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	. Purchasing is actual act of buying a product from a supplier.  However, each and every supply chain player purchases some sort of material in order to produce (both tangible and intangible) an end product to meet the market needs and hence make a profit.  Hence, purchasing is now a more complex and holistic factor to examine and give a higher degree importance in order to attain a long-term competitive advantage over competition.

Purchasing is a complex field where a particular company after a holistic market research, detailed demand and sales target, purchases the raw materials / or any other form of props to attain an end product.  These products may and may not be directly part of the end product; however they lead to contribute to the end product. 
Hence, purchasing compromises of an in-depth market research where all market players are identified and thoroughly analysis and assessed according to specialization, product quality, transportation swiftness, expertise, location and other factors which contribute to a better holistic product.  A short-listed product may seem to be the most advantageous from one point of view, however when critically analyzed form the various areas of importance, it may tend to be not the best option in order to ascertain the companies goals in line with the marketing and strategic plan.
As we can see, purchasing is a rather complex area where a number of steps and procedures need to be followed.  In its simplest form purchasing starts with a critical market research, quality assessments, discussions, short listing, purchase order issuing, actual purchasing and delivery of product.  
One needs to mention, that purchasing is part of the procurement process.  Purchasing is the tactful buying of a product, while procurement is the process to facilitate the purchasing and swift transactions between the various supply chain players.
II. Procurement is the process of buying products or service from the market.  In an organization, this process is much more complex and carried out by professional personnel who follow precise guidelines, regulations and principles in order to purchase the best possible product at the lowest price possible.  Procurement has several stages which all need to be given adequate importance in order to attain positive results and achieve a long-term competitive advantage, these include:

· Purchasing;

· Consumption Management;

· Vendor Selection;

· Contract Negotiation;

· Contract Management.

Purchasing is the activity of buying a product or service from the market.   The first stage of purchasing is Market Research.  The organization needs to make an in-depth analysis of the product offered on the market and evaluate the all possible options.  Most companies buy the cheapest but technically compliant option out of the selection.  Purchase orders are issued from the purchasing departments to the supplier of a particular product.  There are two types of purchases that a company can buy.  Direct Purchasing is the purchasing of forecasted materials in order to manufacture the end product.  These are predicted purchases that are essential to the overall organization to be efficient.  The other type of purchase covers the maintenance, repair and operational costs (MRO) and other unforeseen circumstance.  
Another attribute that aids purchasing is communication.  Organizations need to have a direct contact with its suppliers in order to have a real-time interaction and assure the best possible transactions with each other.  This will sustain unpredicted and surplus forecasts, along with clarification of issues and other day to day mutual data transaction.
Consumption Management is the monitoring of the purchases made by the organization.  The organizations will prior to manufacturing a particular batch of products will demand a number of items and quantity demanded in order to produce the end product.  The logistics departments collects all demands by the various departments of the organization and processes orders in a strategic way to assure maximum economies of scale method are used and hence reduce excess waste of money.  
The organization will, in various times of the year, normally bi-annually asses its purchases and a critical analytic approach is applied in order to always achieve a better percentage of accuracy and success.  This critical perspective will give a clear picture where purchases were a waste of money, where they need to continue working and researching more the market for better prices and standards.  This report is evaluated and necessary changes are implemented.
An important fact is expenditure.  The Finance Manager along with the Logistics Managers need to work along together in order to purchase the necessary products in a tactful manner without having an sort of waste and by keeping expenses within budget.  Many companies, in order to gain economies of scale methods, tend to supersede their budget and hence automatically step their company in unwanted added stress.  
Vendor Selection is the process where companies undergo a deep and holistic market research prior to purchasing any products.  This research can be either done for the short or long-term perspective.  Small or Large Organizations both need to make a decent profit in return to their capital and work invested, hence this phase is highly important.  A market research is conducted in order to assure the purchase of the best product on the market for the cheapest price possible.  This doesn’t necessarily mean that products are of inferior quality, products need to be of the same quality in order to have a successful selection and be of benefit to the organization.  One important factor is that all products which undergo market search prior to purchase need all to be technically compliant in order to be a sustainable and beneficial.
Vendors need to be further analyzed and investigated prior to the actual purchase.  Priority should be given to professional sellers who have better customer service, fast dispatch and optimal information data flow through their supply chain.  Vendors should be chosen on their fast and swift supply shifting when demand is increased.  
Vendor Selection is not an easy process and many a time trust, loyalty and experience will be needed to be proficient in this phase of procurement.  Once this skill is attained, a major part of the company’s aims can be reached by having a proficient and tactful procurement / purchasing section.
Contract Negotiation is the process where an organization commits itself to a particular company with the supply of certain materials /services.  The company needs to significantly focus on the longer term period and not significantly on the short run. 
Negotiating a contract is the process where mutual understanding is done in writing and signed by both parties.  A contract is beneficial for both entities to forecast future sales and assure a number of guaranteed sales for a period of time.  For any organization contracts are a piece of mind, since the daily purchasing / procurement is decreased, mostly for the supply and servicing of certain products.
Most companies have contracts with IT companies in order to provide IT Equipment such as Laptops, Computers, Scanners, Printers and most importantly servicing and 24/7 customer support.  The equipment is leased and hence the organization won’t need to take into account IT Equipment.  Meaning, reducing the number of hours dedicated in accounting procedures (ledger action, depreciation) and also eliminate the servicing cost of trouble shooting and customer support.
Another example is leasing of transportation fleet.  Organizations are nowadays leasing their staff cars, transportation equipment from specialized companies who offer a holistic service including servicing, insurance, fuel and any aspect related to transport – meaning the organization will have a worry free transportation service.
However everything depends on what the contract specifies.  If a low degree importance is given to contract negotiation, a low degree outcome will most probably be the result.  Any negative aspects which the company keeps flowing along the contact without any proper amendments will result in a negative contract and organization will need to abide by the contract specifics though the specified period.
Contract Management is the maintenance and upkeep of the contract priory negotiated in the negotiation phase.  As specified above, any flaws in the negotiation phase will arise and need to be abided in the contract duration.  Both parties need to abide be the specifics in the contract and any breach could result in contract termination or penalties as specified in the contract.  
Managing a Contract is an importance aspect with also needs to be given upmost importance in order to keep a sustainable process and mutual benefit is guaranteed.   Performance of suppliers needs to constantly be monitored and tabulated.  Performance of supplier always is of the agreed quantity and any imperfections should be reported immediately in order to amend or repair as necessary.
III. A supply chain compromises of various players who each and every one of them has generally one main aim: Increasing Revenue, Hence making a Profit.  Normally, they are individual companies who have nothing to do with each other (internally).  Hence, various parallel operations are being carried out in short period of time; large numbers of orders are made each.  This signifies that the margin for error, the margin for becoming passive is very small.  Fortunately, organizations have developed Procurement.

Procurement is the process where an organization has a firm hold on its internal operations and firm hold on the various supply chain players operations.  This procedure, which is run by the Logistics Department of a particular organization, is a very complex job.  Procurement, as explained in detail above, compromises of:
· Purchasing;

· Consumption Management;

· Vendor Selection;

· Contract Negotiation;

· Contract Management.

All above points are to a very high degree importance within an organization since a company’s initial actions will keep present and have a deep influence in the following procedures.  Errors at procurements stage will lead to serious issues such as a higher end price waste of money, not purchasing the right and adequate material hence end product will not be the most ideal option, poor market research will lead to poor short-listed suppliers.  All these errors are a big no go to any organization who’s targets are to attain a competitive advantage over competitors, who want to increases sales and profits, who wish to invest in technology and expand further, who wish to be leaders in their sector and who wish to expand their area of operandi.  
Hence, procurement is a very important element for each and every organization to invest in.
IV. A qualified supplier is a supplier who gives a holistic service to a buyer.  An organization that purchases any form of product can tactfully distinguish between the various suppliers.  Normally an organization has a short-list of suppliers who are trustworthy, loyal, reliable and able to respond to the needs and demands of its customers.  These suppliers may not be the most financially beneficial, however are the most holistic beneficial in order to sustain operations and sustain a long-term competitive advantage in the market.  

Organizations vary in mentally regarding suppliers.  Some organizations prefer a peace of mind operation where Qualified and Trusted Suppliers are always contracted and hence know exactly the type of product or service offered at a regular price.  Other organizations are more adventurous and don’t rely solely on the trusted suppliers, and are in a constant search for new suppliers.  However, the result, product and holistic service are many a time unknown and hence a pattern result is not achieved in most cases.
Example:  A particular organization named ABC Company is a manufacturing woodwork organization that mass-produces office furniture.  ABC Company, after a holistic market research, has developed a short-list of suppliers of wood;  who are loyal, trust-worthy , offer a quality product and holistic service, make good use of transport and are fast responders to the companies demand, process orders swiftly, have a good real-time contact and flow information in a precise manner.  These have very similar prices, similar service offered.  Hence, ABC Company has a solid and continuous record of purchases from all companies, according to demand and various factors.  New suppliers of the same materials are now on the market, these offer better prices.  ABC Company has two options.  1. Keep relying and purchasing from the short-listed suppliers who has a proven record of quality, trust and holistic approach, or; 2. Purchase from the new suppliers to achieve a completive advantage over competition and attain a better advantageous position to maximize revenue and hence more profit.  ABC Company underwent a holistic market research on the new suppliers and found out that they were located in a more distant area hence the shipping and handling fees were higher than the trusted suppliers.  Moreover, the company has minimum resources and expertise to attain the level of service which ABC Company is used to from the actual suppliers.   Hence, ABC Company has opted to keep its current supplier in order to ascertain its current supply ability without any interruptions, but has however tried the new company and given an small amount of trust and chance to the new company.  If the new company can prove itself to sustain its promises and offer a holistic service, the supplier will be added to the short-list and hence achieve the title of Trusted-Supplier.
V. E-Procurement is online purchasing.  Online purchasing is a revolution which has hit the whole-world and brought with it a new approach to the term purchasing / buying.  Online purchasing has broadened the area of operandi one ones company; it has opened endless horizons to organizations.  One can think of this procedure of a win-win situation where both the buyer and the seller have endless advantages from this type of purchasing.  In fact it’s true, however there are also a number of disadvantages and one needs to weigh both measure and assess whether the end result will be in favor or against.

There are two types of E-Procurement, namely:
· B2B;

· B2C.

B2B means Business to Business procurement.  Online purchasing in this case in made between two organizations, or better two supply chain players who will eventually re-sell the product /move to another supply chain player.
Example:  Samsung Malta adopts a B2B E-Procurement with Samsung Europe.  Online orders are made via internet.  The supply chain is given a more real-time approach since information is now more tactfully passes from one supply chain player to another.
B2C means Business to Consumer.  This type of online purchasing compromises of an end-consumer which can be any individual from an electronic device who purchases directly from the manufacturer, retailer or supplier.
Example:  A typical example of this online purchase is individual purchasing clothes online from www.asos.com.  This type of procurement has revolutionized the whole-world since is more convenient, one can purchased form the commodity of his own home, after working hours, from a larger selection and so on.  The advantageous are endless.
On another note, there are individuals and companies who prefer traditional purchasing and hence don’t use e-procurement.  Reasons being are various, Product is not tangibly viewed and hence quality may vary to a very high degree and hence the end satisfaction result would vary accordingly.  Another point negative point is that e-procurement has lead small to medium companies to go bankrupt, since they were not adopting economies of scale method, and these were automatically eliminated from ones options.
However, on a general point, it has brought along more competition between competitors and made the world one large market, where organizations are competing in a worldwide market area of operandi. Hence, each and every single effort by organizations to be more competitive on the open market will be highly reflected in the demand for the particular product (tangible or intangible) offered on the market.
VI. In the eyes of an organization, Procurement is seen as a strategic tool to attain a number of advantages in order to attain a long-term strategic competitive advantage over competitors, increase revenue and hence Profits.  The main objective and reason why procurement is practiced and continually given a certain degree importance is to be consistent and achieve a better performance; mainly consistency in the supply of materials.

In order to attain a consistency in the supply of materials, the procurement section needs to give particular attention and adequate focus to the below:
· Maintaining a consistent flow of materials in the business.  Constant purchasing in a strategic manner, in order to always have the require materials in hand when an order is present.  It is important to always be ready prior to competitors and achieve a better edge performance by taking and venturing opportunity that the market might arise.

· Have a real-time interaction with suppliers and all other supply chain player, establishing good professional relationships and asses and give a tailored service on a case by case basis to each and every player of the supply chain.  The more information flow among the supply chain players, and the more intense professional relationship organizations have the more flowing and successful the transaction will be.  This would result in a Win-Win situation for all parties involved.

· Short-listing the trusted, loyal and responsible supplier to work with.  This can be practiced with all supply chain players.  The more holistic the supply chain is the more professional and effective the whole operation will be.

· Purchasing department needs to undergo a holistic market strategy and be in continuous real-time talk with all departments of the organization, in order to find the best product for the best price, and assure, though intelligent and critic analysis with the various departments, that product purchased is the actual product demanded in the first place, and if need be changes / amendments will be executed accordingly.  Preaching department need also to fix specific delivery dates (both inwards and outwards of the company) in order to gain the needed trust for all players.

· Purchasing department needs also –though a holistic market research – purchase the best product available on the market with the best and cheapest price.  This doesn’t necessary mean opting for the cheapest option and not is of the desired quality; but the cheapest price while still technically compliant.  

· Find a balance between over stocking and low stock.  A strategic level needs to be adjusted to be both competitive, especially when an increased demand is present and hence supply needs to match demand; while still making good use of economies of scale method in order to attain a long-term competitive advantage and competitive in the area of operandi.

· Swiftness in moving products along the supply chain.  This will gain the need trust by all supply chain players and hence a better position for the organization. 

VII. Each and every organization has a particular way of manufacturing which might not be identical to others.  Organizations invest heavily in market research, in order to specifically know Demand and the various forms and segments to demand.  It is then where, according to conclusion and proposes by the top-managements that manufacturing strategies are designed and tailored according to the product and demand.

Commonly used strategic include:
· Make-to-Plan (MTP) / Make-to-Stock (MTS);

· Make-to-Order (MTO);

· Assemble-to-Order (ATO);

Make-to-Plan (MTP) / Make-to-Stock (MTS) is a manufacturing strategy where organizations primary focus is to take advantage of economies of scale method.  This entails manufacturing in large quantites and sells in large quantities.  When large quantities are manufacturing, raw product is also purchased in large quantities, hence price per item is decreased.  Organizations using this method of production do not merely rely on the actual demand of a particular product but their aim is to product to their fullest supply capacity.  The advantages are many, including: lower price per item, mass production capability, and large orders, specify focus on few items rather than various, etc.  However on the other hand, organizations adopting MTP / MTS need larger storage warehouses to store all the products (both raw and finished products, since supply will be higher than demand.  A large number of stocks are held within the company for longer periods of time when compared to other manufacturing strategies.  
Example:  A Chinese manufacturing company who mass produces cotton polo shirts.  The organization buys the raw material, cotton, in large quantities in order to produce and end product.  The origination only focus is polo shirts hence all manufacturing power is allocated to just one operation.  The only variation is color.  This manufacturing company finishes the product without any labeling of any sort.  The company then sells in mass numbers the finished polo shirts to another supply chain player, where it refines the product by customizing the design including labeling, logo design, garment care instruction, etc.  The Chinese company mass produces the polo shirt since it then distributes to numerous supply chain player all over the world.
Make-to-Order (MTO) is a manufacturing strategy where organizations focus is to supply the exact number of demand in the market.  The organization is not willing to adopt economies of scale method of production in order to achieve a lower price per unit strategy.  This could be due to many reasons:  lack of storage space, lack of resources, lack of technical ability, or not interested in mass produced products.  Many a time companies adopting this type of manufacturing strategy are either small scale organization without the necessary capital to achieve economies of scale, or are a higher end manufacturer who sell to a specific clientele which are willing to pay a higher cost for the product.
Example:  An Italian Sofa Manufacturing company who specialize in prime and high end garments.  Material used is solely Bull Leather.  In its raw material, bull leather is a rare / not-so common material and hence couldn’t be mass-purchased.  Hence, the Italian manufacturing company is not willing to sell their sofa to any men in the street, but solely to a high end niche segment of the upper scale market.  The company will sell the product with a higher price, marketing that each item is not-mass produced like Chinese products but it’s a rare-fashion commodity which only the few can ever afford.
Assemble-to-Order is a manufacturing strategy where companies manufacture after an order is received.  Many a time, this strategy is used in the custom-made operandi where buyer propose a product / idea and the manufacturing company will manufacturing the desired tailor-made product according to the client needs and demands.  This strategy is highly in demand amongst a niche market that prefers a local hand-made product rather than a cheap import which has been mass produced and not given the necessary attention, love and care.  
Example:  A carpenter who manufactures home furniture upon clients requests and own exigencies.  Economies of scale method are not implemented, and hence reflect in the price.  Quality VS Price theory, where ones product satisfaction is more important than price.


	0. Procurement is an important element in any type of organization – Profit or Non-Profit Organization.  In order to attain an efficient and tactful outcome, procurement has been divided in various steps which one could call it a cycle.  The Procurement Cycle, if followed accordingly and given the necessary importance it should, could be highly beneficial any assure to be an effective tool to achieve better holistic performance.

The Procurement Cycle consists of 8 steps, these being:
· A user department- In this primary stage of procurement, any department / personnel within the organization expresses the need of a particular object which needs to be bought.  This request is filed and sent to the procurement section.  The procurement section examines the request and after obtaining specifications of the product, a market research for quotes is enacted.  Once specific figures are quoted, gets adequate clearance for purchase.  A purchase request is file and signed by the financial officer / controller of the department.
· The Procurement – The procurement section verifies and double checks that all paper work is in place, along with the necessary approvals.  Secondly, checks weather the product under review is already in stock within the warehouses, or if a similar product which can do the same job is available.  If no stock is available, it moves to the next step in the cycle.  

· Then, every supplier – Every supplier checks the customers status, as in credit balance and other factors.  Examines the requested products, and offers the best possible options to the organization via an official quote.  This should include all information, including: specification, catalogues, terms and conditions and warranty.

· Then, procurement – The procurement section examines the quotations and evaluates the proposed prices.  Further discussion with the demanding party in enacted in order to assure that the product quoted is in fact the needed product.  After, funding is checked weather is viable or not.  The procurement section will choose the cheapest but technical compliant option.   Prior to actual purchase, discusses any further aspects of the sale and service offered with the shortlisted supplier.  After a positive discussion and double checking that all is correct, a Purchase Order is issued for the product / service under review.

· The Selected Supplier – The supplier receives the purchase order from the company.  Verifies that Purchase order is in line with discussed and agreed conditions.  Organizes all necessary operations to dispatch and deliver the materials as soon as possible to the buying party.  Send a delivery note / invoice with transportation.  This is signed and brought one copy is delivered back to the supplier, the other is for the receiving party.
· The Procurement –   The demanding party acknowledges the receiving of the products via signing the delivery note.  These are stored in the warehouse.  Examines the products and checks weather they are in fact what they demanded and weather they are in new / good condition / agreed condition. Informs the procurement section of the arrival and forward the original copy of the delivery note for further perusal.
· The User Department – The demanding department collects the products from the warehouses.  Double checks all products and paperwork and signs that all is fine and certify correct goods to pass for payment.  Stocks records are updated accordingly.  The products can be used as necessary.  
· The Procurement – Final stage of the procurement cycle.  All goods were inspected, signed and certified correct by the demanding party.  The procurement section double checks that all paperwork is in place.  If all is in place, the actual payment is affected.  


	1. An important aspect within the logistics department is the monitoring of supplier performance.  Organizations strive to always receive the promised performance from the contracted suppliers in each and every purchase / contract.  This tactic will lead to always be precise, accurate and receive the best holistic service each and every time.  

This procedure is called Supplier Rating or Vendor Rating.  The organizations analyses its various shortlisted suppliers and rates them accordingly to the quality service offered.  This service includes a holistic checklist which all together will assess the total outcome and hence rating.  The organization assess that all agreed terms are followed and adhered to by the supplier, focusing on the quality of the products offered, ability to respond in a real-time basis to demand by the organization, transportation quality and time-elapsed; communication between the supply chain; continuous information about the latest trends and marketing tools; improvements to the product; ongoing research and development and other areas which the company must continuously asses.  
Another major factor is price and loyalty.  Price is a game-changing factor which constantly needs to be negotiated in order to assure a competitive advantage along the supply chain, this will affect the price of the finished product and hence the level of demand.   Loyalty is another factor which may be an intangible factor, however important to a very high degree. Loyalty is mutual understanding and trust between two companies.  This trust leads to swifter movements of products which mind assured that they are of the usual high quality and minimum double checking needs to done when they goods arrive the warehouses.  
Although price may be competitive in a particular day or period in time, this does not necessary mean that it’s a non-changing factor, hence constant market research needs to be carried out in order to precisely know what’s on the market and at what price.  Will this new product be more beneficial them the current purchased product?  If yes, will it be holistically more advantageous to change supplier?  Will the new supplier give the same treatment and same level of service as the current supplier?  Will it still offer the same optimum information flow? And same efficient transportation service on time?  These, along with other questions needs to continuously be asked in order to always attain a long-term competitive advantage over the competition.
In some instances, a supplier may decrease his service to a lower degree when compared to previous operations.  The organization needs to instantly contact the supplier and remind them about what the organization is expecting and try to work things out prior to changing supplier.  One needs to keep in mind that new suppliers mean a lengthy term until they are given the necessary trust and achieve the status of loyal towards the organization.  This may be the only option available, however if possible; this should be minimized unless more advantageous to a high degree margin.
The organization could use the decreases service by the supplier as a tactic in order to negotiate better terms and conditions.  New suppliers should be of warning to the current supplier, and hence should be reminded that other suppliers are in play and should always strive to given the same level of performance – both by the product and the service provided – meaning the holistic package.
Documentation of this procedure is vital.  This may be done in various forms which the organization deems most fit.  The most common is given a cost out of ten for the various aspects offered by the supplier; mainly: product, material, transport, communication, technical data, warranty, after sales service, etc.  These vary according to each product. Additionally, any recommendations should be tabulated and moved along to the supplier in order to improve his service. These documents are to a very high degree important to keep a tabulated record of performance and rank tactfully the short-listed suppliers.  
This method could be highly beneficial to the organization; however one may find that not all suppliers are willing to amend their service provided in order to match the expectations of the organization.  This will reflect in their rank and perspective by the organization.  There will be organizations that will give total importance to the organizations perspectives and always strive to improve its service.  These suppliers should be given a higher degree trust and more negotiations can be worked out together in the present and future perspective.
Finally, this assessment is done to assess each and every supplier and their willingness to shift few or many aspects of their operandi to match the organizations targets and achieve the companies trust and loyalty.  The organization will benefit from a tabulated tract record of short-listed suppliers who are striving to given the best holistic service in the market.  This will also serve as eye opener to new and emerging supplier who could be shortlisted or either moved from the back-burner to the top list of suppliers.  Eventually, all efforts are made to always strive to achieve a long-term sustainable competitive advantage over competitors and be leaders in the specific area of operandi / market.  This achievement is intended to be carried out using only the best suppliers who offer the cheapest holistic product however still being technically compliant.
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