys. One ofettstsdies, conducted by Down & Liedtka (1994), sdeé
the seven most critical skills recruiters are logkfor in supply management professionals. Thesks skere
identified as

Communication skills

interpersonal skills,

Self —motivations,

Professional presence,

Leadership,

analytical skills,

Academic achievement.

YVVVVVYVYY

generally speaking, it was assumed that purchgsiofgssionals are especially and will ne most ss&foé if
they possess technical skill (Cavinato, 1987; Milese 1998). Cavinato (1987) identified seven técahskills
top managers wanted to see improved in their orgéioin’s supply Departments. The skills were:
Knowledge of materials,

Production systems and technologies,

materials management and inventory systems, and JIT

Quality systems and options,

Contract manufacturing relationships,

Computers,

Costing

YVVVYVYYVYVYY

Murphy (1995) illustrated the continuous searchtlfier “ideal” skill set purchasing professionalsddgpossess.
A poll of purchasers identified four general skidlentified as most important to their job funatidhe skill
identified were:

» negotiation,

» management,

» computer literacy

» mathematics.

Many of the skills mentioned above, focus on hattier than soft skills. As purchasing professiostdsted to
use PCs in their day-to-day operations, computeraicy became an essential requirement to fulfdirttasks
efficiently.
According to recent research by the European utstiof purchasing managers (EIPM), CPOs highliglsigd
purchasing skills as being the most important t@@asuccess. Over the next five years. Thesecaralg split
between analytical and soft skills.

« Analytical skills: 1. Strategic thinking. 2. Totabst of ownership (TCO).

3. Supply market analysis.
» Soft skills: 1. The ability to work in terms. 2 fluencing and persuasion skills. 3. Change manageme

While none of these are new skills, the researeldipts that by 2015 they will be key to success/eCthe past
three years the role that procurement plays halved@nd the result is an increased demand forupeogent
professionals with a more strategic outlook,” comted pat Law, MD of Hays procurement. “We are also
finding that candidates that can successfully comtraditional procurement skills with more integmal
skills such as relationship building are highly gouafter”, he continued.

An another “Stephen C Carter, 2011” in his e-zirtele states six financial skills that everyoneoatuorks in
procurement should acquire. The term “financiallskcovers a range of activities that a profesaldmuyer or
procurement executive needs to have if they adeliver value for money and manage commercialfosktheir
organization. However, these skills are not alweggered by conventional training which means thauger
could be creating needless exposure both for tHeesand their career as well as their organization
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1. Financial analysis — This covers the use of finanGitios that enable you to identify suppliers vetie
under performing compared to their competitors bownight be financially vulnerable and so create a
supply risk for you. Ratios compare one financiue with another in order to give you an insigtoi
the way that supplier is run. For example, liquidiatios look at the ability of a supplier to méist
short-term financial obligations by dividing thelwa of current assets (such as cash and inveniotty)
the value of current liabilities (such as credifoBther ratios tell you how efficient the supplierin
turning sales into profit, generating sales fromtise of assets and its ability to grow.

2. Activity based costing- This is a method that takb®f the cots of an organization and assignsthe
the products or services that the supplier selle Big difference between this approach and more
conventional costing methods is that it first adltec costs to the activities that create those cosds
then to products or services in direct proportiorite amount of those activities that they useh@irt
production or service fulfillment. What this meaaghat you get a clearer picture of the true costs
making a product or delivering a service than yetufgpm conventional means. The importance of this
for the buyer is that they get an understandingvioét drives costs and so what actions suppliers can
take to reduce them which in turn lets them redbeeprice to the buyer and still make an acceptable
profit.

3. Understanding profit and loss accounts and balaheets- The profit and loss account shows a buyer a
summary of all the transactions a supplier has niade period of time (such as a year) with the
resulting profit they make and the balance sheatssapshot of the financial position of the sugipdit
that point in time. Accounting policies that theplier adopts can make a big difference to theatded
profit; for example, a supplier can choose how miacbhharge each year to the profit and loss amount
for an asset it has bought and this can have arrimapact on the profit in any one year. Knowingaivh
accounting policies a supplier uses can help arayenderstand their accounts and so make sute tha
the financial ratios that are used to get an ingigimt an accurate picture.

4. Understanding cash flow- The lifeblood of any oligation is its cash flow as it can only pay itd<il
on time and remain solvent if there is cash inkthek. It is important to understand that this i$ the
same as its profit. For example, if you sell sonmgttfor N100 now and give your customer 14 days
credit then you will not physically receive the leder another two weeks. If you have bought makeria
that have been used to make that product and ygplier has given you only 7 days credit then you
will have to make a payment to them before youiwecthe cash from your sale. If you do not have the
money in the bank then you may be in difficultidnderstanding the concept of cash flow and how to
calculate and analyze it is an important tool iedicting the solvency of your suppliers and their
vulnerability.

5. Understanding break-even analysis- This technigleutates the level of activity your supplier needs
to have if it is to break even. Levels of activihove the break-even point result in a profit fouly
supplier and level of activity below it means y@uwpplier is operating as t loss. The importance of
knowing this figure is in negotiations. If your qlier is already above its break-even point and has
included your current level of purchases in itscakdtion, them any further business from you will
provide a ‘super profit” (that is, profit over amtbove its expected amount as their fixed costs have
already been covered). You should be able to negodi price reduction based on this information.

6. Price and cost modeling — One of the key questibasprocurement people ask of themselves is “am |
paying the current price for this item?” Price asabst modeling helps to answer this question. Price
modeling involves comparing the price you pay aglasome yardstick of reasonableness such as the
price paid last time or a benchmarked price. Casdating goes further and is a technique in which yo
build up an understanding of the cost of materiatsnponent and other costs that go into the items
production or delivery (if it is a service) so thatu can assess whether or not they are reasoaatlle
whether the subsequent profit is fair.

With the evolution of the purchasing function, aduler academic interest aroused to determine imuport
purchasing skills. Giunipero and Pearcy (2000) tified a list of 29 skills to be the most importaiat the
purchasing function and developed (via exploratéagtor analysis) seven skill clusters to illustrate
comprehensive skills sets required ‘tyorld-class purchasing professiondl¢Giunipero & Pearcy, 2000). A
world-class purchaser “visualises and approachssdii from a strategic perspective (....) and coratilyu
embraces and leverage his skills and knowledgeitéal supply chain activities to provide value rimeeting
corporate and customer objectives” (Giunipero, 1998). Such a person can be characterized by dexeskill
areas, namely:

» strategic skills,

» process management skills,
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» team skills,
» decision-making skills,
» behavioural skills,
» negotiation skills
» quantitative skills.

Ginupero and Pearcy (2000) underline the importaricstrategic skills for the purchasing professibhe focus
on strategic skills demonstrates the radical sHithe function from being clerical, focusing ordy processing
orders, to strategic and contributing to the firovgrall performance. Strategic skills are necesgastructure
for example, supplier relationship and to develtqatsgies that contribute to the overall succesa &fm.

Implementing strategic thinking can help developmgtual beneficial relationships that will signdiatly

impact the influence of purchasing on the orgaionat

Consequently, only the adoption of flexible andrepteneurial skill sets enable purchasing profesdsto

adapt quickly to the changing business environméetibility skills (Giunipero et al. 2005) are d&dd as the
degree to which purchaser act entrepreneurialbgiren areas, namely:

managing risk,

decision making,

planning,

interpersonal communication,

influence and persuasion,

internally motivation,

creativity.

VVVYVYVVY

A purchase who is able to plan projects with migtigtakeholders, to influence and persuade not supppliers
but also internal customers, and who possessésragstill to succeed will contribute to organizatéd success.
This person is not waiting for action to happert, isyproactive, creative and decisive (Giunipddenslow &
Eltantawy, 2005). In addition to planning and risleking skills, Giunipero, Denslow & Eltantawy (2QC&dd
internal motivation as being especially importdniplementing cost reductions and develop suppbéations
require a self-driven approach by the purchasinmadenent.
The purchasing function is not only driven by flgei supply chains but also by several trends thiae dhe
purchasing function towards strategic directione3étrends include the implementation of strategationship
management with supplier, strategic cost reductitagrated systems and collaboration, a greatersfon total
cost in supplier selection, and strategic versudic&l purchasing orientation (Giunipero, Handfiléd
Eltantawy, 2006). All these trends will be faciléd by the implementation of strategic skills (Gpero
Handfiled & Eltantawy, 2004; Giunipero, Handfiled Bitantawy, 2006). Strategic skills are charactstiby
five skills areas, namely:

e team-building skills,

» strategic planning skills,

« communication skills

» technical skills

» broader financial skills Giunipero, el at. 2006).

The skills included are leadership, decision-makimiyencing, compromising, project scoping, goettisg,
execution, presentation, public speaking, listeningiting, web-enabled research, sourcing analysist
accounting, and making the business case. (Giumipt¢andfiled & Eltantawy, 2006). underline teamitung
skills as especially important. Purchasing profasais are required to rely on term-work with muéip
stakeholders. Purchasing professionals must tdéadership role in terms and take initiative tovegbroblems.
Team-building skills are needed to integrate iraeamd external functions.

No skill on better procurement

This extract practically demonstrate the essencskidf in procurement: “Procurement skills ‘key ttting
value for money in police force. A report out thigek, Sustaining value for money in the police iserv
produced by the Audit Commission. Ger Majesty’perdorate of Constabulary (HMIC) and the Wales Audi
Office, challenges police forces to save a totdlbillion, or 12 percent of their central goveenhfinding.
Twenty out of 34 chief constable interviewed saidal police unit commanders lacked the financelsskd
deliver savings, which is one of several obstatdelsetter buying. Fewer than one-third of the cloi@fistables
identified leadership skills as important in acligvsavings. The report said the lack of such skilhs another
barrier to getting value for money.
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Increasing the skills of procurement staff will fnehe police “extract and maintain benefits fromrent and
future contracts”, the report said.

“Forces spent £1. 3 billion in 2008-09 on suppliens services, an increase of 111 percent sincé-289
Police authorities were being urged by the thre&haogs to do more collaborate with other forced #nird
parties to secure greater efficiencies. Collaboratiork resulted in four forces in Wales saving3g&iillion on
purchasing goods and services in 2008-09, anavlése Kent and Essex are merging IT departmenave s
£20 million over 10 years.

Ten out of 16 forces visited for the joint repasere described as having an approach to efficid¢hat was
“unlikely to address the emerging financial chajjehh A separate survey by the HMIC (also publisbed20
July), shows that only eight of the 43 forces aralenadequate preparations for budget cuts. The goidit
report says savings can be made by breaking dovas™sand a more efficient match between risk wine and
the number of police on duty to deal with peaks woadghs in demand.

Sir Denis O’ Connor, chief inspector of the constaby, said: “our reports show that while some ésrare
getting ready for the budget cuts we know are aé@, many forces have yet to make adequate aépas.”

In total summation, without any doubt Procurementporchasing role in any given organization canipet
overlooked as it has become necessary for themesddt they have to take purchasing personnel serduy
procurement officer or personnel that will succéedlis career will need to be up and doing as thiyneed t
prove competency and proficiency in all ramificagdo justify their worth.

Everything about purchasing or procurement systach activities revolves around the ability to fulfthe
principle of obtaining materials, goods and serwig&the right quality in the right quantity fornet right source
delivered to the right place at the right time l& tight price and for the right purpose. Failur@sulfill and
achieve this principle in whatever procurement orchasing capacity the practicing professionahislved
have failed in his or her duty.

Therefore, skills, theory and techniques of promest revolve in the ability to understand the caubject. The
“core subject” centres in understanding the thesuyrounding the principle of Procurement or Purtias
Management.

Theories of Purchasing Management:

Before World War 11, purchasing was considered@éomore or less a clerical duty. The work of
purchasing departments in most organizations waelyjnenade up of bookkeeping. After World War 11
businesses began to learn the benefits of a maeatific approach. Today there are organizationgeehfaund
successful. Having a working knowledge of thesentiies will enable you to better understand the ress
process.

Fordism Theory

Henry Ford revolutionized manufacturing through éissembly line and standardizing the use of sppaiglose
tools. His innovations created a general modelsaistem of manufacturing that came to be callediBordThe
theory of purchasing management that emerged fromigm places key emphasize on the control of seisl

To better facilitate mass production, purchasinghagers attempt to gain direct control over souafesaw
materials such as rubber and metals.

Just In Time

Just in Time models of production were first piameeeby Japanese manufacturers. The major advaofdbes
form of production is that it allows manufacturéosreduce inventories and thereby warehousing ctstsis
and suppliers are purchased only when immediatebded. It is the role of the purchasing management
department to create an effective system for onderiThis system is only made possible by computing
technology that monitors production needs for tyremmunication.

Vendor Management

Vendor management is an evolution of the Just meTtheory of purchasing management. The controt ove
inventory is placed not with a purchasing departnmerany management, but with the actual sellerienfis.
Vendors are able to use computer systems to otgi@sithat are only manufactured at their commaiis T
system is meant to take advantage of the parti@Mpertise of vendors and the knowledge they gaimf
customer interaction.

Customer Management

Another evolution of the Just in Time model of pwotion is customer management. In this method of
purchasing customers are able to order items tHeessthat are then manufactured with immediatetyjoled
suppliers. To the extent that this sort of system lze implemented with any item it offers an ideahngement.
Expenses for suppliers are only incurred when tieeedefinite demand from a definite customer sTdystem
requires very flexible production methods.

Procurement Techniques:
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Techniques or methods of procurement can definegam to be cycle or process or procedural stefseto
followed in execution of purchasing or procuremactivities. Already said in the beginning of thiaper that
the approach in public and private entity diffeosa great extent. Therefore, the approaches aksajaite
different tough the objectives are achieved atthe of the day.
Both approach that is the cycle both in private pnblic (government owned) will be explained irsthirite up.
Under Private settings:
How is Procurement process carried out in Privagamization?
1. The Need
You need to identify that there is a need to upttaeanventory or stock. You may also need a bissine
service or ad hoc product. The need may arise foynuser department requesting for materials and
suppliers. The purchase requisition is made totmsing department who is mostly saddled with the
responsibility to place orders for the materiald anppliers on behalf of the company.
2. Soliciting analyzing proposal and bids
Once the needs and specification have been clédelytified and request for materials and other
suppliers had been received from the user's degattnrmext stage would be to locate possible sources
of supply for the materials, their terms and cdoditof offer. etc. When other is relatively smaiet
need for proposal is usually avoided. For middld Emge size orders, companies mostly call for bids
guotations and proposals. While to carry out laage complex projects, a REQUEST for PROPOSAL
(RFP) is usually given.

There are different types of bids: 1. competitivéding, 2. Two steps bidding, 3. Middle of the rdadding. If
the competitive sealed bidding is to be used, twdicitation for supply will be looked into and dyme potential
suppliers, adequate public notice of invitationbid which include a purchase description and afiti@xtual
terms and condition applicable to the procuremenplaced in a national daily for general circulatidhe
supplier will submit their bids in a sealed enveloffhe bids would be opened in the presence ofoomaore
witness at the time and place designated in théaiion for bid. The amount each bid and other vaie
information as specified by regulation togetherhwmithte name of each bidder is read aloud and redoftee
record is opened to the public for investigating amybody can call for it. Bids are then evaluatéthey are
accepted, they are awarded. Otherwise if they araacepted, they are either corrected of withdrawn
Request for proposal (RFP) can be solicited faqugh public notice in some manner as in competitgaled
biding after compiling the list of suppliers whoeato submit proposals, request for proposal isequacthe
proposal is received, read, reviewed and evaluatedhting is held with the suppliers shortlistedntcact is
negotiated with the selected suppliers.

3. evaluation and selection of reliable source ofipply

The evaluation of a actual and potential sourcesasntinuous process in purchasing departmentalesturces
with which one is dealing regularly can be evalddergely on their track record: on the actual eigree of
working with them. This is often known as vendding. Potential sources can be evaluated only bgrent
of their capabilities. The actual suppliers canskéected based on their ability to supply specifieaterials
needed by the buyer in terms of quality of suppli@bility to meet ordered quantity time by deliveservice
(before and after service) and price.

Evaluation of potential sources of supply is @trout in order to identify and select the mosaldé
sources of supply for large standard orders whiehusually routinely or continuously used in praitue for
example raw materials, companies usually enter mggotiation of contract, which expands for entear
because, production schedule must be met. Thigamrdllows the quantity, times of delivery and ghase
price to be opened as materials are needed. Sdehnsoare usually larger sized orders that are lyspkiced
with the same vendors. It describes the produatipation, quantity and delivery date. This prableisually
solved by the economic order quantity (EOQ) becd& @€ balances the annual inventory holding and unde
ordering. It therefore answers the question thetéscurrent quantity to order?

4. Negotiating contracts

Contract negotiation is the act of reaching a lggahforceable agreement between the buyer and the

seller on matters of price, quality, payment antesltle, delivery etc. a contract is an agreement

enforceable by law.

Negotiation in purchasing, involves dealings betwéee buyer and the seller in a bid to reaching an

agreement on price, payment and other conditiofeeM\tontracts are well negotiated, the probability

of dispute is minimized. This is where expertiseétaf purchasing department are demonstrated. Their
saving cost for the company making more rooms fafifp This skill must demonstrated beyond
reasonable doubt to prove your worth as a profaasia the filed of procurement as a specialist.

5. Issuing purchasing order
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After the negotiation of contract, purchase ordeissued by the buyer to the seller. A purchaserasda
written authorization to an outside supplier orlegelto supply certain goods or services of a djmeki
quality and quantity, at a given amount, time alat@. Once the purchase order has been acknowdedbe
accepted by the seller, it becomes a purchase thnpanties (buyer and seller) and any default paayhe
contract can be used in the law court for a bredatontract. This means that both the supplier seltbr
are responsible to the contract.

A purchase order would be seen as an acceptartte offer for by the supplier or a counter offerieth
differ from the quotation of the supplier, so capi@f the purchase order will be sent to the uspadment,
receiving department, inspection department aecdwatting department while the original copy is e$tio the
supplier or vendor. A copy is like-wise retainedtliwe purchasing department. Significantly, onceuecipase
order is exploited to perform his/her own delivevgrious charges, time of delivery, terms of payrseand
discounts.

The essential information in a purchase order oelmame and address of purchasing company, idegtify
order number, date, name, and address of vendppigbi instructors instructions including deliverste,
description of materials ordered and the quangjt;lity, price and discount, signature. Terms amul¢ions of
the contract are generally printed on the backefform.

6. Follow-up outstanding orders (expediting) and recqit/inspection of materials from suppliers

« Expediting:- expediting is the practice of maintaga staff of expeditors in the field, who keepsd

contract with the suppliers on important ordersother to ginger up the suppliers to deliver the
materials or suppliers on time as prescribed fobagileed upon. Such expeditors are made responsible
for all orders placed with suppliers in a giverritery. Often times, they operate from the company’
branch offices in these territories but they repbrectly to the general purchasing office. Somesm
this function is inspection combined with materiatsvendor’s plant the field expeditors make regula
progress reports to the follow-up department atlpasing headquarters during the life of the order o
contract and his report is clocked with the schedelquirements. This is to show the proposal of
satisfactory fulfillment of delivery dates so the like hood or extent of any delay that may be
encountered is recreated.

The first step in follow-up is to secure an accepéaand delivery promise from the vendor. The vesdo
promise is recorded and provision is made for dydemmergency to develop if the vendors promiseoiskept.
Some companies only follow-up orders they classifyortant.
The mechanism for follow-up includes a file of opmders, arranged in numerical sequence so thae that
are longest outstanding are in the front of thes fijiving quick visual indication of the oldest sne
However some expeditors use computerized systerohwigiveals to them soon to be due and over-duesitem
Smaller companies follow-up by printing a scale mfmbers from one to thirty one across the sheet to
correspond with numbers of days in a month andcokmured tabs to differentiate the various calendanths.
These coloured tabs reveal the order on whichigedibllow-up schedule is desired. The combinatidicolour
and position shows the exact date at which follgwaction is to be taken. Any completed order muest b
removed from the file meaning receiving record nhesplaced against this file duty.

* Receipt/inspection of materials from supplies

Goods are usually delivered to the store of theiguyprganization. The purchase department normally
expects the goods to be in good condition, in ataace to the term of the contract. However, this is
subject to confirmation by the inspection departinen

Firstly the receiving department issueseiving report(RP) and secondly, the inspection department
issues anthspection report(IR) to confirm the acceptance of the supplieratenials

Both RR and IR are then sent to the purchasingudeent. The transaction closes on the basis of the
materials are then set to the user/using departmbitth acknowledge the receipt of the materials the
copies of RR and IR are sent to the supplier aadititounting department.

* Payment for goods received

The supplier issues invoice which is sent to thepanting department in consultation with purchasing
store department. Accounting department then isauelseque for payment. The transaction is completed
and the supplier receives his/her cheque.
However, if some materials are found to be faullyimy inspection, such items are rejected and tiejec
note is given to the supplier, notifying him of teetent of the discounted from the supplier’s pagtn
7. Soliciting and analyzing bids and proposal, witfiegrces to quotation and tender
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Oxford advanced learner’s dictionary define quotats”™- A segment of how much money a part piece of
work will cost, and tender as”- A format offer topply goods or do work at a stated price. Thesevwaals
are often used interchangeably with bids and pralpétwever, a bids is the price a person is witmgay
for a commodity. It is an offer to do work or prdei a service for a particular price, in competitigith
other competitors who may be accepted or rejectieadnakes procurement and constricting process
relatively easy. The aim of bidding is to get thevést from a proposal a proposal is a written farphan of
a action, presented by a contractor (an individwuadrganization) on how he intends to carry ouwlagr a
service, including the technical implication angifincial implications. A proposal that does not addryour
needs or problems is virtually baseless. A propasalifferent from a bid because it provides valaab
technical information which are diagnostic in natyour imagination. It is a means of evaluatingdidates
for work required. it is used to evaluate vendarsa situation where purchasing agent believes dfiat
competitive bidding is not practicable, logicalamvantageous to be used. We shall discuss whemsabp
is suitable under the topic when to negotiate.
Proposal follows the procedure stated below:
1. Request for proposal (RFP): proposal shall selitior through a request for approval.
2. Public notice: An adequate public notice of theuesy for proposal shall be placed in the newspfaper
general circulation the proposals are submitteskaled envelops.
3. Receipt of proposal: The proposal received shabened by the buying firm and register is prepared
which shall be for public inspection after contrawtard.
4, Evaluation of proposal: the proposals shalidsal, reviewed and evaluated based on price ama oth
evaluation factors stated in the request for pralsos
5. Discussion with responsible offers: finally meetiaigd discussions may be conducted with shortlisted
offerros who are referred to as responsible offerBrery offerror is accorded fear and equal treatm
in order to choose the best offers. During the mgetthe conduct is negotiated with the selected
offerors.
6. Award is made to the responsible offerror whosgpsal is determined to be most advantageous to the
buying firm, taking into cognizance the price andlaation factors set forth in the request for sy
no other factors or contents shall be used in tiodugon.

Steps taken in competitive sealed bidding

1. An invitation to bid shall be issued and shall utt# a purchase description and all contractualgerm
and condition applicable to the procurement.

2. Adequate public notice of the invitation to bidgisven in the newspaper of general circulation. The
suppliers will submit their bids in sealed envekpe

3. The bids are publicly opened in the presence ofamaore withesses at the time and place designated
in the invitation for bid the amount of each bidlauch other relevant information as may be spetifi
by regulation, together with the name of each hiddhall be read aloud and recorded are to recaill sh
be opened to public inspector. Anybody can calitfor

4. Bid acceptance and evaluation bids shall be acdepithout attention or correction, bids shall net b
evaluated based on the requirement set forth imthtation to bid.

5. correction or withdrawal of bid contracts that wereoneously awarded can be cancelled but must be i
existence with existing regulation and must be sujgil by a writer mandate of the purchasing agent.

6. Award the contract shall be awarded with reasongipeamptness by written notice to the lowest
responsible and responsible bidders whose bid nsequirement and criteria set forth in the
invitation to bid.

Types of bidding

1. Competitive bidding: is the kind of bidding which follows the stepstethabove in most cases the
lowest bidder wins the contract but in rear ocaasithey do not because of some reasons which are
mostly based on technical incompetence.

Statutorily, lowest bidder wins in government biagliexcept on very rare occasions, based on inabilit
to under legislation to accept the lowest biddercéptance of bid in private sectors is based on the
fulfillment of certain criteria set by the company.

2. Two step bidding: this is also called hybrid method of bidding thisdified bidding is mostly used by
government and technically oriented companies.tiFitsidders are asked to supply their technical
competence on the job. This means that they sheubidhit all their abilities to supply the goods and
services for evaluation. The technical committe¢hef company requesting the bid will then shoit lis
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standard and specifications. Secondly the biddeas meets the first criteria are now allowed to
compete on price bases the two step bidding/prooemé process is as follows

a. Technical proposal without cost estimate are reguir

b. The proposal are judged acceptable or unacceptable

c. The owners of the proposal judged acceptable aitethto submit cost estimates

d. The lowest bidder is awarded the contract

3. Middle of the road bidding: in this case, a request for quotation (RFQ) isédsand one is selected

for negotiation. Having considered their quotatiecapability statements together with the quotations
capability statements together with the quotatio@ best bidder is chosen and through dialogue or
negotiation, an acceptance of an order is confirmed
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Conclusion
The procurement area plays a major role in materi@nagement, and procurement is an importanidink
the supply chain. The procurement process can bkebrdown into a set of activities that include
identifying a need, defining and evaluating useureements, deciding whether to make or buy, idgntj
the type of purchase, performing a market analydentifying potential suppliers, prescreening [iuss
vendors evaluating remaining suppliers, choosimgralor, receiving delivery of the product or segyiand
making a post purchase evaluation.
Not all purchased items are of equal importancéndgJthe criteria of risk and value, the quadrachteque
classifies items into four importance categoriesnagics, commodities, distinctive, and critical.négcs
have low, low value; commodities have low risk, thigalve; distinctive have high risk, low value; and
critical have high risk, high value. The procuremprocess activities can be more effectively madadne
following a four-step process (1) determine typepuofchase; (2) determine necessary level of investm
(3) perform the procurement process (4) evaluaesffectiveness of the procurement process. Ircsete
vendors, a number of criteria should be utilized]uding quality, reliability, capability, finandiaiability,
and other factors, such as location. There are lbasic sources of price; commodity market, prisgsli
price quotation, and price negotiation.
Electronic procurement has become widely used ginegs because of the publicly available interfeé
advantages include lower operating costs improvifidiency, and reduced prices, with the primary
disadvantage being security. There are four bgges of electronics procurement models sell-side,
electronic marketplace, buy-side, and on-line trgdiommunity system.
choosing procurement as a profession is quitetingcas it makes you acquaint yourself with dayd&y
activities in your organization and environment ethiultimately impact the profitability of your
organization.
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