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Introduction. 
Procurement entails acquiring goods and services with the objective of businesses to obtain the right quality, in the right quantity, at the right price, from the right source and at the right time to enhance organizations’ main and ancillary activities (Coyel et al., 1988; Shah & Hasan, 2016).  
Until the late twentieth century, generally, procurement was not viewed as a vital aspect of any organization’s performance and ability to compete. However, when the global markets began to develop, this also brought with it the need to create formidable procurement systems. Moreover, sustainability and the company’s competitive advantage remain a key goal, and they recognize the valuable role of procurement within them. Dahwa et al. (2013) also maintain that procurement processes have moved from administrative to strategic, creating competitive advantage as it forms an important aspect of organizations. Studies indicate that over time procurement operations consider organizational needs and try to build connections with suppliers while understanding customer requirements (Sullivan & Kern, 2021). As a result, even as supply chain management is developing, the reliance on procurement procedures brings to the fore the extent of competitiveness and expertise of organizations. Notwithstanding, recent studies show the positive impact effective procurement has on the quality of products which reflects the worthy relationship between buyer and provider and the high performance of organizations (Onkal, 2011). 
Better procurement management can result in significant savings in the public budget as well as greater investment. EU Commission 2017
The level of success of procurement implementation, from procurement planning to work handover, can be used to measure the performance of the procurement process for goods and services. Focussing on procurement performance can provide organizations with benefits such as cost savings, increased profits, supply assurance, improved quality and competitive advantage. Batenburg, R. & Versendaal, J. 2006 
Therefore, Monczka et al. (2015) define procurement as using the ‘five rights: getting the right quality, right quantity, at the right price, for the right place, from the right source. Long term, it helps the organization by:
· Ensuring the quality of the products and services is acquired.
· Purchasing the correct quantity of product or required services since the increased cost in services could result from either over or under quantities.
· Using procurement specialists to constantly forecast expenditure and cost in timely. 
· It impacts the pricing of products and services that must be maintained with the right source. This also entails the cost of moving such products or services through the supply chain, ensuring that they are delivered to the designated place.
· In essence, the notion of ‘the last mile’ in the supply chain process and distribution planning emphasizes the end-user. 
b) Category management and the types of commodity procurement.
In organizations, operations are required to increasingly focus on increasing the bottom line to ensure funding for future expansion and increase organization efficiency and profitability. Strategic procurement in form of category management, therefore, comes into centre play by enabling procurement transition from an ad-hoc support function to a long term strategic one. Erick P, (2012)
The successful implementation of category management in procurement can help organizations improve their Earnings Before Interest and Tax margin significantly through savings of 3-10% which directly translate to the bottom line (Delta Partners 2010) 
Category management is a concept in which the range of products purchased by an organization is broken down into discrete groups of similar or related products known as product categories. It is then managed as business units. (Harris, 2008)
In procurement and supply management, category management refers to organizing the resources of the procurement team to focus on the organization's supply market as opposed to the internal structure of the organization. The supply market approach helps in leveraging and optimizing purchasing decisions. Category management can be viewed as a holistic approach to procurement where the emphasis is on driving savings from 360 degrees instead of on a percent basis (Weston, 2009) 
Example - Categories in an organization like travel or Information Technology (IT) services and equipment. Each of these categories can be managed as one unit independent of the department requesting the services. When the travel plan for the whole organization is put in place, then the category management expert gets insights into the rends and gets a single supplier for all the tickets or partners with an airline for a full annual travel solution. For IT services and equipment, a category management strategy help in getting the full view of the organization's requirements, looks at the direction technology is taking in the years to come and seeks the best partnership as opposed to short term functional solutions. The category management solution may include the provision of compatible equipment where an organization do not own the assets but gets service from an IT service provider. 
Depending on the value of the procurement and/or the nature of the products to be procured, the following are the main methods of procurement.
“Shopping”: there is usually a threshold under which organizations authorize the procurement unit to simply buy the products without any formal competitive bidding. E.g. an organization may define this non-competitive method of procurement in its procurement manual as a method of procuring all items estimated to cost less than $1000. However, there is the risk of splitting procurement to get over this regulation.
Limited-competitive bidding: only a limited number of suppliers are invited to participate in the bidding process. This occurs when the organization or procurement agency have rules and regulations limiting procurement of certain products from only pre-selected suppliers. In this scenario, it is important that the procurement unit carefully documents the rationale behind the limited-competitive bidding. For E.g. an organization could use this method for commodities over $1000 to get 3 quotes and with a threshold of up to $100,000 in total. 
Competitive bidding: Suppliers are invited to submit formal bids in response to a tender which is publicly published, advertising the scope, specifications, and terms and conditions of the proposed contract, as well as the criteria by which the bids will be evaluated. The procurement unit creates a tender document, to solicit formal offers from suppliers. 
The competitive bidding procurement method is used by organizations for complex procurements involving services where much more detailed decryption of the services required is provided in the scope and specifications. The procurement of a building construction fits this method of procurement. 
Sole-source procurement: only one single supplier is invited to participate in the bidding process. This occurs when only one source can supply the requested product. In this scenario, it is important that the procurement unit carefully documents the rationale behind the sole-source justification. E.g. this method can be used by organizations where the item under consideration is patented or produced only by the supplier. The Pfizer COVID-19 vaccine is produced by Pfizer as the sole source and any organization requiring it will have to procure it from Pfizer. 
c) Types of contracts for a company – John Snow Incorporated
For any deal that’s done between two organizations, a contract needs to be drawn up. In the case of one organization buying goods or services from another, a procurement contract is required. So, what is a procurement contract?
Put simply, a procurement contract is a document that details the legally binding agreement between a buyer and seller. The purpose of a procurement contract is to delineate the rights and duties of each party. Upon signing a procurement contract, the supplier will be contractually obligated to fulfil its terms – usually with regards to quantities, quality of goods and timeframes for delivery. The buyer, in return, is obligated to acknowledge receipt of goods or services and pay for them. Establishing the foundation of the business relationship, procurement contracts set forth the parameters of the deal, including:
· Vendor selection
· Product selection
· Vetting
· Payment terms and conditions
· Contract negotiation
· Product management (ordering, payment and delivery)
And set the stage for a mutually satisfying business relationship overall.
The significance of the procurement contract cannot be over-emphasized.
The adage, “time is money,” is at the heart of the procurement contract. To maximize profits and survive in a competitive marketplace, businesses need to be able to rely on their suppliers. Conversely, suppliers need to be able to trust that if they meet their end of the bargain, they will receive the agreed-upon compensation. An effective procurement contract solidifies business relationships by protecting both the buyer and seller. By including agreed-upon details — including the quality of the materials to be used, the parameters of the services to be provided, delivery times, fees, costs, etc. — procurement contacts provide a solid blueprint that allows both parties to collaborate confidently. In addition, procurement contracts allow businesses to diversify and use resources more effectively. Companies can outsource specific actions and processes to vendors who can fulfill their needs more cost-effectively by using procurement contracts. Vendors often produce products more cheaply and provide more comprehensive service at a better price because they operate on a larger scale through their agreements with similar businesses. For example, a company can outsource customer service to a third-party vendor who can fulfill that need at a lower cost because that vendor already has the customer-service infrastructure in place and supplies similar services to other businesses.
The procurement contract process starts with it being generated by the buyer. At the start, the project team communicates with the buying department to establish what will be needed for a project, including materials, services, staffing, technical specs and other requirements.
From there, the procurement team takes over, using this information to solicit bids from various vendors. Once a proposal is selected, the buyer uses the information gleaned from the buying department and project team to create the procurement contract.  Contract management for procurement contracts requires managing vendor relationships and coordinating across the different parties at every step of the process.
John Snow Incorporated (JSI) is an organization that is into procurement and logistics of health commodities. In contracting for commodities and services from suppliers, JSI will have a variety of contracts to choose from. Generally, the contracts can be broken down into the following categories:
1. Fixed price contracts
2. Cost reimbursable contracts
3. Time and materials contracts 
There are, however, subtypes of each main type of contract. It’s crucial that the procurement team understand the differences as using the right procurement contract is crucial to the success of any given procurement. Ultimately, the onus is on procurement management to select the contract that satisfies JSI requirements. 
FIXED PRICE CONTRACTS
With a fixed price contract, the vendor agrees to supply a product or service for a fixed price. This means that the seller bears most of the risk – once the contract is signed, the seller must produce the goods. If costs end up exceeding the agreed-upon amount, it is the seller that must shoulder them.  
As such, fixed price contracts have the least risk for the buyer. That said, what can sometimes happen is that the seller ups the price to allow for any risks, which may mean you end up paying more for your goods. Nonetheless, this type of contract is best used when you know exactly what the project scope is – since the cost cannot change, this contract is ideal for controlling price. Let’s briefly consider the subtypes of the fixed price contract:
Firm Fixed Price (FFP): The seller must complete the job or supply the product or service within an agreed amount of time and at a set price. 
Fixed Price Incentive Fee (FPIF): Identical to a FFP contract except that the seller may receive an additional monetary incentive if they perform well – for example, completing the project ahead of schedule. While there is no universal optimized FPIF model, contract parameters can be adjusted to best suite both sides. Flexibility thus come with greater complexity, but when properly executed, FPIF contracts can be highly effective in motivating contractors to control cost (Hurt et al. 2015)
Fixed Price with Economic Price Adjustment (FP-EPA): Used in multi-year agreements to protect the seller from inflation – for example, costs will increase 3% after a certain amount of time. 
JSI makes use of the fixed price contract and its subtypes to procure pharmaceutical commodities such as drugs from its suppliers. When placing international tenders for the supply fo drugs, JSI states clearly that it intends to enter a fixed price contract with successful suppliers. This is because drugs are well suited for this type of contracts as described above and this has proved successful for JSI over the years.
COST REIMBURSABLE CONTRACTS
Cost reimbursable contracts are best suited to projects when the scope of work is not fully known or will likely change by the end of the project. With this type of procurement contract, the buyer pays the seller for the actual cost of the work performed – including the costs of materials, equipment and salaries – plus an additional fee on top, which represents the seller’s profit.
Again, there are subtypes of cost reimbursable contracts:
Cost Plus Fixed Fee (CPFF): The buyer pays the seller for all incurred costs plus a pre-negotiated fee, which is paid regardless of the seller’s performance. 
Cost Plus Incentive Fee (CPIF): The same as CPFF, the difference being the fee is based on achieving certain performance objectives outlined in the contract – for example, if the project is completed under budget, the seller receives X% of the savings. 
Cost Plus Percentage of Cost (CPPC): The buyer pays all of the seller’s costs, plus a percentage of those costs as a fee. Considered risky for the buyer as sellers may artificially increase their costs to get a higher profit. 
On the other hand, JSI is contracted by donors such as European Union, Foreign, Commonwealth and Development Office and United States AID on a cost and reimbursable basis to undertake projects in developing countries on their behalf. Such projects are in areas of health such as Malaria, provision of essential drugs to health facilities, HIV/AIDS and other diseases. Example of such project includes; Supply Chain Management Project which was awarded to JSI by US AID in 2007 and which ended in 2016.
TIME AND MATERIALS CONTRACTS
With this type of contract, both the buyer and the seller share the risk. It is used in industries such as construction when the seller provides labour as well as materials. The buyer pays for the materials plus a per day or per hour rate for all staff the seller provides to complete the work. When negotiating a time and materials contract, it’s crucial that you set an upper limit for billable hours to prevent the project from going over budget. 
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