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Purchasing could be described as the trigger that sets in motion the flow of materials in a supply chain. It is the primary message that a business sends to a seller to initiate an exchange of goods for currency. Purchasing and procurement are usually incorrectly referred to as the same thing, purchasing usually refers to the actual buying process.  

As discussed, purchasing is usually the actual exchange of currency for materials. Although not all ‘acquisition of materials’ is a simple as that, there are other ways a company will receive materials, such as; rental, favours, gifts, leasing, contracting, borrowing etc. These processes are what falls under the category of procurement.

Every business in a supply chain works on the same principle, that being, acquiring materials, adding value and selling it down the chain to consumers. Procurement is important because it is the process that handles all the transfers of materials that a company needs to survive and thrive. When we take a wider look at the role of procurement in a supply chain it is worth looking at how else a procurement process effects the supply chain. It creates a stream of information up and down the chain telling businesses how strong a demand is for a product and also what supply levels are like for materials.

Qualified suppliers are businesses that are equipped to handle the specific needs of a company and deal with the flow of materials in an appropriate and beneficial manner. There are some specific qualities that are sought after in suppliers to determine how beneficial a relationship could be. These qualities include; financial stability, competent business practices, delivery reliability, appropriate lead times, good reputation, quality of product.  


E-procurement is an internet-based process of acquiring materials. It is defined by any transaction or movement of materials that was set in motion using an internet-based system.

The overall aim of the procurement process is to ensure a business has a steady and reliable flow of materials. To do this successfully a procurement process needs to aim to thrive in the following areas; finding good suppliers, negotiating fair price and support, speed of material movement, networking to develop beneficial relationships, easy and effective communication between organisations.  
There are a handful of manufacturing strategies that companies commonly engage in. These include make-to-plan (MTP), make-to-order (MTO) and Assemble-to-order (ATO). There are impacting factors that will determine which strategy a company engages in. Economy of scale, Manufacturing capabilities and warehouse/storage availability will all impact a strategy decision.
 

The procurement cycle is a set of processes that will be put into motion for procurement to happen. Regardless of what product or material is being sourced and procured the main process cycle will remain the same although it may be diversified between different companies. Below is a detailed list of the processes in the procurement cycle in order of activation.
User - Demand, specification, financial approval, purchase request.
Procurement department – purchase request, supply availability, supplier shortlist, quotation request.
Supplier – quotation request, customer checks, check order can be fulfilled, quotation response.
Procurement – Quotation examination, budget reviews, purchase clearance, T&C confirmation, purchase order.
Supplier – purchase order receival, operational activation, shipment, invoice.
Procurement Department – Receipt of shipment, tracking / follow up, receival of goods, transfer of goods to user.
User – receival of goods, inspection, update stock records, use goods.

 

Organisations use a method called ‘supplier rating’ or ‘vender rating’ to gauge the performance of their suppliers to ensure they are meeting targets. These ratings are usually created using a checklist of sorts that highlights high value areas of business that are important to an organisation. These areas of interest usually include things such as lead time and quality of product. The checklist is then marked with a rating for each area which makes it easy to see how a supplier is performing and if they are meeting targets. Should they fail to meet targets it is beneficial for a business to try to work through the problems with a supplier because a strong, long term relationship is more productive for a company rather than switching suppliers often. When setting out a checklist for rating suppliers it would be a good idea to create clear
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