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Procurement Process

Sourcing, Purchasing, Supplying

e Sourcing

— Establishing Requirements, Soliciting Suppliers,
Bidding and Selection

* Purchasing
— Viewing, Choosing, Authorising, Ordering, Paying

« Supplying
— Placing Bids, Accepting Orders, Dispatching Goods,
Sending Invoices




Procurement Business Process I
: GE Information Services

Product Cycle

Contract Cycle

Order/Payment Cycle

Delivery Cycle

Sourcing

The Main Procurement Process
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There are three main types of purchase

* Direct Materials (MRP,Strategic))

— These become part of the product

— Examples: Components, raw materials,
contract production labour

* Plant and Equipment

— These are used for making the product or for running
the company, but are still there at the end of the day.

— Examples: Milling machines, computers

 Indirect Materials (MRO, Less Strategic)

— These are necessary to keep the company running but
do not become part of the product although they are
consumed.

— Examples: Office consumables, contract cleaning

Types of Purchase €D
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High

Value to Buyer

Low

Strateqic

Strategy Integrated supplier
Long-term agreement
Technical relationship

Technology, Quality, Price, Cycle Time

NIChe

Strategy Develop new sources
Strategic negotiation
with local source

Caution Required

[feveraged

Strategy “Home Base” supplier
Create competition

Balance of Price & Quality

Commodity

Strategy Multiple sources
Quote business
Low risk/cost to move

Pure Price Play

Low Number of Capable Suppliers High

Types of Purchase
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EDI/VAN

- Partnership Programs
- Standards
Product Cycle - Translator / Mappers

- Any-to-any

Contract Cycle

Order/Payment Cycle

Delivery Cycle

/i
Bid/ 2 Ordering & Receipt & Manage-| C__ > Pavment
Award Order Admin ment of Goods y

Sourcing

Strategic Purchase (external focus) €D
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TPN/Post

- Qualification
- Bid
- TradeWEB

Product Cycle

Contract Cycle

Order/Payment Cycle
Delivery Cycle

Ordering & |C__ = Receipt & Manage-| [__>
Order Admin ment of Goods

Commodity Purchase (external focus) €
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P*E
- Authorization

- Centralization
- Control

- Electronic Product Content
- Supplier/Content Management

Contract Cycle S ]
- Rules Based Requisitioning

Order/Payme

Product Cycle

Partner |C_— —< Delivery Cycle
/ ship
Sourcing e /e Ordering & Receipt & Manage-

Order Admin ment of Goods
Bid/ E—
Award

Purchase (internal focus) €D
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Productivity. It's all we do.”



