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Abstract — Procurement practices aim at ensuring that organizations get value for money when committing their expenditure. This
involves the firm meeting its strategic objectives by purchasing the required goods and services from the right suppliers in an efficient
manner. The company under this research is one of the cement industries of Pakistan with the annual dispatch of 45 million tons of
cement. For this research Interviews were conducted, data were collected from a software used Sap, collected data were filtered and
desired information was retained for research work and were analysed and gaps were identified in the process followed, and also future
recommendations for the remedy of these gaps were made. Departmental and parts wise analysis were done which were further subdivide
for proper analysis and results. The research objective of this study was to evaluate the procurement process followed by the organization
and identify gaps. The research was done for the fiscal year 2017-18. Collected data were presented in the form of tables, charts and

graphs.
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I. INTRODUCTION

There are many challenges to supply chains in today’s
world due to the involvement of multiple factors, such as:
quality; uncertainty; agility; cost; asset safety and utilization;
flexibility; reliability; responsiveness etc. Therefore, supply
chain of a company must adapt to the constant internal and
external changes. (Phelps, 2006) indicated that almost up to
80% expenses are in supply chains. Thus, whether it is multi-
factor challenges or expenses, managing supply chains
effectively — i.e. whether responsive, efficient or hybrid — is
key for competitive gains as companies with better supply
chain management has growth rate from 7-26% above
industry average (Phelps, 2006). For this effective
management, supply chain performance measurement is
pivotal (Shepherd and Gunter, 2006, Chae, 2009). There has
been increased pressure for the merging of procurement
procedures and objectives with the organization’s goals. The

supply chain has been directly linked to the overall company
performance and this has therefore made procurement
practices vital to company success. Procurement practices
positively impact an organization’s financial performance.
Most organizations use a substantial amount of their income
in procurement and therefore recognize the importance of
strategic procurement practices Carr and Pearson (2002).
Directors and heads of procurement department greatly
influence supplier evaluations and the drafting of
specifications to ensure the organization gets the best value
for its money.

II. LITERATURE REVIEW

Today we realize that competition is between supply
chains and no more between companies (Erkan and Bac,
2011). So, effective Supply Chain Management (SCM) is
critical for protecting competitive advantage and
performance improvement of a supply chain (Trkman et al.,
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2007). SCM is the smooth flow and transformation of
material from the origin to point of consumption. It includes
flow of: materials; information; and money. Conventionally,
for functional products the critical factor is cost efficiency
and that for innovative products is responsiveness (Fisher,
1997).0rganizations usually consider themselves successful
in managing their supply chains, however still there are gaps
(Elmuti, 2002). As demand for SCM is growing among
employers, more universities are adding advanced courses in
SCM (Ellram and Cooper, 2014, Webb et al., 2014). This
move will further enhance the body of knowledge for supply
chain decision making. Conceptually, various supply chain
decisions can be segregated in terms of their implications,
i.e.: operational; design; and strategic (Huan et al., 2004). For
the effective management and decision making in supply
chains, performance measurement is fundamental Title
(Neely et al., 1995) defined Performance measurement as the
method of calculating effectiveness and efficiency, by
gathering, analysing and/or reporting information regarding
performance of an individual, team, component or an
organization. For organizations, it involves studying:
processes /strategies; and existing Parameters or phenomena.
The purpose is to evaluate whether outputs are in line with
what was planned. Performance measurement of supply
chains permits understanding across stages in the chain and
promote communication and integration. Supply chain stages
may have different goals and missions, however, the
introduction of performance metrics across the chain can help
in: aligning organizations; redesigning business goals;
developing comprehensive —strategies; and reforming
processes to meet demands of SC (Chan and Q1i, 2003).

III. PROCUREMENT PRACTICES:

Procurement practices aim at ensuring that organizations
get value for money when committing their expenditure. This
involves the firm meeting its strategic objectives by
purchasing the required goods and services from the right
suppliers in an efficient manner. Timeliness, user integration
and process efficiency are used as indicators to measure
purchasing. Procurement plans in the long run helps
organizations save costs and organizations that purchase
items without a procurement plan in the end incur a lot of
costs. Money spent to boost service levels in the long run
increases market share and business performance. Cost
savings are achieved through procurement of quality goods
and services, economies of scale and the reduction of
products in stock. The use of information technology in
procurement, quickens order fulfilment and improves
purchaser supplier relationship. Procurement practices

reduce the amount of resources allocated, increases
profitability and improves the quality

Procurement Process in Cement Industry

Procurement is the process of finding and agreeing to
terms, and acquiring goods, services, or works from an
external source, often via a tendering or competitive bidding
process. Procurement is used to ensure the buyer receives
goods, services, or works at the best possible price when
aspects such as quality, quantity, time, and locations are
compared. The cement industry plays a major role in the
economy of Pakistan in terms of employment creation and
total contribution to Gross Domestic Product (GDP). With
the number of players increasing in the industry, competition
has been heightened. This call for the firms in the cement
industry to plan ways to enable them stays competitive. One
of this ways is to reduce on the supply chain costs by
effectively managing their supply chains. New ways of
technology and globalization have created an abundant of
business opportunities and challenges to be tapped and
mastered. Effective supply chains provide opportunities to
create a sustainable competitive advantage (Tracey, Lim, &
Vonderembse, 2005).The idea of supply chain management
is to evaluate the processes of planning, implementing, and
controlling the movement of materials. With the swift
development of computer technology the meaning of
procurement have been very different from past in modern
economics, and the idea of supply chain integrated make the
purchasing decision bound to the coordination and demand of
supply. The process of procurement in a cement industry in
Pakistan which is under discussion deals with the followings

Table 1: Procurement Process

= Requirement

= Selection of suppliers and issuance of RFQ

= Competitive Statement

= Purchase approval

= Goods receipt and inspection

= Payment Processing

= Efficiency of procurement processes

The process starts with the requirement or demand of any
department within the cement industry, by creating a
purchase Requisition (PR) in a software mostly SAP or
ORACLE with complete information about the Part or
component required, afterwards that PR is received to the
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Procurement department and from here the procurement
department starts their process by first preparing a request for
quotation (RFQ) to different supplier depending upon the
requirement of the department, as the quotations are received
from different supplier minimum three in the time frame. A
comparative statement (CS) is generated by the concern
officer in the procurement department and sends to the
relevant department from where the demand came.

IV. RESEARCH METHADOLOGY

A case based research was carried out for finding out the
existing performance and opportunities in the supply chain
activities performed by Procurement Department of Cement
Company in Pakistan. A step-by-step process was followed.
The focus of these steps is highly operational. Performance
of the existing processes and activities was measured and
building an As-Is Model. Gaps were identified and reasons
for these gaps were sought out and presented. To-be model
was then developed.

Table 2: Research Data:

Total Average | Total Pending | Dailyy
Orders | Delivery | Ordered Quantity | PR’s
Days quantity

14619 51 221568919.5 8463 37

Case 1: Department Wise:

There are different departments in the company under
research, but few of them are major which are following the
procurement process of the company, only those departments
where consider under this research and evaluated according
to their requirements and orders placed to procurement
department. Basic parameters for evaluation were quantity
required and time taken by procurement department to release
PO for them. The department under research were
Mechanical, electrical, Auto, instrument and General.

B Mechanical mElectrical = Auto

Instrument M General

Figure 01: Departments Analysis
Case 2: Parts Wise:

As there are different parts which are ordered on daily
basis by different departments depending upon their
requirements and usage. Some of them are very important and
critical and must be delivered on due time. While some of
them are ordered as stock level and are running usage items
or spheres. Keeping in view the criticality and importance of
parts, few of them is taken for the research purpose and their
procurement process is evaluated which includes the
following parts which included Filters, Belts, Bearings and
Bolts.

100

80

60

40

20

M Filters m Belts = Bearings Bolts

Figure 02: Parts Analysis
V. CONCLUSIONS:

Overall 50 days on average for the fiscal year 2017-18 are
required for any purchase requisition to reach to the final
stage of purchase order. Whereas mechanical department’s
purchase request took 53 days, electrical department’s 61
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days, auto department 64 days, instrument department 80
days and general department took around 42 days.

Likewise different parts were analysed and the results are
as under for filters the process from purchase request to
purchase order took 79 days, for Belts it was 41 days, for
bearings it was 46 days and for bolts it took 36 days the
process to be completed in the fiscal year 2017-18.
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