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Introduction to purchasing and purchase needs 

MODULE DESCRIPTION : This module covers the establishment, justification and approval of 

procurement requirements to achieve required procurement objectives. It includes defining and 

justifying the need, researching potential impact and risks, and securing organizational support to 

proceed with procurement activity.  

The unit is suitable for any personnel who identify the need for procurement, and would not necessarily apply to 

procurement specialists whose role would typically begin as a result of procurement need being established and 

approved (including approval of appropriation)..  

 

Module units  

UNIT 1.  Introduction to purchasing and purchase needs 

UNIT 2.  Potential procurement impacts and Risks 

UNIT 3.  Organizational support for procurement 

Training Outcomes 

At the end of the module the trainee will be able to: 

 Define and Justify procurement Needs 

 Perform  Potential procurement impact and Risks 

 Secure organizational support for procurement 

Module Learning Instructions:  

1. Read the specific objectives of this Learning Guide.  

2. Follow the instructions described below. 

3. Read the information written in the information Sheets 

4. Accomplish the Self-checks  

5. Perform Operation Sheets 
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Unit one:   Introduction to purchasing and purchase needs 

This learning unit is developed to provide the trainees the necessary information regarding the 

following content coverage and topics: 

1.1.  Overview of procurement need and specification 

1.2. Alternatives to address procurement needs 

1.3. Developing specifications in consultation with Stakeholders  

This unit will also assist you to attain the learning outcomes stated in the cover page. 

Specifically, upon completion of this learning guide, you will be able to: 

 Identify procurement need and specification 

 Prepare format that collect the procurement 

 Develop specifications  

 Write the steps of purchasing process 
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1.1.  Overview of procurement need and specification 

Procurement  

Procurement (or purchasing) is the process for an organization to obtain products or services 

from external parties (market supply) to ensure that production and business activities are 

smoothly carried out. Procurement practices can be divided into two parts : Direct Spend and 

Indirect Spend. 

 Table 1.1 Evolution of Procurement (or purchasing)   

Traditional Orientation Current Thinking 

1. Focus on prices 1. Focus on value 

2. Total cost of ownership 2. Total contribution to ownership 

3. Process-driver sourcing approach 3. Strategic intent–driver 

sourcing approach 

4. Compatibility objectives 4. Differentiation objectives 

5. Involvement in specification 

definition phase 

5. Involvement in strategic 

decisions 

6. Procurement skills 6. Business skills 

7. Sourcing as adversarial zero-sum 

transaction 

7. Sourcing aligned and 

intrinsically linked with 

business stakeholder 

1.1.1 Organizing For Purchasing  

In any purchasing organization, two major problems must first be considered. The first issue: Where 

should the purchasing functions be located in the organization? Second, what level of authority should 

the purchasing function have? Given the evolution of outsourcing, the purchasing function is expected to 

gain more authority in the corporate hierarchy. 

Centralized Versus decentralized Purchasing 

The first issue deals with centralized purchasing of decentralized functions. Centralized purchasing 

involves coordinating all purchasing activities for the entire plant through one central location. That 
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purchasing department is the only place in the firm where requisitions are processed and suppliers are 

selected. In decentralized purchasing, authority and responsibility for supply-related functions are 

dispersed throughout the organization. 

Aadvantages of centralized Purchasing 

In most cases, centralized purchasing results in lower costs because of the availability of purchase quantity 

discounts. If all material uses are coordinated into one major purchase, the supplier will work harder to 

service the buying firm. Large dollar purchase quantities equal buying power. Most manufacturing firms  

spend more than 70% of their total revenue on purchasing materials and component parts. Thus, the 

effectiveness of a centralized organizational design will have a significant impact on profit. As an 

example, consider a firm that has several departments that use similar components; they could actually 

compete against each other for scarce material, resulting in higher prices for each department. 

Centralized purchasing promotes the effective use of purchasing professionals because it allows the supply 

manager more authority and credibility. Each buyer can easily become an expert on associated buys 

(commodities and non commodities). Expertise will be developed when there is a critical mass. GM, Dell, 

Walmart, and IBM all use centralized purchasing and have in-house expertise ranging from engine parts to 

rental cars to office equipment to pharmaceuticals. 

Centralized purchasing enables the buying firm to do a better job of monitoring vari- ous changes 

throughout the industry. Centralized purchasing also lends itself to periodic 

1.reviews of purchasing activities,  

(2) evaluation of suppliers, and  

(3) development of purchasing training programs. In decentralized purchasing operations, these important strategic 

activities may not be accomplished. 

Centralized purchasing is preferred from the suppliers’ point of view. The selling firm can easily 

determine whom to call on. This will improve efficiency for both parties. 

According to a recent Center for Advanced Procurement and Supply (CAPS) study, 59% of the 

firms used a combination centralized–decentralized structure, and 28% used central- ized 

purchasing. Only 13% of the firms responding used decentralized purchasing. 
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Disadvantages of centralized Purchasing 

There are several arguments against centralization. Most of the resistance is from companies 

where there are decentralized profit centers. The following three main arguments are given: 

a)High engineering involvement in procurement decision-making. At the early stages of product 

development, engineering needs to be deeply involved with the design, which can be different 

with remotely located centralized purchasing. 

b) High need to coordinate purchased parts with production schedules. This is 

especially applicable when small amounts are ordered frequently. The supplying firm must 

be within close geographical proximity or guarantee JIT deliveries. It may not be cost-

effective to have centralized purchasing operations in some JIT situations. 

c) High need to buy from local community. Sometimes it makes good political sense for firms to 

make purchases in the community where the plant is located. 

Because of the profit-leveraging effect, profit center managers feel the need to control 

purchasing if they are to be held accountable for profits. 

Advantages of decentralized Purchasing  

Decentralized purchasing provides for a more streamlined procedure since the depart- ment 

manager’s purchasing needs and thus decisions can be made immediately. As an exam- ple, if a 

manager needs to purchase 10 laptops for the business unit, the unit manager can easily make 

the purchase online or from a local computer store. 

Disadvantages of decentralized Purchasing 

The disadvantages of decentralized purchasing are duplication of effort in buying, receiv- ing, 

inspection, and accounts payable. Decentralized purchasing also prevents the buying 

organization from taking advantage of volume discounts. 
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1.1.1 Centralized/decentralized hybrid Purchasing systems  

Some organizations adopt a hybrid system that combines both centralized and decentral- ized purchasing. 

They use centralized purchasing for larger organization-wide contracts, but give individual business units 

autonomy to make small purchases for their departments or subsidiaries. 

TABLE 1.2 

The Degree of Centralization Impacts on Purchasing Success 

 Decentralized 

Purchasing 

System 

Hybrid 

Purchasing 

System 

Centralized 

Purchasing System 

Advantages Business 

responsiveness 

Business responsive, 

increased leverage, 

some processes 

Increased cost savings, 

enhanced talent 

management, consistent 

processes 

Disadvantages Loss of leverage, 

lack of consistent 

sourcing process 

Priority given to 

business 

requirements, control 

and coordinate 

activities 

Significant focus on cost 

savings, less focus on 

business requirements 

Example organization Heavy highway 

construction 

Universities Major retailer, automotive 

manufacturers, and technology 

 

 

1.1.2 Important of procurement 
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Specification writing is an important and underrated skill. A supplier shouldn’t need to make 

assumptions – a good specification must include all the right information to enable them to cost up 

goods or services accurately so a customer can compare bids on a like for like basis. Your specification 

mustn’t mislead suppliers or give them false expectations. Mistakes with specifications can result in 

poor service and a waste of organizational money. You might even breach procurement rules and face 

legal challenges. 

Steps in the purchasing process 

Below are the steps of a typical purchasing process: 

1. Identify the need 

The purchasing process begins when the business recognizes that they have a need for a product, tool or 

service that will enhance their operations. Team members can help identify needs as they complete their 

daily work by notifying their supervisors of any challenges they encounter. Once the organization 

identifies a need, they can begin the purchasing process. 

2. Specify the requirement 

During this stage, leaders investigate the need further and come up with a plan for exactly what they 

require. For example, a frequent shortage of printer paper becomes the need for weekly deliveries of 500 

sheets of inkjet printer paper to ensure a continuous supply. 

3. Find and choose a supplier 

Find potential suppliers who can provide the specific product or service you want to purchase. You can 

conduct your own research online or contact those in your professional network to ask for 

recommendations. If shipping costs are a factor in your purchase, look for businesses in your local area. 

During this stage, it is a good idea to consider several suppliers and compare them against one another. 

When necessary, contact the supplier and request a quote or proposal from them. As you are considering 

suppliers, consider factors such as cost, reliability and delivery time. 

4. Negotiate costs 

In many situations, it is possible to negotiate costs with a supplier, especially when placing high-priced 

orders or orders you expect to recur regularly. Contact the supplier you are considering and ask if they 
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are open to negotiating the price. Suppliers may negotiate if it means they can secure a large or long-term 

contract for their business. 

5. Get order approval 

Before your business can initiate the transaction, you may need to get approval for the order. This could 

include working with upper management and the accounting department to ensure there are enough 

available funds within the budget for the purchase. In some scenarios, the business may also need to 

establish a line of credit with the supplier. If you haven't already, explain to management why this 

purchase is necessary and how you achieved a reasonable price from the supplier. 

6. Place the order 

Once both sides agree to the transaction, you can formally place the order. Have both sides agree to the 

specific details, such as price, delivery times, fees and installations. Get everything in writing and have 

representatives from both organizations sign it. Then keep a copy of this agreement in your files for 

future reference. 

7. Receive and approve the order 

When the order arrives, check for any issues with the product or anything the supplier failed to deliver 

on. Timeliness is key because if there are any problems, the supplier should address them before you 

release the rest of the payment. 

8. Review supplier performance 

Whether you work with a supplier on a onetime transaction or set up recurring transactions, make it a 

regular practice to review your suppliers' deliveries for quality and timeliness. A record of these reviews 

can help you identify and track any issues that might arise later in your contract. Continue relationships 

with suppliers who continue to meet your business' needs. 

1.1.3 Ethics in Procurement Management 

Ethics in procurement management is important, particularly because of your relationship with suppliers 

and vendors, typically to finish a job or a project. There can be many ethical issues in procurement 

management that arise, but one of them is always dealing with your vendors and suppliers fairly and 

honestly, and never giving one preference over the other or treating them in a biased fashion.  
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As the procurement manager, you may be able to purchase and install procurement software that can 

help you organize tasks more efficiently so that the bidding process, as well as other procurement 

processes, are more streamlined, transparent, and fair.  

1.1.4 Unethical Situations in Procurement 

If you’re trying to work on great procurement supplier relationship management, you may want to pull 

out all the stops to ensure that the relationship stays positive. However, situations may develop that can 

be uncomfortable and even unethical. Some examples of what you shouldn’t do when it comes to ethics 

in procurement management include: 

Accepting gifts from a supplier. Even if it’s around the holidays, you shouldn’t accept gifts from a 

supplier. It should always be a completely professional relationship. 

Having a conflict of interest. If you or a close family member or friend has something to gain from 

using that particular supplier, then that is a conflict of interest.  

Sharing confidential information. Never share information with a supplier that they should not have 

access to.  

Treating suppliers differently. Your suppliers should always be treated the same.  

1.1.5 Specification 

In a procurement context, a specification can be defined as a ‘statement of needs or requirements’. It 

provides a detailed description of the goods or services a supplier is expected to supply during the 

lifetime of the contract. It is also a record against which suppliers can be measured and is legally 

binding.  

It should encourage fair and open competition within the marketplace and help suppliers make informed 

decisions on whether to bid.  

IImmppoorrttaannccee  ooff  SSppeecciiffiiccaattiioonnss  

https://www.ecsourcinggroup.com/planning-and-sourcing-challenges-for-chief-procurement-officers-in-contract-management
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SSppeecciiffiiccaattiioonnss  aarree  vveerryy  iimmppoorrttaanntt  bbeeccaauussee  tthhee  ccoosstt  ooff  mmaatteerriiaallss  cclleeaarrllyy  ddiiccttaatteess  tthhaatt  tthheeiirr  sseelleeccttiioonn  iiss  aann  

iimmppoorrttaanntt  ccoonnssiiddeerraattiioonn  dduurriinngg  pprroodduucctt  ddeessiiggnn..  TThhee  iimmppoorrttaanntt  cchhaarraacctteerriissttiiccss  ooff  aa  pprroodduucctt  aarree  ssppeecciiffiieedd  

wwhheenn  iitt  iiss  ddeessiiggnneedd,,  pprriioorr  ttoo  iittss  mmaannuuffaaccttuurree..  TThheessee  cchhaarraacctteerriissttiiccss  aarree  ccaalllleedd  tthhee  ddeessiiggnn  ssppeecciiffiiccaattiioonn..  

AAfftteerr  tthhee  pprroodduucctt  hhaass  bbeeeenn  pprroodduucceedd,,  wwee  ccaann  oobbsseerrvvee  tthhee  eexxtteenntt  ttoo  wwhhiicchh  iitt  ccoonnffoorrmmss  ttoo  oorr  ddeevviiaatteess  ffrroomm  

tthhee  ddeessiiggnn  ssppeecciiffiiccaattiioonnss..  TThhee  ccoossttss  ooff  mmaannyy  mmaatteerriiaallss  aarree  iiddeennttiiffiieedd  tthhrroouugghh  ssppeecciiffiiccaattiioonn  dduurriinngg  tthhee  

ddeessiiggnn  ssttaaggee..  TThhiiss  iiss  tthhee  ffiirrsstt  aanndd  ssoommeettiimmeess  tthhee  oonnllyy  ppooiinntt  aatt  nnuummeerroouuss  ccoossttss  ccaann  bbee  rreedduucceedd  aanndd  

ccoonnttrroolllleedd..    

IItt  iiss  aatt  tthhee  ttiimmee  ooff  oorriiggiinnaall  ddeessiiggnn  tthhaatt  tthhee  ggrreeaatteesstt  ccoosstt  ssaavviinngg  oobbttaaiinneedd  ffrroomm  bbootthh  ssppeecciiffiiccaattiioonn  aanndd  

ssttaannddaarrddiizzaattiioonn..  

SSiinnccee  ssppeecciiffiiccaattiioonnss  aarree  iimmppoorrttaanntt,,  tthhee  aaccttiivviittyy  ooff  eennggiinneeeerriinngg,,  ooppeerraattiioonnss,,  ppuurrcchhaassiinngg  aanndd  qquuaalliittyy  

ooppttiimmuumm  ssppeecciiffiiccaattiioonnss  mmaaiinnllyy  iinnfflluueennccee  tthhee  ccoonnttrriibbuuttiioonn  mmaaddee  bbyy  tthheessee  eennttiirree  ddeeppaarrttmmeenntt  ttoo  tthhee  ffiirrmm’’ss  

ssuucccceessss..  AA  ggoooodd  ssppeecciiffiiccaattiioonn  iiss  ttoo  ssaattiissffyy  tthhee  pprrooccuurreemmeenntt  ccoonnssiiddeerraattiioonn  ooff  cclleeaarr,,  ccoonncciissee,,  aanndd  aann  

uunnaammbbiigguuoouuss  ccoommmmuunniiccaattiioonn..    

  IItt  iiss  ccoommmmoonn  ffoorr  tthheessee  ccoonnssiiddeerraattiioonnss  PPrreeppaarriinngg  ssppeecciiffiiccaattiioonn  ffoorr  aa  pprroodduucctt  iinnvvoollvveess  ffoouurr  mmaajjoorr  

ccoonnssiiddeerraattiioonnss::  

  DDeessiiggnn  ccoonnssiiddeerraattiioonnss  ooff  ffuunnccttiioonn  

  MMaannuuffaaccttuurriinngg  ccoonnssiiddeerraattiioonn  ooff  eeccoonnoommiiccaall  pprroodduuccttiioonn  

  PPrrooccuurreemmeenntt  ccoonnssiiddeerraattiioonn  ooff  mmaarrkkeettss,,  mmaatteerriiaallss  aavvaaiillaabbiilliittyy,,  ssuupppplliieerr  ccaappaabbiilliittyy  aanndd  ccoosstt..  

  MMaarrkkeettiinngg  ccoonnssiiddeerraattiioonnss  ooff  ccoonnssuummeerr  aacccceeppttaannccee  

ttoo  ccoonnfflliicctt  wwiitthh  oonnee  aannootthheerr..  BBuutt  ttoopp  mmaannaaggeemmeenntt  mmuusstt  pprroovviiddee  tthhee  eennccoouurraaggeemmeenntt  aanndd  ddiirreeccttiioonn  tthhaatt  

wwiillll  mmoottiivvaattee  aallll  ddeeppaarrttmmeennttss  ttoo  ccooooppeerraattee  aanndd  sseeeekk  aa  ccoommppaannyy  ssoolluuttiioonn,,  rraatthheerr  tthhaann  ddeeppaarrttmmeennttaall  

ssoolluuttiioonnss..    
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WWhheenn  ssppeecciiffiiccaattiioonnss  ccoonnfflliicctt  aarriisseess,,  ffiinnaall  aauutthhoorriittyy  ffoorr  tthhee  ddeecciissiioonn  sshhoouulldd  rreesstt  wwiitthh  tthhee  ddeeppaarrttmmeennttss  

hhaavviinngg  rreessppoonnssiibbiilliittyy  ffoorr  tthhee  pprroodduucctt’’ss  ppeerrffoorrmmaannccee..  TThhiiss  iiss  uussuuaallllyy  tthhee  ddeessiiggnn--eennggiinneeeerriinngg  ddeeppaarrttmmeenntt..  

HHoowweevveerr  tthhiiss  iiss  nnoott  aa  jjuussttiiffiiaabbllee  rreeaassoonn  ffoorr  eennggiinneeeerriinngg  uunnnneecceessssaarriillyy  ttoo  ssuubboorrddiinnaattee  tthhee  ddeessiiggnn  

ccoonnssiiddeerraattiioonnss  ooff  mmaannuuffaaccttuurriinngg,,  pprrooccuurreemmeenntt,,  qquuaalliittyy  aanndd  mmaarrkkeettiinngg..  FFrroomm  aa  ccoommppaannyy  vviieewwppooiinntt,,  tthhee  

rriigghhtt  ssppeecciiffiiccaattiioonnss  aarree  tthhoossee  tthhaatt  bblleenndd  tthhee  rreeqquuiirreemmeennttss  ooff  aallll  ddeeppaarrttmmeennttss  oonnllyy..  SSuucchh  ssppeecciiffiiccaattiioonnss  

ccaann  ssaattiissffyy  tthhee  ggooaallss  ooff  ttoopp  mmaannaaggeemmeenntt  ii..ee..  iinnccrreeaasseedd  ssaalleess,,  ddeeccrreeaasseedd  ccoossttss  aanndd  tthhee  aaddddeedd  ccoorrppoorraattee  

sseeccuurriittyy  wwhhiicchh  ccoommeess  wwiitthh  aann  iinnccrreeaassiinngg  ssttrroonngg  ccoommppeettiittiivvee  ppoossiittiioonnss..  

TToo  ddeevveelloopp  ssppeecciiffiiccaattiioonnss  tthhaatt  pprrooppeerrllyy  bbeeccoommee  pprroodduucctt  qquuaalliittyy  cchhaarraacctteerriissttiiccss  aanndd  pprroodduucctt  ccoosstt,,  

mmaannaaggeemmeenntt  mmuusstt  ccoooorrddiinnaattee  tthhee  ffiirrmm’’ss  tteecchhnniiccaall  aanndd  bbuussiinneessss  sskkiillllss..  FFoouurr  aapppprrooaacchheess  ccaann  bbee  uusseedd..  

  eeaarrllyy  ppuurrcchhaassiinngg  aanndd  ssuupppplliieerr  iinnvvoollvveemmeenntt    

  tthhee  ffoorrmmaall  ccoommmmiitttteeee  aapppprrooaacchh  

  tthhee  iinnffoorrmmaall  aapppprrooaacchh    

  tthhee  ppuurrcchhaassiinngg  ccoooorrddiinnaattoorr  aapppprrooaacchh  

  

EEaarrllyy  ppuurrcchhaassiinngg  aanndd  ssuupppplliieerrss  iinnvvoollvveemmeenntt    

DDuurriinngg  tthhee  eeaarrllyy  ssttaaggeess  ooff  nneeww  pprroodduucctt  ddeevveellooppmmeenntt,,  mmoorree  aanndd  mmoorree,,  pprrooggrreessssiivvee  ffiirrmmss  iinnvvoollvvee  

ppuurrcchhaassiinngg  aanndd  ppootteennttiiaall  ssuupppplliieerrss..  SSuucchh  eeaarrllyy  iinnvvoollvveemmeenntt  ooppttiimmiizzeess  tthhee  ddeevveellooppmmeenntt  ooff  ssppeecciiffiiccaattiioonnss  

ssiinnccee  tthhee  tteecchhnniiccaall  aanndd  ccoommmmeerrcciiaall  iissssuueess  aarree  aaddddrreesssseedd  aatt  aa  ppooiinntt  wwhheerree  tthheerree  iiss  mmaaxxiimmuumm  oobbjjeeccttiivviittyy  

aanndd  fflleexxiibbiilliittyy..  TThhiiss  ccaann  iimmpprroovvee  pprroodduucctt  qquuaalliittyy  aanndd  rreelliiaabbiilliittyy,,  wwhhiillee  ccoommpprreessssiinngg  ddeevveellooppmmeenntt  ttiimmee  

aanndd  rreedduucciinngg  ttoottaall  mmaatteerriiaall  ccoosstt..    

AAss  mmoorree  aanndd  mmoorree  ffiirrmmss  eemmbbrraaccee  tthhee  uussee  ooff  ccrroossss  ffuunnccttiioonnaall  tteeaammss  iinn  tthhee  ddeevveellooppmmeenntt  ooff  nneeww  pprroodduuccttss,,  

eeaarrllyy  ppuurrcchhaassiinngg  aanndd  ssuupppplliieerr  iinnvvoollvveemmeenntt  bbeeccoommeess  aann  iinnhheerreenntt  ccoommppoonneenntt  ooff  tthhee  pprroocceessss  tthhaatt  

ccuullmmiinnaatteess  iinn  tthhee  ddeevveellooppmmeenntt  ooff  ssppeecciiffiiccaattiioonnss..  PPrrooggrreessssiivvee  ffiirrmmss  ffiinndd  tthhaatt  tthhiiss  aapppprrooaacchh  iiss  aann  

iimmppoorrttaanntt  eelleemmeenntt  iinn  tthheeiirr  qquueesstt  aatt  rreeaalliissttiicc  ccoossttss..  

  

TThhee  ffoorrmmaall  ccoommmmiitttteeee  aapppprrooaacchh  
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TThhiiss  aapppprrooaacchh  rreeccooggnniizzeess  tthhaatt  aa  ggoooodd  ssppeecciiffiiccaattiioonn  iiss  aa  ccoommpprroommiissee  ooff  bbaassiicc  oobbjjeeccttiivveess..  AA  ssppeecciiffiiccaattiioonnss  

rreevviieeww  ccoommmmiitttteeee  iiss  eessttaabblliisshheedd,,  wwiitthh  rreepprreesseennttaattiivveess  ffrroomm  ddeessiiggnn  eennggiinneeeerriinngg,,  pprroodduuccttiioonn  eennggiinneeeerriinngg,,  

ppuurrcchhaassiinngg  mmaarrkkeettiinngg,,  ooppeerraattiioonnss,,  qquuaalliittyy  aanndd  ssttaannddaarrddss..  WWhheenn  aa  nneeww  pprroodduucctt  ddeessiiggnn  iiss  pprrooppoosseedd,,  aallll  

mmeemmbbeerrss  ooff  tthhee  ccoommmmiitttteeee  rreecceeiivvee  ccooppiieess  ooff  aallll  ddrraawwiinnggss,,  bbiillllss  ooff  mmaatteerriiaall  aanndd  ssppeecciiffiiccaattiioonnss..  NNoo  ddeessiiggnn  

bbeeccoommeess  ffiinndd  uunnttiill  iitt  iiss  aapppprroovveedd  bbyy  tthhee  ccoommmmiitttteeee..  

  TThhee  iinnffoorrmmaall  aapppprrooaacchh  

TThhiiss  mmeetthhoodd  eemmpphhaassiizzeess  tthhee  ccoonncceepptt  ooff  aa  bbuuyyeerrss  rreessppoonnssiibbiilliittyy  ttoo  ““cchhaalllleennggee””  mmaatteerriiaallss  rreeqquueessttss..  AAtt  tthhee  

ssaammee  ttiimmee,,  ttoopp  mmaannaaggeemmeenntt  uurrggeess  ddeessiiggnneerrss  ttoo  rreeqquueesstt  aaddvviiccee  ffrroomm  bbuuyyeerrss  aanndd  wwoorrkk  wwiitthh  tthheemm  oonn  aallll  

iitteemmss  tthhaatt  mmaayy  iinnvvoollvvee  ccoommmmeerrcciiaall  ccoonnssiiddeerraattiioonnss..  EEmmpphhaassiiss  aatt  aallll  ttiimmeess  iiss  ppllaacceedd  oonn  ppeerrssoonn  ttoo  ppeerrssoonn  

ccoommmmuunniiccaattiioonn  aanndd  ooccccuuppaattiioonn  bbeettwweeeenn  iinnddiivviidduuaall  bbuuyyeerrss  aanndd  ddeessiiggnneerrss..  UUssiinngg  tthhiiss  aapppprrooaacchh,,  aa  

ccoommppaannyy  oorriieenntteedd,,  ccoosstt--ccoonnsscciioouuss  aattttiittuuddee  iiss  ddeevveellooppeedd  aatt  tthhee  lloowweerr  lleevveell  tthhrroouugghh  oouutt  tthhee  oorrggaanniizzaattiioonn..  

TThhee  ppuurrcchhaassiinngg  ccoooorrddiinnaattoorr  aapppprrooaacchh  

OOnnee  oorr  mmoorree  ppoossiittiioonnss  aarree  ccrreeaatteedd  iinn  tthhee  ppuurrcchhaassiinngg  ddeeppaarrttmmeenntt  ffoorr  iinnddiivviidduuaallss,,  ffrreeqquueennttllyy  ccaalllleedd  

mmaatteerriiaall  eennggiinneeeerrss,,  ttoo  sseerrvvee  iinn  aa  lliiaaiissoonn  ccaappaacciittyy  wwiitthh  tthhee  ddeessiiggnn  ddeeppaarrttmmeenntt..  TTyyppiiccaallllyy,,  tthhee  mmaatteerriiaallss  

eennggiinneeeerrss  ssppeennddss  mmoosstt  ooff  hhiiss  oorr  hheerr  ttiimmee  iinn  tthhee  eennggiinneeeerriinngg  ddeeppaarrttmmeenntt  rreevviieewwiinngg  ddeessiiggnn  wwoorrkk  aass  iitt  

ccoommeess  ooffff  tthhee  ddrraawwiinngg  bbooaarrddss..  

TTyyppeess  ooff  ssppeecciiffiiccaattiioonnss  

TThheerree  aarree  ddiiffffeerreenntt  ttyyppeess  ooff  ssppeecciiffiiccaattiioonnss  

aa..  CChheemmiiccaall  ssppeecciiffiiccaattiioonnss..  EExxppllaaiinn  tthhee  nnaattuurree  ooff  mmaatteerriiaall  aanndd  hhooww  iitt  rreeaaccttss  iinn  rreellaattiioonn  ttoo  aannootthheerr  

mmaatteerriiaallss  aanndd  eennvviirroonnmmeenntt..  

bb..  PPhhyyssiiccaall  ssppeecciiffiiccaattiioonn..  EExxppllaaiinn  tthhee  ssiizzee  aanndd  ddiimmeennssiioonn  ooff  tthhee  mmaatteerriiaallss  ssuucchh  aass  lleennggtthh,,  wweeiigghhtt,,  

tthhiicckknneessss  eettcc..    

cc..  MMaatteerriiaall  ssppeecciiffiiccaattiioonn.. EExxppllaaiinn  ffrroomm  wwhhaatt  mmaatteerriiaallss  tthhee  pprroodduucctt  iiss  mmaaddee  ssuucchh  aass  wwoooodd,,  ppllaassttiicc,,  

sstteeeell  eettcc..  
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dd..  MMeetthhoodd  ssppeecciiffiiccaattiioonn.. IItt  eexxppllaaiinnss  tthhee  mmeetthhoodd  uusseedd  ttoo  iinn  mmaakkiinngg  aa  pprroodduucctt  ii..ee..  mmaannuuaall,,  

mmeecchhaanniiccaall  eettcc..  

ee..  BBlluuee  pprriinnttss.. TThheessee  aarree  ssppeecciiaall  ttyyppeess  ooff  ssppeecciiffiiccaattiioonnss  uusseedd  ffoorr  ccoonnssttiittuuttiioonn..  BBlluuee  pprriinnttss  aarree  

uussuuaallllyy  ddiiaaggrraammss  aanndd  iilllluussttrraattiinngg  ooff  bbuuiillddiinngg  aanndd  ootthheerr  ccoonnssttrruuccttiioonn  iitteemmss..    

Types of specifications  

There are two main types of specification – the input and the output specification. 

Before you start, be clear on which one you are writing. 

 Input specifications 

An input specification sets out exactly what is required.  

Typically, the solution required by the contract is set out in full and no (or little) further development is needed. 

This type of specification gives a clear and rigid framework within which the supplier’s performance can be 

monitored. However, the lack of flexibility means that there is little or no incentive for the supplier to innovate or 

improve service delivery.  

Over-specifying can also add cost to the product or service – make sure that the ‘gold-plated’ option is what you 

really need. 

 Output specifications 

Output specifications define only the outcomes (or outputs) that are required by the contract, that is, what the 

supplier is expected to deliver. Output specifications can offer suppliers greater flexibility for developing 

innovative solutions. Remember that you do still need to include the relevant standards or legislation, for example 

health and safety requirements that will apply to the goods or services you are procuring. 

1.1.6  Procurement need specification 

Ten methods of procurement need specification for business purposes are discussed here: by brand, by 

brand equivalence, by market grades, by sample,  by  commercial  standards,  by  performance,  by  

engineering  drawing,  by  physical  design,  by material and method of manufacture, and by a 

combination of any of the afore-mentioned methods.     

Specification by brand. The brand is the quality ordered. The higher prices paid for branded products 

are often offset by less preparation for need specification and lower inspection costs. Brand buying is 

used when:  
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 the supplier's production is secret;  

 the item is covered by a patent;  

 a supplier’s workmanship exceeds that of all competitors;  

 the quantity  of items  procured is so  small that  this  renders the formulation  of specifications  

 unduly costly; or   

 the downstream customers/end users have strong preferences in favour of certain branded items,  

 Which cannot be swayed when conforming to their requirements.  

Specification by brand equivalence. Many types of branded products sell at price premiums, such as  

certain chemicals (e.g. antiseptics, cleaning compounds, medicines, ointments) and certain vehicle spare  

Parts.  For these products,  a  generic  alternative  may  be  preferable.  When these products perform  

Effectively, substantial savings may be  realized.  Medical-aid  schemes  often  make  it  mandatory  for 

members  to  make  use  of  approved  equivalents  as  opposed  to  more  expensive  prescribed  medical 

remedies.  

Specification by market grades. Need specification on the basis of market grades is confined mainly to  

Organic raw materials, i.e. the primary products of agriculture, fishing and forestry. Market grading is a  

Method of determining the quality of these natural products in unison with defined and generally 

accepted standards. Inspection to verify desired quality is  vital if  procurers  are to  obtain raw materials  

of the characteristics needed to produce a market-ready product of consistent quality.  

Specification by sample. Need specification by sample is the submission of a sample of the needed 

item; however, this manner of need description is favored only if other methods of need specification are 

not feasible. Features for which feasible alternative need descriptions often do not exist are (a) colour 

and texture; (b) printed matter; and (c) appreciation through sense perception.  

Specification by commercial standards. A commercial standard is a comprehensive description of an  

Item   that has  been standardized. The description covers   aspects like  quality  of materials/ingredients,  

Workmanship   required  in  manufacture,  dimensions,  constituent  parts/ingredients,  tolerances  and  

Containment/packaging required. Recurring needs for the same products have led industry and 

authorities to develop standards for such products. Components such as nuts, bolts, screws, nails, pipes, 

wire, cables, fishing line,  electrical  items  and  building  components  (e.g.  door  and  window  frames)  
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that  are manufactured to standard specifications can be expected to fit all standard applications 

regardless of the manufacturer. Material ordered according to standard specifications leaves no doubt on 

the part of either the procurer or the supplier as to what is needed.
 
 

Specification by performance. Performance specification is both application  and output  oriented. The 

procurement need is specified in terms of the functionality required of the item, i.e. what it is required to 

achieve. No mention is made of any design specifications, leaving the supplier with the initiative on how 

to provide the most effective product. Manufacturers of electronic ware, aircraft,  sailing vessels, road 

vehicles,  mechanical  handling  equipment  and  machine  tools  frequently  use  this  method  of  need 

specification. There are potentially two primary advantages obtainable through specifying the  required 

quality of output: firstly, ease of formulating desired performance; and secondly, assurance of obtaining 

this  performance.  Supplier  compliance  under  this  specification  is  a  prerequisite  for  the  procurer  

to manufacture a product whose functionality testifies to its high level of technological advancement.  

Specification   by  engineering  drawing.  Specification  by  engineering  drawing  particularly  applies  

to construction  projects,  machine  and  job  shop  work,  mechanical  components,  electric  and  

electronic Corporate Board: assemblies,  forgings,  castings  and  stampings. Engineering  drawings  are  

often  supplemented  by  descriptive text to simplify completion of the required product. Specifying by 

engineering drawing is the appropriate and most accurate method to describe those subsystems, 

components and items that require a high level of manufacturing precision.  

There are four main benefits of specifying by engineering drawing:  

 It is both accurate and precise.  

 It is the most practical method to specify items that require extremely high tolerances.  

 It is amenable to open competition among competent suppliers.  

 It establishes definite standards for inspection.  

Specification by physical design. Several items and materials required in manufacture are not covered 

by brands or standard specifications, and procurers prepare their own specifications for these. By 

developing their own specifications, procurers can avoid the price premiums of branded products, and 

infringement of patented, copyrighted and proprietary products. This, however, entails risk, therefore 
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items or materials procured under this method of need specification normally require special inspection, 

the cost of which can be high. The method provides definitions of the properties of the materials (the 

'recipe’s ingredients') that the procurer desires. This method endeavours to state in measurable terms the 

properties critical for desired use at minimum cost and in line with desired quality. This method of need 

specification is the opposite of specification by performance. The procurer provides exact chemical, 

electronic, dimensional or other physical specifications of the product it requires, and assumes full 

responsibility for the product’s performance.  

Material and method of manufacture.  Under this method  of  specification,  both the material and the 

method of manufacture (i.e. the complete recipe) are prescribed to potential suppliers. In business this 

method is used when special needs exist and the procurer is willing to accept responsibility for results. 

Specifications under this method are costly to prepare, and the ensuing costs of inspection are generally 

higher than those incurred by other methods of need specification. Consequently relatively little use is 

made of this form of need specification. It is, however, utilized by large resellers of paint, large retail 

chains that sell so-called 'no-name brand' products, and large resellers of 'generic' medication and 

remedies. 

 Combination of  methods  of need  specification. Businesses  often  use a  combination  of  the 

methods described above to specify a need, simply because some needs cannot be sufficiently described 

by one method  alone.  A  growing  number  of  finished  products  require  more  than  one  method  of  

need specification. For example, curtain manufacture may require  specification by commercial  

standards to describe the cloth, its density and the fire resistance required; specification by physical 

design to prescribe the length  and width of the  drops, and whether they should be lined  or unlined; and  

specification by sample to demonstrate the shade of colour desired 

1.1.5 WWrriittiinngg  ssppeecciiffiiccaattiioonnss  

AAfftteerr  tthhee  ddeessiiggnn  ooff  aa  pprroodduucctt  ddeetteerrmmiinneedd,,  tthhee  nneexxtt  sstteepp  iiss  ttoo  ttrraannssllaattee  tthhee  iinnddiivviidduuaall  ppaarrtt  aanndd  mmaatteerriiaallss  

ssppeecciiffiiccaattiioonnss  iinnttoo  wwrriitttteenn  ffoorrmm..  TThhee  nneeeedd  ffoorr  ccllaarriittyy  aanndd  pprreecciissiioonn  ooff  eexxpprreessssiioonn  iiss  iimmppoorrttaanntt  iinn  aallll  

bbuussiinneessss  ccoommmmuunniiccaattiioonnss..  

  



    
 

 

Page 22 of 49 

 

Author/Copyright  

Ministry of Labor and Skills 

 

Module title 

Establishment of 

Purchase need 

Training module Version -1 

November, 2022 

 
 

 

TToo  mmeeeett  tthhee  nneeeeddss  ooff  aallll  ddeeppaarrttmmeennttss,,  ssppeecciiffiiccaattiioonn  mmuusstt  ssaattiissffyy  mmaannyy  rreeqquuiirreemmeennttss..    

  

  DDeessiiggnn  aanndd  mmaarrkkeettiinngg  rreeqquuiirreemmeennttss  ffoorr  ffuunnccttiioonnaall  cchhaarraacctteerriissttiiccss,,  cchheemmiiccaall  pprrooppeerrttiieess,,  

ddiimmeennssiioonnss,,  aappppeeaarraannccee  eettcc..  

  MMaannuuffaaccttuurriinngg  rreeqquuiirreemmeennttss  ffoorr  wwoorrkkaabbiilliittyy  ooff  mmaatteerriiaallss  aanndd  pprroodduuccaabbiilliittyy    

  IInnssppeeccttiioonn’’ss  rreeqquuiirreemmeennttss  ttoo  tteesstt  mmaatteerriiaallss  ffoorr  ccoommpplliiaannccee  wwiitthh  tthhee  ssppeecciiffiiccaattiioonnss..  

  SSttoorreess  rreeqquuiirreemmeenntt  ttoo  rreecceeiivvee,,  ssttoorreess,,  aanndd  iissssuuee  tthhee  mmaatteerriiaall  eeccoonnoommiiccaallllyy..  

  PPuurrcchhaassiinngg  aanndd  ssuuppppllyy  mmaannaaggeemmeenntt’’ss  rreeqquuiirreemmeenntt  ttoo  pprrooccuurree  mmaatteerriiaall  wwiitthhoouutt  ddiiffffiiccuullttyy  aanndd  

wwiitthh  aaddeeqquuaattee  ccoommppeettiittiioonn  ffrroomm  rreelliiaabbllee  ssoouurrcceess  ooff  ssuuppppllyy  

  PPrroodduuccttiioonn  ccoonnttrroollss  aanndd  ppuurrcchhaassiinngg  rreeqquuiirreemmeenntt  ttoo  ssuubbssttiittuuttee  mmaatteerriiaall  wwhheenn  ssuucchh  aaccttiioonn  bbeeccoommee  

nneecceessssaarryy..  

  TToottaall  ffiirrmm’’ss  rreeqquuiirreemmeenntt  ffoorr  ssuuiittaabbllee  qquuaalliittyy  aatt  tthhee  lloowweesstt  oovveerr  aallll  ccoosstt..  

FFuunnccttiioonn  aanndd  ffiitt  ssppeecciiffiiccaattiioonnss  

Such purchase descriptions are a variation of performance specifications and are used in early supplier 

involvement programs. With this approach, the design team describes the function to be performed and 

the way the item is to fit into the larger system. For example, automobile, computer etc, together with 

several design objectives such as cost, weight, reliability. As early supplier involvement becomes more 

common this approach to describing requirements undoubtedly will increase in popularity. 

1.2. Alternative Procurement Methods  

Alternative Procurement Methods involve the acquisition of Deliverables through methods other than 

the Standard Procurement Method normally required for the type and value of the required Deliverables. 

Alternate sourcing 

Alternate sourcing also helps reduce procurement costs, while also evaluating and improving other key 

parameters such as product quality, lead time and commercial terms. 

 

 

 

https://www.lawinsider.com/dictionary/alternative-procurement-methods
https://www.lawinsider.com/dictionary/alternative-procurement-methods
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Types of alternative method 

 Limited Source Bidding. 

 Direct Contracting. 

 Repeat Order. 

 Shopping. 

 Negotiated Procurement. 

1.2.1 Find suppliers 

Trade directories. Looking through business-to-business trade directories is an obvious way to find 

suppliers. ... 

 Trade shows and exhibitions. Trade shows and exhibitions offer opportunities to identify 

suppliers.  

 Social networks. ... 

 Trade association. ... 

 Recommendations. ... 

Utilities. 

1.2.2  Golden rule of procurement 

Timing: The golden rule is don't rush. All too often, procurement is rushed through because existing 

contracts are coming to a renewal point. RPs should be considering a re-procurement exercise a 

minimum of twelve months before the deadline to allow for clear strategic thinking before putting pen to 

paper on the brief. Golden Rules of Procurement Considering the below will give your project the best 

chance of a successful outcome.  

1 – Planning The earlier engagement with procurement takes place, the greater the chance of a 

successful outcome.  
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2– Process You need to be confident on the end to end process and aware of the responsibilities for 

yourself. 

3 – Communications Be proactive in communicating with suppliers  procurement on emerging issues 

and how is progressing. Common understanding of desired outcomes, risks and timescales will help 

ensure that the procurement delivers the results you need. 

4 – Scope Be clear on exactly what you require the supplier to deliver and ensure this is communicated 

within the tender documentation in language suppliers will easily understand.  

5 – Selection Criteria Careful thought needs to be given to the impact that each criteria will have on 

determining which supplier is chosen. You will need to be confident in your understanding of how price 

and other criteria are scored. If one criteria is given a high weighting it may mean that the scores of 

other criteria will not affect the outcome. If you are planning to interview suppliers as part of the 

evaluation, then interviews must be conducted irrespective of whether the marks awarded will influence 

the supplier selected. 

6 – Advertising Ensure that the channels your sourcing activity will be advertised through will generate 

a good response from suppliers. Suppliers on a framework will automatically receive notification of new 

opportunities, while major suppliers will keep an eye on tenders advertised in the European Journal. 

IImmppoorrttaannccee  ooff  SSppeecciiffiiccaattiioonnss  

SSppeecciiffiiccaattiioonnss  aarree  vveerryy  iimmppoorrttaanntt  bbeeccaauussee  tthhee  ccoosstt  ooff  mmaatteerriiaallss  cclleeaarrllyy  ddiiccttaatteess  tthhaatt  tthheeiirr  sseelleeccttiioonn  iiss  aann  

iimmppoorrttaanntt  ccoonnssiiddeerraattiioonn  dduurriinngg  pprroodduucctt  ddeessiiggnn..  TThhee  iimmppoorrttaanntt  cchhaarraacctteerriissttiiccss  ooff  aa  pprroodduucctt  aarree  ssppeecciiffiieedd  

wwhheenn  iitt  iiss  ddeessiiggnneedd,,  pprriioorr  ttoo  iittss  mmaannuuffaaccttuurree..  TThheessee  cchhaarraacctteerriissttiiccss  aarree  ccaalllleedd  tthhee  ddeessiiggnn  ssppeecciiffiiccaattiioonn..  

AAfftteerr  tthhee  pprroodduucctt  hhaass  bbeeeenn  pprroodduucceedd,,  wwee  ccaann  oobbsseerrvvee  tthhee  eexxtteenntt  ttoo  wwhhiicchh  iitt  ccoonnffoorrmmss  ttoo  oorr  ddeevviiaatteess  ffrroomm  

tthhee  ddeessiiggnn  ssppeecciiffiiccaattiioonnss..  TThhee  ccoossttss  ooff  mmaannyy  mmaatteerriiaallss  aarree  iiddeennttiiffiieedd  tthhrroouugghh  ssppeecciiffiiccaattiioonn  dduurriinngg  tthhee  

ddeessiiggnn  ssttaaggee..  TThhiiss  iiss  tthhee  ffiirrsstt  aanndd  ssoommeettiimmeess  tthhee  oonnllyy  ppooiinntt  aatt  nnuummeerroouuss  ccoossttss  ccaann  bbee  rreedduucceedd  aanndd  

ccoonnttrroolllleedd..    

IItt  iiss  aatt  tthhee  ttiimmee  ooff  oorriiggiinnaall  ddeessiiggnn  tthhaatt  tthhee  ggrreeaatteesstt  ccoosstt  ssaavviinngg  oobbttaaiinneedd  ffrroomm  bbootthh  ssppeecciiffiiccaattiioonn  aanndd  

ssttaannddaarrddiizzaattiioonn..  SSiinnccee  ssppeecciiffiiccaattiioonnss  aarree  iimmppoorrttaanntt,,  tthhee  aaccttiivviittyy  ooff  eennggiinneeeerriinngg,,  ooppeerraattiioonnss,,  ppuurrcchhaassiinngg  

aanndd  qquuaalliittyy  ooppttiimmuumm  ssppeecciiffiiccaattiioonnss  mmaaiinnllyy  iinnfflluueennccee  tthhee  ccoonnttrriibbuuttiioonn  mmaaddee  bbyy  tthheessee  eennttiirree  ddeeppaarrttmmeenntt  ttoo  
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tthhee  ffiirrmm’’ss  ssuucccceessss..  AA  ggoooodd  ssppeecciiffiiccaattiioonn  iiss  ttoo  ssaattiissffyy  tthhee  pprrooccuurreemmeenntt  ccoonnssiiddeerraattiioonn  ooff  cclleeaarr,,  ccoonncciissee,,  aanndd  

aann  uunnaammbbiigguuoouuss  ccoommmmuunniiccaattiioonn..    

PPrreeppaarriinngg  ssppeecciiffiiccaattiioonn  ffoorr  aa  pprroodduucctt  iinnvvoollvveess  ffoouurr  mmaajjoorr  ccoonnssiiddeerraattiioonnss::  

  DDeessiiggnn  ccoonnssiiddeerraattiioonnss  ooff  ffuunnccttiioonn  

  MMaannuuffaaccttuurriinngg  ccoonnssiiddeerraattiioonn  ooff  eeccoonnoommiiccaall  pprroodduuccttiioonn    

  PPrrooccuurreemmeenntt  ccoonnssiiddeerraattiioonn  ooff  mmaarrkkeettss,,  mmaatteerriiaallss  aavvaaiillaabbiilliittyy,,  ssuupppplliieerr  ccaappaabbiilliittyy  aanndd  ccoosstt..  

  MMaarrkkeettiinngg  ccoonnssiiddeerraattiioonnss  ooff  ccoonnssuummeerr  aacccceeppttaannccee    

IItt  iiss  ccoommmmoonn  ffoorr  tthheessee  ccoonnssiiddeerraattiioonnss  ttoo  ccoonnfflliicctt  wwiitthh  oonnee  aannootthheerr..  BBuutt  ttoopp  mmaannaaggeemmeenntt  mmuusstt  pprroovviiddee  

tthhee  eennccoouurraaggeemmeenntt  aanndd  ddiirreeccttiioonn  tthhaatt  wwiillll  mmoottiivvaattee  aallll  ddeeppaarrttmmeennttss  ttoo  ccooooppeerraattee  aanndd  sseeeekk  aa  ccoommppaannyy  

ssoolluuttiioonn,,  rraatthheerr  tthhaann  ddeeppaarrttmmeennttaall  ssoolluuttiioonnss..    

WWhheenn  ssppeecciiffiiccaattiioonnss  ccoonnfflliicctt  aarriisseess,,  ffiinnaall  aauutthhoorriittyy  ffoorr  tthhee  ddeecciissiioonn  sshhoouulldd  rreesstt  wwiitthh  tthhee  ddeeppaarrttmmeennttss  

hhaavviinngg  rreessppoonnssiibbiilliittyy  ffoorr  tthhee  pprroodduucctt’’ss  ppeerrffoorrmmaannccee..  TThhiiss  iiss  uussuuaallllyy  tthhee  ddeessiiggnn--eennggiinneeeerriinngg  ddeeppaarrttmmeenntt..  

HHoowweevveerr  tthhiiss  iiss  nnoott  aa  jjuussttiiffiiaabbllee  rreeaassoonn  ffoorr  eennggiinneeeerriinngg  uunnnneecceessssaarriillyy  ttoo  ssuubboorrddiinnaattee  tthhee  ddeessiiggnn  

ccoonnssiiddeerraattiioonnss  ooff  mmaannuuffaaccttuurriinngg,,  pprrooccuurreemmeenntt,,  qquuaalliittyy  aanndd  mmaarrkkeettiinngg..  FFrroomm  aa  ccoommppaannyy  vviieewwppooiinntt,,  tthhee  

rriigghhtt  ssppeecciiffiiccaattiioonnss  aarree  tthhoossee  tthhaatt  bblleenndd  tthhee  rreeqquuiirreemmeennttss  ooff  aallll  ddeeppaarrttmmeennttss  oonnllyy..  SSuucchh  ssppeecciiffiiccaattiioonnss  

ccaann  ssaattiissffyy  tthhee  ggooaallss  ooff  ttoopp  mmaannaaggeemmeenntt  ii..ee..  iinnccrreeaasseedd  ssaalleess,,  ddeeccrreeaasseedd  ccoossttss  aanndd  tthhee  aaddddeedd  ccoorrppoorraattee  

sseeccuurriittyy  wwhhiicchh  ccoommeess  wwiitthh  aann  iinnccrreeaassiinngg  ssttrroonngg  ccoommppeettiittiivvee  ppoossiittiioonnss..  

TToo  ddeevveelloopp  ssppeecciiffiiccaattiioonnss  tthhaatt  pprrooppeerrllyy  bbeeccoommee  pprroodduucctt  qquuaalliittyy  cchhaarraacctteerriissttiiccss  aanndd  pprroodduucctt  ccoosstt,,  

mmaannaaggeemmeenntt  mmuusstt  ccoooorrddiinnaattee  tthhee  ffiirrmm’’ss  tteecchhnniiccaall  aanndd  bbuussiinneessss  sskkiillllss..  FFoouurr  aapppprrooaacchheess  ccaann  bbee  uusseedd..  

  

  eeaarrllyy  ppuurrcchhaassiinngg  aanndd  ssuupppplliieerr  iinnvvoollvveemmeenntt    

  tthhee  ffoorrmmaall  ccoommmmiitttteeee  aapppprrooaacchh  

  tthhee  iinnffoorrmmaall  aapppprrooaacchh    

  tthhee  ppuurrcchhaassiinngg  ccoooorrddiinnaattoorr  aapppprrooaacchh  

  

  EEaarrllyy  ppuurrcchhaassiinngg  aanndd  ssuupppplliieerrss’’  iinnvvoollvveemmeenntt    

DDuurriinngg  tthhee  eeaarrllyy  ssttaaggeess  ooff  nneeww  pprroodduucctt  ddeevveellooppmmeenntt,,  mmoorree  aanndd  mmoorree,,  pprrooggrreessssiivvee  ffiirrmmss  iinnvvoollvvee  

ppuurrcchhaassiinngg  aanndd  ppootteennttiiaall  ssuupppplliieerrss..  SSuucchh  eeaarrllyy  iinnvvoollvveemmeenntt  ooppttiimmiizzeess  tthhee  ddeevveellooppmmeenntt  ooff  ssppeecciiffiiccaattiioonnss  
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ssiinnccee  tthhee  tteecchhnniiccaall  aanndd  ccoommmmeerrcciiaall  iissssuueess  aarree  aaddddrreesssseedd  aatt  aa  ppooiinntt  wwhheerree  tthheerree  iiss  mmaaxxiimmuumm  oobbjjeeccttiivviittyy  

aanndd  fflleexxiibbiilliittyy..  TThhiiss  ccaann  iimmpprroovvee  pprroodduucctt  qquuaalliittyy  aanndd  rreelliiaabbiilliittyy,,  wwhhiillee  ccoommpprreessssiinngg  ddeevveellooppmmeenntt  ttiimmee  

aanndd  rreedduucciinngg  ttoottaall  mmaatteerriiaall  ccoosstt..    

AAss  mmoorree  aanndd  mmoorree  ffiirrmmss  eemmbbrraaccee  tthhee  uussee  ooff  ccrroossss  ffuunnccttiioonnaall  tteeaammss  iinn  tthhee  ddeevveellooppmmeenntt  ooff  nneeww  pprroodduuccttss,,  

eeaarrllyy  ppuurrcchhaassiinngg  aanndd  ssuupppplliieerr  iinnvvoollvveemmeenntt  bbeeccoommeess  aann  iinnhheerreenntt  ccoommppoonneenntt  ooff  tthhee  pprroocceessss  tthhaatt  

ccuullmmiinnaatteess  iinn  tthhee  ddeevveellooppmmeenntt  ooff  ssppeecciiffiiccaattiioonnss..  PPrrooggrreessssiivvee  ffiirrmmss  ffiinndd  tthhaatt  tthhiiss  aapppprrooaacchh  iiss  aann  

iimmppoorrttaanntt  eelleemmeenntt  iinn  tthheeiirr  qquueesstt  aatt  rreeaalliissttiicc  ccoossttss..  

TThhee  ffoorrmmaall  ccoommmmiitttteeee  aapppprrooaacchh  

TThhiiss  aapppprrooaacchh  rreeccooggnniizzeess  tthhaatt  aa  ggoooodd  ssppeecciiffiiccaattiioonn  iiss  aa  ccoommpprroommiissee  ooff  bbaassiicc  oobbjjeeccttiivveess..  AA  ssppeecciiffiiccaattiioonnss  

rreevviieeww  ccoommmmiitttteeee  iiss  eessttaabblliisshheedd,,  wwiitthh  rreepprreesseennttaattiivveess  ffrroomm  ddeessiiggnn  eennggiinneeeerriinngg,,  pprroodduuccttiioonn  eennggiinneeeerriinngg,,  

ppuurrcchhaassiinngg  mmaarrkkeettiinngg,,  ooppeerraattiioonnss,,  qquuaalliittyy  aanndd  ssttaannddaarrddss..  WWhheenn  aa  nneeww  pprroodduucctt  ddeessiiggnn  iiss  pprrooppoosseedd,,  aallll  

mmeemmbbeerrss  ooff  tthhee  ccoommmmiitttteeee  rreecceeiivvee  ccooppiieess  ooff  aallll  ddrraawwiinnggss,,  bbiillllss  ooff  mmaatteerriiaall  aanndd  ssppeecciiffiiccaattiioonnss..  NNoo  ddeessiiggnn  

bbeeccoommeess  ffiinndd  uunnttiill  iitt  iiss  aapppprroovveedd  bbyy  tthhee  ccoommmmiitttteeee..  

TThhee  iinnffoorrmmaall  aapppprrooaacchh  

TThhiiss  mmeetthhoodd  eemmpphhaassiizzeess  tthhee  ccoonncceepptt  ooff  aa  bbuuyyeerr’’ss  rreessppoonnssiibbiilliittyy  ttoo  ““cchhaalllleennggee””  mmaatteerriiaallss  rreeqquueessttss..  AAtt  tthhee  

ssaammee  ttiimmee,,  ttoopp  mmaannaaggeemmeenntt  uurrggeess  ddeessiiggnneerrss  ttoo  rreeqquueesstt  aaddvviiccee  ffrroomm  bbuuyyeerrss  aanndd  wwoorrkk  wwiitthh  tthheemm  oonn  aallll  

iitteemmss  tthhaatt  mmaayy  iinnvvoollvvee  ccoommmmeerrcciiaall  ccoonnssiiddeerraattiioonnss..  EEmmpphhaassiiss  aatt  aallll  ttiimmeess  iiss  ppllaacceedd  oonn  ppeerrssoonn  ttoo  ppeerrssoonn  

ccoommmmuunniiccaattiioonn  aanndd  ooccccuuppaattiioonn  bbeettwweeeenn  iinnddiivviidduuaall  bbuuyyeerrss  aanndd  ddeessiiggnneerrss..  UUssiinngg  tthhiiss  aapppprrooaacchh,,  aa  

ccoommppaannyy  oorriieenntteedd,,  ccoosstt--ccoonnsscciioouuss  aattttiittuuddee  iiss  ddeevveellooppeedd  aatt  tthhee  lloowweerr  lleevveell  tthhrroouugghhoouutt  tthhee  oorrggaanniizzaattiioonn..  

TThhee  ppuurrcchhaassiinngg  ccoooorrddiinnaattoorr  aapppprrooaacchh  

OOnnee  oorr  mmoorree  ppoossiittiioonnss  aarree  ccrreeaatteedd  iinn  tthhee  ppuurrcchhaassiinngg  ddeeppaarrttmmeenntt  ffoorr  iinnddiivviidduuaallss,,  ffrreeqquueennttllyy  ccaalllleedd  

mmaatteerriiaall  eennggiinneeeerrss,,  ttoo  sseerrvvee  iinn  aa  lliiaaiissoonn  ccaappaacciittyy  wwiitthh  tthhee  ddeessiiggnn  ddeeppaarrttmmeenntt..  TTyyppiiccaallllyy,,  tthhee  mmaatteerriiaallss  

eennggiinneeeerrss  ssppeennddss  mmoosstt  ooff  hhiiss  oorr  hheerr  ttiimmee  iinn  tthhee  eennggiinneeeerriinngg  ddeeppaarrttmmeenntt  rreevviieewwiinngg  ddeessiiggnn  wwoorrkk  aass  iitt  

ccoommeess  ooffff  tthhee  ddrraawwiinngg  bbooaarrddss..  

1.3. Developing specifications in consultation with Stakeholders  
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In a procurement context, a specification can be defined as a statement of needs. It defines what the 

procurer wants to buy and, consequently, what the supplier is required to provide. Specifications can be 

simple or complex depending on the need.  

The success of the procurement activity relies on the specification being a true and accurate statement of 

the buyer’s requirements. Apart from being a means of identifying the goods or services required, a 

specification will form part of any future contract that might result from offers received.  

1.3.1 A good specification should:  

 State the requirement clearly, concisely and logically in functional and performance 

terms unless specific technical requirements are needed  

 For goods, state what the item will be used for  

 Contain enough information for offerors to decide and cost the goods or services they 

will offer and at what level of quality  

 Permit offered goods or services to be evaluated against defined criteria by examination, 

trial, test or documentation • state the criteria for acceptance of goods or services by 

examination, trial, test or documentation  

 Provide equal opportunity for all potential suppliers to offer goods or services which 

satisfies the needs of the user, including goods or services incorporating alternative 

solutions  

 Form the fundamental basis of the contract between buyer and seller  

 Not over-specify requirements  

 Not contain features that directly or indirectly discriminate against people with disability, 

but allows optimal access and inclusion  

 Not contain features that directly or indirectly discriminate against Australian and New 

Zealand suppliers  

 For procurements covered under either the Australia-United States or Australia-Chile 

Free Trade Agreements, contain features that directly or indirectly discriminate against 

suppliers from a participating country or are otherwise contrary to the Agreements.  
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1.3.2 Types of specifications  

There are three types of specifications.  

Functional specifications  

These are specifications that define the function, duty or role of the goods or services. It nominates what 

the goods or services are broadly required to do. Functional specifications define the task or desired 

result by focusing on what is to be achieved rather than how it is to be done. They do not describe the 

method of achieving the intended result. This enables suppliers to provide solutions to defined problems. 

For example, a specification for “an accessible device capable of conveying children from their school 

to their homes” does not limit responses to bus operators alone.  

Performance specifications  

These are specifications that define the purpose of the goods or services in terms of how effectively it 

will perform, that is, in capability or performance terms. Performance is a logical extension of function. 

Performance specifications define the task or desired result by focusing on what is to be achieved. They 

do not describe the method of achieving the desired result. This enables suppliers to provide solutions to 

defined problems.  

Who is involved in developing the specification 

 Users of the procured goods or services should be involved in defining their requirements together with 

appropriate project officers, technical officers (for example, information technology ) and procurement 

officers.  

A good specification 

A well-structured specification should: 

 foster supplier interest 

 better engage with the market 

 facilitate a competitive environment 

 encourage innovation 

 apply a high standard in the delivery of requirements 

 be clear and simple and avoid onerous or unnecessary requirements 
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1.3.3 The process of developing the specification step 

Step 1: Planning and analysis 

The foundation of a good specification is in the planning and analyses which are undertaken before 

writing begins. Key people who can help such as procurement staff, technical officers, project officers 

and managers, disability representatives and end users need to be involved. Planning and analysis will 

provide a better understanding of the requirement(s) and may reveal alternative solutions. Planning and 

analysis are particularly important when developing complex requirements 

 Step 2: Consultation and information gathering  

Developing specifications requires consultation and can be perceived as an evolutionary process 

involving close and continuous liaison between the end-user, technical officers, project 

officers/managers, procurement officers and the specification writer. Valuable information and advice 

relating to the requirement can be obtained by discussing it with procurement officers, technical officers 

and other users of similar goods or services within the department/agency. Procurement officers should 

be involved from the start of the process (that is, the information gathering and design stages).  

Step 3: Writing the specification   

• Use simple, clear language without jargon (to minimize misinterpretation)  

• Define terms, symbols and acronyms (include a “Glossary of Terms”)  

• Be concise  

• Do not explain the same requirement in more than one section  

• Define each aspect of the requirement in one or two paragraphs where possible 

• Adopt a user-friendly format  

• Number the sections and paragraphs  

• Seek feedback from someone unfamiliar with the requirement  

• Discuss the draft and refine it.  

There are no fixed rules on formats and structures because each specification reflects a different 

requirement or need. A specification should list the functional, performance and technical characteristics 

separately.  

You may get some ideas for structure if you:  
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• Plan and analyze your needs  

• Arrange the components of the requirement into a logical form  

• Discuss the requirement with colleagues, other users and procurement officers.  

Step 4: Vetting the specification and obtaining approvals  

After writing the specification, ask a colleague who is unfamiliar with the requirement to critique it from 

a potential supplier’s view.  

Try to identify improvements by considering:  

• Readability  

• Simplicity of meaning  

• Clarity  

• Logic.  

Seek approval from the appropriate financial or procurement delegates in the department/agency after 

vetting the specification but before issuing it.  

Step 5: Issuing the specification  

The specification should be included as part of the “Invitation to Offer” document. 

 Step 6: Managing amendments to the specification  

Should a need arise to amend the specification during the “Invitation to Offer” process, the amendment 

should be authorized by the project manager. The amended specification should be noted in the project 

files and all offerors or potential offerors must be given a reasonable opportunity to offer to the new 

specification.  

Step 7: Revising and storing the specification  

The specification should be reviewed at the end of the procurement activity to ensure that it effectively 

defined the goods or services that were actually bought. If areas for improvement are identified, revise 

the specification with the benefit of hindsight. When the review of the specification has been completed 

and if it relates to goods or services that are likely to be procured frequently, keep it on file. Before each 

procurement, review the specification to ensure that it reflects your department’s/agency’s needs at that 

time. Alternatively, institute a program to review specifications on a regular basis. 

1.3.4 The Importance of Communicating Stakeholders 
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Understanding your stakeholders is vital in modern-day business. This includes listening to the views 

and beliefs of stakeholders as well as seeking their feedback. After all, these are the people who will 

shape and influence future successes (or failures). 

A stakeholder is anyone with an interest in the business, either having an effect on the business or being 

affected by it. Typically, stakeholders can be categorized into two groups; internal and external 

stakeholders. Examples of internal stakeholders are employees, managers and directors. External 

stakeholders include customers, suppliers, shareholders and funders. Keeping every stakeholder on-side 

can be difficult, but can be hugely beneficial. 

1.3.5  Benefits of Stakeholder Communication  

Stakeholders are the people and organizations whose attitudes and actions have an impact on the 

success of your project or your company. Your stakeholders include employees, labor unions, 

suppliers, customers, business partners, investors and shareholders, the local community, government 

authorities and regulators. Different stakeholders have different interests, attitudes and priorities. 

Effective communication ensures that they receive information that is relevant to their needs and 

builds positive attitudes to your company or project. 

1.3.6 Know Your Stakeholders  

All businesses have stakeholders. Stakeholders can be anyone who your business communicates with or 

associates with. It may be the local community around you, the government around you, your staff 

members, your customers, your competitors, or everyone that interacts with you and your business! 

Stakeholders are extremely important for businesses to optimize their marketing and communication 

strategies. By identifying your stakeholders, you find out who is engaged and interested in your 

business, what kind of financial or emotional investment they will provide for your business and what 

reputation your business has. This allows businesses to promote, communicate and sell their 

products/services to the right people who are actively in need of them.  

Brainstorming with your staff members and writing down each group, person or organization that 

influences the business in any way.  
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These can be: 

 People who will impact your business financially, physically or visually 

 People who will be impacted by your business 

 People who have power over your business  

 Separating internal and external stakeholders 

 Segmenting and determining key target markets 

 

. 
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Self-check-1 

Directions:  Choose the best answer  

1. While  also evaluating and improving other key parameters such as product 

quality, lead time and commercial terms. 

A. Method                   B. procurement                  C. Alternative                  D. Suppliers 

2. All types of alternative method except  

A. Repeat Order        B. Shopping             C. Delivery           D. Negotiated Procurement. 

  3. Trade directories is an obvious way to find the right ----------------- 

A. buyers             B. suppliers              C. procurement           D. B and D 

4. In a procurement context, a ---------------------------- can be defined as a statement of 

needs. 

A. specification       B. stakeholders             C. method                       D. all  

5.  ---------------------------- can be anyone who your business communicates with or 

associates with.  

A.  specification    B. stakeholder              C. procurement             D. buyer 

 

Directions:  Answer all the questions listed below.  

What is a specification? 

What types of specifications are there? 

Why is it important to get it right? 

Write types of alternative method? 

Write types of specifications?  
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UNIT 2.  Potential procurement impacts and Risks 

This learning unit is developed to provide the trainees the necessary information regarding the 

following content coverage and topics: 

2.1  Risk management and Procurement  

2.2  Organizational policies and procedures 

2.3  Terms of Reference  

This unit will also assist you to attain the learning outcomes stated in the cover page. 

Specifically, upon completion of this learning guide, you will be able to: 

 Understand Organizational policies and procedure 

 Follow Organizational policies and procedures 

 Justify policies and procedure  

 Perform policies and procedure 

 

 

2.1 Risk management and Procurement  

Procurement risk management is the process of identifying both internal and external risks to your supply 

chain. Effective risk management demands eliminating situations that put your organization at unnecessary, 

increased risk. 

Definitions within the context of risk management and purchasing Risk management and 

purchasing can be brought together, because in purchasing there are also risks that are 

needed to be managed. “Objectives of risk management can be eliminating, reducing, 

controlling 

Risks in purchasing  

The sources for risks in purchasing are: supply risks, environmental risks, internal operational risks 

and demand risks. Reviewing the literature on purchasing risks, the first thing that becomes clear is the 

great diversity in different types of risks. Based on many possible nuances, one can declare a new 
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category; all depending on both the author’s perspective as well as on the perspectives of others, 

like survey respondents or interviewees. 

Risk Example(s) 

Price risks Supplier raising prices after being selected. 

Inventory related risks Stock being stolen, destroyed or prices drops. 

Accuracy of deliveries 

Risks 

Goods being delivered after and before intended. 

Quality risks Delivered products are of lesser quality than 

agreed on. Availability risks The risk of a supplier not being able to deliver 

due to stock outs. 
Communication & 

information delivery risks 

Miscommunication of order details. 

Conflicts about 

intellectual property rights 

risks 

Starts producing a competitive product, 

based on your IP 

Reputation  risks The public knowing your products are produced 

in sweatshops, child labor, etc. Dependency on suppliers Based on an unfavorable power balance a 

Supplier can try to renegotiate parts of the deal 

like price or quality. Outsourcing Loss of flexibility and competences, vendor 

lock-in  

2.1.1 Risk Management  

Risk management is critical for all firms, including small- and medium-sized practices (SMPs). This is 

both in terms of protecting the assets, finances and operations of the firm and contributing to satisfactory 
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legal compliance, corporate governance and due diligence. Effective risk management will protect the 

reputation, credibility and status of the firm. 

 Guide to Practice Management for Small- and Medium-Sized Practices, which includes a whole module 

on risk management, including professionalism and ethics, client engagement, quality control and 

business continuity planning and disaster recovery. 

Implementing a risk management program provides many benefits, including: 

 More effective strategic planning; 

 Better cost control through enhanced workflows, client evaluation and engagement processes; 

 Increased profitability through better client and job controls; 

 Reduced risks of litigation as a consequence of processes and contingency plans; 

 Increased knowledge and understanding of exposure to risk; 

 A systematic, well-informed and thorough method of decision-making; 

 Less disruption and less rework through better understanding of process by all staff in the firm; 

and 

 Setting the scene for continual improvement within the firm. 

2.1.2 Establishing a Risk Management Program 

The steps to establishing a risk management program are: 

1. Implement a Risk Management Framework based on the Risk Policy 

When developing the firm’s risk management framework, consideration should be given to the 

services offered, marketing and communication, staff and human resources issues, information and 

resource management, regulatory obligations, IT issues and security, succession planning, acceptance 

and continuance of clients and cash flow management. 

2. Establish the Context 

Consider the goals and objectives of the firm and the environment in which it operates (e.g. cultural, 

legal and operational). Identify internal and external stakeholders (e.g. clients, personnel, consultants, 

agents, internal systems, third parties, suppliers, etc.). 

 

http://www.ifac.org/publications-resources/guide-practice-management-small-and-medium-sized-practices-3?utm_source=IFAC%20Main%20List&utm_campaign=069d780c46-SMP_Press_Release_9_14_169_13_2016&utm_medium=email&utm_term=0_cc08d67019-069d780c46-80393677
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3. Identify Risks 

Identify existing and potential risks as well as existing controls. The potential risks can be 

categorized as services performed, contract risk, acceptance or continuance risk and performance 

risk. 

4. Analyze and Evaluate Risks  

Analyze and evaluate the risks on a continuing basis. This involves a comparison of exposure levels 

against a predetermined tolerance level, the degree of control, potential or actual losses and benefits 

and opportunities presented by the risk. One of the simplest models to identify the cost of the controls 

and their adequacy is to consider the likelihood of occurrence of an event and the consequences of 

that event e.g. Risk = Likelihood x Consequence. 

In assessing the level of the risk and identifying high and low risks, the process should include the 

firm’s existing and anticipated areas of practice; the composition, experience and expertise of the 

firm; the management and internal control procedures; the likelihood of being sued and the process to 

assess new and existing clients. 

When assessing the kind of risks the firm is exposed to, it is important to consider both the internal 

risks and the external risks. Internal risks may include staff, the business premises and location, 

threats to goodwill and reputation and information technology. External risks may include clients and 

both current and potential competitors. 

5. Treat and Manage Risks 

Develop strategies to manage the identified risk. Options can include accepting, avoiding, transfer (in 

part or full), reducing the likelihood and/or consequence and retaining the risk. Action plans can be 

developed based on the current levels of risk exposure, benefits from actions/ controls, the duration 

of time to implement actions and the available budget. 

In areas identified as high risk, actions may include reconsidering that area and its development, 

retraining staff and reviewing the engagement with clients. Risk management procedures can include: 

Clarity on the terms of the engagement; 

 Obtaining adequate insurance and controlling claims once they       

          have occurred;     
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 Maintaining accurate documentation; 

 Ensuring timeliness of action and diary systems; 

 Only practicing in those areas where there is sufficient expertise;   

         and 

 Implementing strict selection criteria for clients and consultants or 

         agents used. 

6. Communicate and Consult Communicate and consult with all parts of the firm, as well as outside 

parties, to ensure that all are kept well informed. For example, to avoid having to assume 

responsibility for the client’s risk-taking, advise the client in writing of relevant dates and 

consequences in the event of failure by the client to act. This will transfer the risk of noncompliance 

back to the client to act and/or follow-up. 

7. Monitor and Review 

Monitor and review the risk management strategies on an ongoing basis. Over time, new risks are 

created, existing risks are increased or decreased, risks no longer exist, the priority of risk may 

change or the risk treatment strategies may no longer be effective. Monitoring should comprise: 

monitoring existing risks, identifying new risks, identifying any trouble spots and evaluating the 

effectiveness of current risk treatment strategies. 

Monitoring ensures that new measures are introduced to control new risks as these emerge. Ongoing 

review is required to ensure that strategies remain relevant, and that the overall risk control position 

is relative to the potential costs of the risk.  

8. Record 

Keep a written record of all policies and procedures, including documentation of the assessment 

process, major risks identified and the measures designed to reduce the impact of these major risks. 

Failure to document policies can lead to breaches in performance due to misunderstanding or 

misinterpretation. A written set of policy statements supplied by documented procedures provides a 

constant reference, a guide to action and a framework for checking that the operations are conducted 

in the manner intended by the firm. 
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2.2    Organizational policies and procedures 

2.2.1 Procurement Policies 

Your procurement policy outlines the overarching principles and standards used to set direction and 

influence decisions. It guides employee decision-making under a given set of circumstances within the 

framework of objectives and goals established by senior management. 

One example would be a Competitive Bidding Policy that states any procurement over a certain dollar 

amount must be competitively bid through either a price quote or a request for proposal. 

The policy is written as a guideline to follow but is not prescriptive about how to go about performing a 

competitive bid. That is where the procedure comes into play. 

2.2.2 Procurement Procedures 

Your procurement procedures define the ‘how’ of implementing your policies. They spell out the series 

of steps employees will follow, in a consistent and repetitive approach or cycle, with the goal of 

accomplishing an end result. 

 A set of procedures would also be developed to implement the Competitive Bidding Policy. If, for 

example, a buyer was procuring consulting services that were expected to exceed the dollar threshold 

requiring competitive bids, they might follow procedures like this: 

 Create clear requirements in a statement of work for the product or service you are procuring 

 Develop and approve the Request for Proposal (RFP) following RFP standards to get great 

proposals and reduce risk 

 Create scoring workbook to support proposal evaluation 

 Identify prospective vendors 

 Distribute RFP to prospective vendors 

 Respond to vendor questions 

 Receive, evaluate and score proposals 

 Down-select vendors and conduct interviews/demos 

 Perform a pre-contract risk assessment and due diligence on the finalist 

https://vendorcentric.com/single-post/questions-to-ask-when-preparing-a-sow/
https://vendorcentric.com/single-post/use-your-rfp-process-to-reduce-third-party-risk/
https://vendorcentric.com/single-post/use-your-rfp-process-to-reduce-third-party-risk/
https://vendorcentric.com/single-post/when-do-you-perform-vendor-due-diligence/
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 Negotiate and award the contract 

Also, in most cases, an organization would have forms, templates, checklists and other tools that would 

be used to support the consistent implementation of these procedures. These might include an RFP 

template, a proposal evaluation scorecard and a contract checklist. 

2.3  Terms of Reference  

Terms of reference (TOR) define the purpose and structures of Project, committee, meeting, 

negotiation, or any similar collection of people who have agreed to work together to accomplish a 

shared goal.  

Terms of reference show how the object in question will be defined, developed, and verified. They 

should also provide a documented basis for making future decisions and for confirming or developing a 

common understanding of the scope among stakeholders. In order to meet these criteria, success 

factors/risks and constraints are fundamental. They define the: 

 vision, objectives, scope and deliverables (i.e. what has to be achieved) 

 stakeholders, roles and responsibilities (i.e. who will take part in it) 

 resource, financial and quality plans (i.e. how it will be achieved) 

 work breakdown structure and schedule (i.e. when it will be achieved) 

2.3.1 How do you  write ToR 

ToRs can be detailed and specific or general. A good ToR should be written in simple plain language and should 

be agreed upon by the evaluation commissioners, managers and users prior to the final agreement with the 

evaluators.  

2.3.2 How to Use Tor  

To access the privacy and security features of Tor, you need to install the Tor browser. For that, you 

need an Internet connection and a compatible operating system. 

You can download Tor at the Tor website. 

Follow the instructions to install the browser just like you would any other application on your device. 

You can then watch tutorials within Tor that explain how to navigate the browser. 

https://en.wikipedia.org/wiki/Project
https://en.wikipedia.org/wiki/Committee
https://en.wikipedia.org/wiki/Meeting
https://en.wikipedia.org/wiki/Negotiation
https://en.wikipedia.org/wiki/Stakeholder_(project)
https://en.wikipedia.org/w/index.php?title=Success_factor&action=edit&redlink=1
https://en.wikipedia.org/w/index.php?title=Success_factor&action=edit&redlink=1
https://en.wikipedia.org/wiki/Work_breakdown_structure
https://www.torproject.org/download/
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Tor lets users customize their privacy settings, although the standard settings are considered to be 

sufficiently private for average users. Customizing Tor to be the most secure can affect your ability to 

use certain websites. 

2.3.3 Who Uses Tor and Why 

Though Tor is best known for its illicit uses, many Internet users can have different, valid reasons for 

accessing the Internet via Tor. 

Let's take a closer look at who uses Tor and why: 

 Government agencies: Tor can protect and securely share sensitive government information. 

 For-profit enterprises: Companies that use Tor can benefit from increased data privacy and 

security. 

 Illicit organizations: Criminals sometimes use Tor to shield their online activity. 

 Private individuals: Anyone wishing for more online privacy and better cybersecurity can 

benefit from the Tor browser. Journalists, activists, and people facing censorship may choose to 

interact online via Tor. 

 

 

 

 

 

 

 

 

 

 

 

https://www.investopedia.com/terms/c/cybersecurity.asp
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Self-check-2 

1.Choose the best answer 

1.One of the following is not sources for risks in purchasing 

A. price             B. quality              C. Inventory    D. production 

2.  We are avoid any risks  

A. True               B. False  

3. The ---------------- is written as a guideline to follow but is not prescriptive about how to go about 

performing a competitive bid. 

A. policy           B. Procedure        C. method             D. Principle   

4. -------------------- show how the object in question will be defined, developed, and verified. 

A. Procedure     B. Terms of reference    C. Inventory     D. quantity 
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UNIT 3.  Organizational support for procurement 

This learning unit is developed to provide the trainees the necessary information regarding the 

following content coverage and topics: 

3.1 Approval of procurement needs and specifications 

This unit will also assist you to attain the learning outcomes stated in the cover page. 

Specifically, upon completion of this learning guide, you will be able to: 

 Justify how to approve   

 Tell responsibility of approval 

 Perform automated approval 

 

 

 

3.1 Approval of procurement needs and specifications 

A critical component of any successful procurement department is a solid, well-designed and well-

communicated procurement approval system. 

An organization’s procurement function must ensure purchasing costs are kept low and all requisite 

goods/products are on hand at all times. But purchasing, particularly in large corporations, is a nuanced, 

layered process:  

3.1.1 An approval process 

https://blog.procurify.com/2020/07/08/how-to-choose-best-procurement-software/
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Work often needs to be approved by managers and directors in every organization before it can formally 

begin or move to the next step. Approval processes are standardized within companies to dictate how the 

submitted work should be approved and rejected. 

However, these processes are slow and filled with delays when they are not created and optimized 

accurately. While most organizations are starting to digitize approval processes, they still aren’t actively 

automating these processes, which can lead to decreased productivity and efficiency. 

An approval process is a type of business process that includes steps to formally approve work from 

different levels of the organization. The work can include budgets, invoices, project outlines, marketing 

initiatives, or any other items that need a series of approvals from different departments. 

3.1.1.1 Approval Process Elements 

An act or instance of approving something: approbation. The change is subject to the committee's approval. 

Phrases. On approval. : Subject to a prospective buyer's acceptance or refusal. 

A standard approval process has the following elements: 

Submission documents 

The submission documents can be anything that needs to be approved, whether it’s an invoice, a purchase 

quote, or any other internal document. 

Approvers 

The approvers are the ones who decide whether the submitted documents should be approved or rejected. In 

case your process has various levels of approval, then it’s important to decide who approves the documents 

first. 

Permission levels 

To maintain security throughout the organization, it’s crucial to set different permission levels for each user 

so that you can control who can view, edit, reject, or approve the submitted documents. 

Due dates 

Just like any other business process, approval processes should also have set deadlines so that they can be 

initiated and completed in a timely manner. 

Logs 

https://kissflow.com/workflow/bpm/business-process/


    
 

 

Page 45 of 49 

 

Author/Copyright  

Ministry of Labor and Skills 

 

Module title 

Establishment of 

Purchase need 

Training module Version -1 

November, 2022 

 
 

 

Recording every step of the approval process is just as important not only to maintain transparency 

throughout the organization, but also to easily view and track all the actions in case of a discrepancy. 

3.1.1.2 Examples of approval processes used by organizations 

With the right approval processes in place, you can quickly review each deliverable and get approvals more 

quickly. The type of approval process you create will depend on the deliverables and the departments you 

are dealing with. 

Let’s take a look at 4 approval process examples: 

1. Invoices Approvals 

Before approving an invoice, the accounting department needs to verify a series of parameters. 

In this case, the approval process can have a checklist that can be used to make sure all the 

necessary parameters including invoice number, price, date, and payment terms are reviewed 

before the invoice is cleared. The form may go through a workflow including the purchasing, 

finance, and those actually receiving the goods or services. 

2. Budget Approvals 

Managing operational budgets are an important part of the company's function. Once the budget proposal is 

completed, it needs to be vetted by a series of executives before being accepted and implemented. A budget 

approval involves passing the budget through various filters, departments, and approvers, making the 

appropriate changes, and ensuring the budget aligns with the objectives and demands of the organization. 

3. Design Approvals 

Design is probably the first thing customers notice when interacting with a brand. Marketing teams need to 

ensure their logos, graphics, ads, merchandise, and everything else is designed and packaged properly in 

accordance to the design standards and guidelines. A design approval encapsulates every stage a design 

goes through from initial drafting, change management, brand scrutiny, marketing approvals, and final 

management vetting. 

This is a sophisticated process since every iteration requires the graphic designer to rework the product and 

reinitiate approvals. 

https://kissflow.com/workflow/create-approval-workflow-in-less-than-15-min/
https://kissflow.com/workflow/ultimate-guide-to-digital-marketing-workflows/
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4. Creative approvals 

As compared to invoice approvals, creative approvals have a more complicated process. For instance, you 

may need multiple steps to include content writing, graphic designers, and web technicians, each with 

conditional approvals after the work is completed. 

With these approval parameters in place, the designers can be assured that their workload won’t suddenly 

grow and they also wouldn’t have to worry about client responsiveness.  

3.1.1.3 Benefits of automating your approval process 

Manual approval processes take a longer time to complete and they are also more prone to errors. On the 

other hand, automating approval processes can give you more control, transparency, and allow your team 

members to get approvals quickly. 

3.1.2 An Approval System 

An approval system is a structured process that helps an organization streamline any approval within a 

given workflow. An example of an approval system is the outlined step that concerns the approval 

of reimbursement. 

3.1.3 An approval management 

Approval management is the process component of a workflow that requires an approver (or supervisor) to 

authenticate and approve a step or task to push the request along the defined path. Approval management is 

key to ensuring increased transparency and accountability.  

3.1.4 How to use approval for request management 

Approvals play an integral role in request management - by adding a layer of approval, decision-makers can 

keep an eye on quality as well as take contextual decisions on whether the request meets certain criteria, 

thereby triggering the request to go forward along the workflow path or backwards for additional action. 

 

  

 

https://kissflow.com/workflow/bpm/manual-process-vs-automated-processes/
https://kissflow.com/workflow/templates/employee-expense-claim/
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Self-check-3 

Directions:  Answer all the questions listed below.  

1. Write elements approval process? 

2. What is approval? 

3. Discuses Budget Approvals ? 

4. Compare and contrast manual and automating approval  
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