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[bookmark: _Toc426443523]Abstract
This report aims to identify the role of purchasing for enhancing the supply chain management effectiveness in organization. It has taken in to consideration the purchasing role, purchasing process, purchasing policy and procedure, supply management integration for competitive advantages, and purchasing and supply chain management organization components and analyses thoroughly these elements to find out the role of purchasing in supply chain management. The conclusion drawn from the research reveals that purchasing plays a very crucial role in enhancing the effectiveness of supply chain management and overall productivity of organization. 
Though, our research question is to find how the purchasing role can be made effective in supply chain management.  For this the analysis reveals that supply chain management and purchasing helps organization to track organizational abilities and combine the capabilities of suppliers, customers, and development partners as well as other network actors. The business network that operates at a global level seeks that there should be development of marketing and purchasing capabilities of a company to meet future challenges and for change management (Pekkarinen, Holma, Kowalkowski, & Santema, 2013). 
Further the role of purchasing function can be understood with this fact that performance of any company is determined by the efficiency and effectiveness of purchasing activities and operations of company’s suppliers (CSCMP CSCMP&Tate Wendy, 2014). Also the purchasing managers along with supply managers are assumed to play a more strategic role such as outsourcing and increasing specialization demand that there should be a closer look towards the purchasing process and resources and capabilities of suppliers (Handfield, 2006).
The role of purchasing is also important in terms of growing service sector economy where the need for better serving to customer has become prominent. The needs of different services by the organization show their dependency on good quality suppliers for technical advancement and innovation and this brings in the importance of purchasing in supply chain. There is a need to monitor the supplier performance and satisfaction of customers for outsourced services and that is a great challenge for the purchasing managers. The purchasing role in public organization is equally crucial as the public sector procurement demands that there should be cost reduction and the providing more to the tax payers. Here the relationship management with key suppliers is an important aspect for the business and this also reflects the importance of purchasing. The legal repercussions are also considered for purchasing the products for public organization and selecting suppliers is a critical question for purchasing managers (Ashfield Council, 2000).
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According to Handfield (2011), there are six purchasing objectives:
· to support operational requirement;
· to obtains products from the right source;
· to consider manufacturing requirements, physical distribution centers, research and development, transportation and other services and information technology;
· to manage the supply base and procurement process with efficiency and effectively;
· to consider the competitiveness of current suppliers, identification of new suppliers and develop relations with them, and improvement and development of those suppliers who are non-competitive;
· to manage the internal operation with procurement staff management.
The first objective requires the understanding the business requirements. The purchasing must be aligned with business requirements. The purchasing has objective of getting products at right price. This is most important for companies to provide products at competitive prices and earn better margins. 
According to the second objective the source must be trustworthy and reliable in terms of delivering products and services at right time. Purchasing has objective to purchase products with right specification that fulfils the user needs and it helps the organization to provide customized solution and products to customers. The purchasing objective is to purchase products in right quantity so that production or services delivery cannot be hampered. Another objective is to deliver the product at right time for customers.
The third objective is to purchase products and services to right internal customers and this internal customer of purchasing considers manufacturing requirements, physical distribution centres, research and development, transportation and other services and information technology. All these objectives are taken in to consideration for supporting operational requirement. 
For the forth purchasing objective, certain steps must be taken in to consideration such as identifying the opportunities that includes evaluation and selection of suppliers, standard procurement processes, involvement of engineering and other fictional in puts, sourcing team use, and involvement of sales personal to create contractual agreement with involvement of procurement team. Along with those, review of specification, review of requirement, suggestion of alternative standardized materials and periodic review of requisition must also be considered. Purchasing has objective of acting as a primary contact with suppliers, and finding the method for contract creation. 
For managing the supply base, purchasing department considers the competitiveness of current suppliers, identification of new suppliers and develop relations with them, and improvement and development of those suppliers who are non-competitive.
Purchasing has objective of managing the internal operation with procurement staff management, development and maintenance of processes and policies, introduction of feasible technologies and systems and their leveraging, development of plans and measures, to provide procurement leadership, and professional training and development opportunities to employees. Purchasing has another objective that is to develop a strong relationship with other groups and to support organizational objectives and goals as well.
[bookmark: _Toc426443525]Strategic supply management roles and responsibilities
Supply chain management has a strategic role to play in the organization. It is pivotal because it takes care of the customers’ demands and provides these specifications to the suppliers to improvement in the services and products. The strategic role of supply chain management is in removing costs of supply, increasing quality of products and interfaces with the suppliers’ suppliers to improve the strives of suppliers to the company. It is more important in this regard that many companies are still not considering tapping the suppliers’ suppliers to improve the quality and delivery of products and services (Gimenez, Ventura, 2003).
The role of supply chain management can be understood with this fact that it assists in sharing the risk with suppliers and thus mitigates the risks. This process involves that risk can be moved to those suppliers who are able to manage them. It is also ensured that the critical products and services must be supplied and supply chains are managed accordingly. Supply chains management strategic role is to manage the benefits as well that not all organizations are comfortable with. The responsibility for supply chain management should be played by the supply and management professionals and they should be held accountable for the development of supply chain management. The upstream supply chain is complex and there are many complex networks that need to be managed. The supply chain management is fulcrum of the business because it involves the responsibility for the end customers and because of that role requires objectivity, open mind as well as ability to collaborate with all the stakeholders (Pekkarinen, Holma, Kowalkowski, Santema, 2013).
For managing supply chain accounts, sales, marketing, finance, production, and other departments coordination is required. For effective management of supply chain manager should have the relationship management skills. Customer relationship management and supplier relationship management is fundamental for a successful supply chain management. One of the key competencies is having an interpersonal skill that is an ability to communicate, influence, manage, coordinate, facilitate and persuade people. The ability to challenge the existing process, procedures, and policies is a competence of people who manage supply chain management and that can improve the performance of supply chain. So the purchasing and supply chain professionals must have these skills and competency to develop and promote supply chain (IBM Knowledge Center, 2014). 
Improving the procure to pay process
Handfield (2006) illustrates five steps for improving the pay process:
1) Provide standard and robust processes and training.
2) Improve onsite relationship managers.
3) Create simple online portals for minimizing the human intervention.
4) Improve forecasting.
5) Reduce the complexity in buying channels and catalogues.
Detailed analysis shows that for step 1 the roles and duties of many people involved in process must be defined clearly. Training should describe how requests and invoices are processed and reasons about the avoiding the deviation from the standard process should be explained. This can ensure people to become more compliant and to understand the rationale and need for compliance. The process should also be simplified. If there is no requirement for specific channel it should be eliminated. 
The managers should be available to manage invoices, entry of services and other things. It is identified that many maintenance and project managers do not have time or patience to ensure that entries are put correctly in P2P system so there should be onsite relationship managers. These managers can work as liaison between suppliers and maintenance organization for ensuring that issues are solved, payments are prompt and processes are improved. 
The need of simple online portals is felt by many people, that enter information in systems such as sap manually. There are modules of purchasing and plant maintenance in ERP system. But they require customization that is a difficult issue to handle. If customization is possible, these modules should be used. 
There is a need to improve forecasting so that maintenance needs can be met. Many scheduled maintenance activities can be used for this purpose and these must be planned as well as communicated to suppliers. More often, data entered in to the system is incorrect and this happens due to lack of forecasting and planning and these matters must be taken in to consideration for designing a new P2P system.
There should be reduction in complexity in buying channels and catalogues for streamlining the procurement process. There should be reduction in complexity in interface and channels of buying. The channels for procurement must not be many. There should be significant management support for streamlining the process of buying. 
There are also several steps and suggestions that certainly improve the P2P system in organization. Executives should take these steps to implement their initiatives. 
First of all, executives must secure the commitment and support of top management to initiate new P2P process, and have budget for it. Then, they should develop the key deliverables and benefits that are possible due to improvement in P2P Cycle. For a better P2P executives should map the existing problems and processes with cycle of P2P and identify the reasons of breakdown. They also should understand the needs of user groups as there are many people involved such as people from maintenance, project management, planning, suppliers and others and they can have the specific issues that must be addressed. There should be specific issues with many sites that also need to be taken care of while designing the new system (Karani, J., 2011).
 Key subjects matter experts must be brought together from every business unit and suppliers should also be invited to participate in the meetings to provide their valuable feedback for improving P2P cycle. The existing technologies such as SAP must be customized and aligned towards the business requirements and goals. After the work shop following, new process should be defined and pilot using a planned technology should be started. Training and deployment of other users should take place after previous step mentioned. The last step is monitoring, evaluation and improvement of the system. For this purpose it should be ensured that all catalogues are up to date, and there are periodic meetings with the suppliers and user groups (Interagency Procurement Working Group, 2006).
[bookmark: _Toc426443526]Approval, contract and purchase order operation
Review of contract is a necessary step in contracting. This is an independent advice that the acceptability of the procurement process will be undertaken or not. The approval of the contract must follow the next factors:
· There should be clear specification in terms of quality and quantity of goods from the suppliers. 
· The contract offer should follow the fair, transparent and reasonable process. 
· The approval should be done on this basis that offers of supplier adequately fulfil the business requirements of the company.
· The procuring authority has to check that the price quoted is justified in relation with quality of products. 
· The process of identification of suppliers and selection of them should be done by researching their availability through internet, trade publication, and yellow pages. 
· The list of potential suppliers should be developed after that (Handfield, 2011).
For selecting the suppliers and forming contract with them, it is necessary to know their business competency, their primary customers, their financial abilities, their available facilities, their interest in serving company’s interests, and their state of art technology. After selection of suppliers, request for proposal than should be communicated to suppliers. The request for proposal must provide sufficient time for suppliers to respond. The bid should be that evaluated to select the most attractive proposal from the suppliers. 
In the purchase operation, it is essential to have good negotiation skills and purchase managers must do their homework, have clear understanding of company’s requirements and objectives, able to devise strategies, able to implement business goals, should know that where they can compromise and where not in negotiation, should have technical. Financial and legal competency and are able to make an effort to understand the strategy of suppliers and can determine that what supplier can gain from the negotiation process (Handfield, 2011). 
In addition, the contract signed by company senior officers and suppliers must have sound mind to negotiate on contract. There should be no deliberate hiding of facts and the persons involved in contract must agree upon the contract terms. If the misunderstanding is found in the contract in terms of nature or terms of contract, or about the identity of person or inability to understand the subject matter of contract, it cannot be justified as a contract. Free consent is important, That’s why it shouldn’t contain representation, fraud, mistake and undue influence. The contract object also must be lawful means there must not be any terms with suppliers that violates the laws otherwise the contract will be void (Europian Bank for Reconstruction and Development, 2014)..  
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The different types of purchases are illustrated on the figure below.
Raw materials that have lack of processing for making new products are one kind of purchase and this category involves purchasing of petroleum, zinc, lumber, coal, silver and gold. The next purchasing types are semi-finished products and components that are purchased from suppliers to make final products and the examples are assemblies, sub-assemblies, systems and sub systems.

Figure. 1 Types of purchases
Source: CSCMP & Tate, 2014.
The finished products do not require the major processing and these are furniture, carts, cars and computers. The maintenance, and repair items are the next purchase type that assists organization to make products and these are spare parts, office and cleaning supplies. The production support items are the next purchase type that is inserts, bags, tape and shrink wrap. The services are a kind of purchase that is required to support the business facility and the examples are customer support, legal, facilities and temporary labour. The purchase of capital equipment are the assets intended for use for more than a year and the examples of this kind of purchase are machinery, computer system as well as material handling equipment. The last purchase type is transportation and third party buying that is a specialized service type for managing the inbound and outbound flows of materials and the examples are ocean, truck, rail, multi model and 3PL. 
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[bookmark: _Toc426443529]Policy overview
The policy overview should consider the organizational and governmental rules, and procedures of purchasing policy for better implementation of purchasing policies.  
[bookmark: _Toc426443530]Purchasing policies
Mission statement. The mission statement should reflect that organization wants to procure highest possible quality of goods and services at lowest cost. For this purpose, necessary training about the requirements of purchasing process must be provided to concerned persons. There should be assistance in problem identification and findings of best solution with consideration of budgetary constraints (Ashfield Council, 2000). 
The purchasing policies rules and guidelines. According to Laserna (2012), the authorization limits must be placed to the respective persons who are liable for purchasing. There should be ethical practices in purchasing and there should be no undue advantage offered to any supplier. The purchasing system should be such that it provides best value for money. The procedures for purchasing must withstand public scrutiny. 
Author emphasizes importance of the providing an open competition to suppliers. The buyer must not give preferences to particular suppliers who purchase anything from company. Also buyer should not expect suppliers to purchase its products as a precondition for securing purchase contract. Unauthorized visits of suppliers or their contacting non purchasing personal must not take place for a fair purchasing procedure. 
There also should be a policy that business transactions should be prohibited with those suppliers who have employed the former employee of organization because of these former employee familiarity with the inside or confidential information about the company. The purchasing policies must support and develop the local sources of supply for fulfilling social obligation and minority business objectives. The purchasing policy must consider the environmental issue such as using the recycled materials and it should comply with local, state and national regulations. The purchasing policy should also mention how to properly dispose the hazardous materials. 
It is important for the purchasing policy to include the transparency and integrity factor and should support and develop those suppliers working to improve delivery, quality and minimize cost. Purchasing policies should provide an open communication base with suppliers. The purchasing procedure must comply with organization polices and must consider the sustainable management of environment. Purchasing policies must define service level as well as standard and quality of goods. 
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The best practices in diverse supplier development are illustrated here.
There should be sample support of the executive leadership that is helpful in setting the supplier diversity expectation. The executive leadership assists in making departmental manager more responsible to purchase by requesting them to submit spend report and evaluating them for their performance. There should be a higher level committee to monitor the purchasing activities (Ethical trading initiative, 2010). 
For promoting the diversity in supplier network, electronic procurement system must be used for ensuring transparency and accurate tracking of procurement and, as well as helping vendor for online registration and managing vendor directory. The electronic procurement system can send the notification to local and diverse businesses and that can also assists in promotion of diverse supplier management (Lorentz, Helen, 2009). 
There should be decentralized purchasing system to promote the supplier diversity. The training and motivation to staff must be offered so that they can be familiar with the various features of suppliers’ diversity. The supplier diversity demands positive relations and motivation so there should be awards and positive public relations with the suppliers and sanctions should not be imposed much. Organizations should encourage partnership with the suppliers to promote supplier diversity management and there should be strong relationship with the suppliers. There should be strategic usage of under threshold contracts to promote the supplier diversity. The subcontracting and 2ndshould be taken into consideration for supplier diversity. The barriers related with financing, loan guarantee and bonding must be eliminated. Comprehensive internal and external communication must be established. There should be supplier diversity development process established that should include executive relationship and one to one coaching. Tracking, goal setting and reporting must be established related with supplier diversity and continuous improvement plan must be implemented (Handfield, 2006). 
[bookmark: _Toc426443532]Purchasing procedures. On the figure 2 there are six steps that illustrate the purchasing procedures. 

Figure 2. Purchasing procedures
Sources: Laserna, (2012), Ministry of Finance Government in India (2006).
First step of procurement process is to identify opportunities for fulfilling the business need. In that material requirement such as equipment, raw materials, components or finished products should be determined. If there is service requirement that transportation carriers, hazardous waste handle by people, computer programmers and maintain service providers should be taken in to consideration.
The second step includes the purchase requisitions and contains the description of material required, data and quantity required, estimated unit cost, operating account that has to charged, requisition date, required date, and authorized signature. 
The third step is to undertake the strategic analysis that considers the suppliers and internal customers for analysis of process to understand that where opportunities are present for value delivery and elimination of waste. The list of potential suppliers must be evaluated. For supplier’s assessment, their equipment and facilities must be checked that whether they are up to date and can be expanded in the future. The processes such as process cycle time, quality control program, working conditions and other must be taken in to consideration. The suppliers’ management capabilities such as project management skills, long term strategic vision, and their view point for the company, their leadership and other factors must be analyzed. Their information system are up to date or not and what kind of training is required should be checked. The supplier evaluation criteria should check the planning and control system of suppliers, their environmental regulation compliance and their products and services price, quality, service and delivery must be analyzed. 
After that a weighted point methods should be used to rank suppliers. Then is the tender invitation to selected suppliers and issuance of tender document should be administered. Tender receiving and awarding the contract to the suppliers is the next step. The last step is to administer the contract with suppliers. 
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[bookmark: _Toc426443534]Internal and external integration
The internal integration is among the various departments of the company internally to enhance the competitiveness. The internal integration should be among the material department, production department and distribution department for creation of value network. It is found that internal integration can help company to realise a better performance. It can help in achieving costs, management of stock outs and reduction in lead time that ultimately enhances the performance of company and satisfaction of customers. Similarly, external integration that considers the suppliers, internal supply chain and customers (Gimenez, Ventura, 2003) is beneficial in achieving the timely delivery of products, lead time reduction, cost control and quality improvement. 
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The critical role of cross functional team is crucial for the supply chain management. The cross functional team is created by the executive vice president and it is formed for a specific business need. It is made to deliver specific business outcomes and it consists of many functional representative and the cross functional team aligns towards the organizational goals than the departmental goals thus reducing the tension and conflict between the departmental managers and enhances coordination and cooperation. Here the functional team members work with collaboration. This smoothens the process of supply chain and delivers well for company because it consists of experts that address the complex issues of organization (Handfield, 2005).
[bookmark: _Toc426443536]Integrating supply management, engineering and suppliers to develop new products and services
The integration of supply management, engineering people and suppliers can help to deliver new products and services as the internal integration, external integration, cross functional team and support of engineering department can eliminate the processes barriers and smoothens the process for delivery of products. It provides technical assistance for supply chain management and software such as SAP can be customized according to needs of supply chain management (IBM Knowledge Center, 2014).
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[bookmark: _Toc426443538]P/SM organizational structure
The supply chain organizational structure involves the horizontal and vertical differentiation. The horizontal differentiation takes care of separating the workers by task and they have different tasks assigned such as acquisition of raw materials, or finished goods and services items. The vertical differentiation provides workers different ranking on the basis of seniority and experience (IBM Knowledge Center, 2014) it should be more flexible and should assign tasks on the basis of competency of people. The ideal supply chain structure should be integrated supply chain to help company to take formal control on its suppliers by mergers and acquisitions, the integration can help company to create an entry barrier for the competitors and to reduce the costs of supply chain. 
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The location of authority should be a fine balance between centralized and decentralized. This can assist organization to promote suppliers diversity and control and monitor the activities of supply chain network. The decentralized location of authority is suggested because it takes care of local needs of departments and there are procurement managers and departments to purchase theirown purchasing (Karani, 2011) and the decentralized purchasing makes the purchasing managers more accountable in purchasing. So there should be an ideal combination of centralized and decentralized purchasing.

[bookmark: _Toc426443540]Conclusions
In order to understand how the purchasing role can be made effective in supply chain management, it is necessary to conduct a study that that examines all aspects of the role of purchasing in supply chain management.
 In the new century, purchasing has taken a prominent role and this is reflected by the strategic role purchasing plays. It assures organization for cost mitigation, improvement in productivity and stakeholder’s satisfaction. It helps to support business operation requirement by buying requisite products and services and assists departments for their better functioning. It also assures that products should be sourced at right price and from the competent source with right quantity. 
As the customer satisfaction and stakeholder’s profits can be ensured with effective and prompt delivery of products and services to customers and the distribution channel has become the very important element for success in market, purchasing department is playing the strategic role in catering the organization business objectives. Purchasing department assists in lean manufacturing and cost cutting and it creates strategic relationship with suppliers for continuous supply of products and services through partnership and merging with suppliers and making them a part of organization. Purchasing assists in manufacturing, physical distribution centers, research and development, information technology implementation, and in transportation and other services. As these departments play very crucial role for success of organization, it reflects the importance of purchasing in organization.
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Step 1


To identify opportunities for fulfilling the business need. In that material requirement such as equipment, raw materials, components or finished products should be determined.


Step 2 


To analyze the situation
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To undertake the strategic analysis 


To send a tender invitation 


To use the weighted point methods 
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 To administer the contract with suppliers. 
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To receivie and award the contract to the suppliers 
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