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Procurement Software: Procurement Simplified

Procurement software automates and streamlines the process of acquiring goods and
services for your business. This includes tasks like creating purchase orders, managing
supplier relationships, tracking inventory, and processing invoices.

Here's a breakdown of its features, benefits, and considerations for small businesses:

Salient Features:

Purchase Order Management: Create, track, and approve purchase orders
electronically.

Supplier Management: Manage supplier information, track performance, and
automate communication.

Cataloging and Inventory Management: Maintain a centralized catalog of goods
and services, track inventory levels, and set reorder points.

Workflow Automation: Automate approval processes, routing purchase orders, and
invoice processing.

Spend Analysis: Gain insights into spending patterns, identify cost-saving
opportunities, and optimize supplier relationships.

Reporting and Analytics: Generate reports on procurement activities, track key
performance indicators (KPIs), and gain valuable insights.

Benefits:

Increased Efficiency: Automates manual tasks, reduces errors, and saves time.

Improved Cost Control: Streamlines purchasing processes, identifies cost-saving
opportunities, and negotiates better deals with suppliers.

Enhanced Transparency: Provides a centralized platform for managing all
procurement activities, leading to better visibility and control.

Improved Supplier Relationships: Streamlines communication, simplifies
collaboration, and strengthens relationships with key suppliers.

Data-Driven Decisions: Provides valuable data and insights to optimize
procurement strategies.

Disadvantages:

Implementation Costs: Requires initial investment in software and potential training
for users.

Complexity: Feature-rich software might require some learning curve for small
teams.

Integration Challenges: May require integration with existing accounting or ERP
systems.

Procurement Strategy for Small Businesses:
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o Define Needs: Clearly identify your procurement needs and desired functionalities in
the software.

o Analyze your current procurement process: ldentify pain points, inefficiencies,
and areas for improvement.

o Gather input from stakeholders: Understand the needs of different
departments and their procurement requirements.

o Define your overall procurement goals: Do you prioritize cost savings,
efficiency, risk management, or supplier relationships?

o Consider your business size and resources: Choose functionalities relevant to
your scale and budget.

o Prioritize Features: Focus on features that address your biggest pain points and
offer the highest return on investment.

o List all desired features in procurement software.
o Rank features based on their potential impact on your defined goals.

o Focus on features that address your biggest pain points and offer the highest
return on investment.

o Consider features like:
o Purchase order management: Streamlining order creation and approval.

o Supplier management: Centralizing supplier information and
communication.

o Inventory management: Tracking stock levels and optimizing reordering.
o Workflow automation: Automating repetitive tasks for efficiency.

o Spend analysis: Gaining insights into spending patterns and cost-saving
opportunities.

o Reporting and analytics: Tracking KPIs and making data-driven decisions.
e Scalability: Choose software that can grow with your business needs.
o Choose software that can grow with your business needs.

o Consider features like user management, data storage capacity, and
integration capabilities.

o Opt for cloud-based solutions that offer easy scalability as your business
expands.

o Cost-Effectiveness: Consider budget constraints and opt for solutions with
affordable pricing models.

o Set a realistic budget for procurement software.
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o Compare pricing models offered by different vendors: subscription fees, per-
user fees, or transaction-based fees.

o Consider the total cost of ownership (TCO), including software cost,
implementation, training, and ongoing maintenance.

o Look for solutions with flexible pricing plans that adapt to your business size.

Additional Tips:

O

O

Conduct thorough research and compare different procurement software options.
Read reviews and testimonials from other small businesses.

Request demos and free trials to evaluate the software firsthand.

Involve key stakeholders in the decision-making process.

Consider the long-term benefits of implementing procurement software, not just the
initial cost.

By following these steps and carefully defining your needs, prioritizing features, and focusing
on scalability and cost-effectiveness, small businesses can develop a successful
procurement strategy and select the right software to optimize their procurement processes
and achieve their desired goals.

Key KPIs for Procurement:

Purchase Order Cycle Time: Measures the average time it takes to complete a
purchase order.

What it measures:

The average time it takes to complete a purchase order, from initiation to receipt of
the goods or services.

How to calculate:
o Track the date a purchase order is created.
o Track the date the goods or services are received.
o Calculate the difference between these two dates for each purchase order.

o Average the time differences across all purchase orders within a chosen
period (e.g., month, quarter).

How to improve:

o Implement workflow automation tools to streamline purchase order approvals
and processing.

o Improve communication and collaboration between departments involved in
the process.

o Negotiate shorter lead times with suppliers.

o Set clear expectations and deadlines within the purchase order process.
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Maverick Spending: Percentage of spending outside of approved channels.
What it measures:

The percentage of spending that occurs outside of approved channels, often through
unauthorized purchases or bypassing procurement procedures.

How to calculate:

o Identify all spending outside of the approved procurement channels (e.g.,
credit card purchases, direct vendor payments).

o Divide the total maverick spending by the total procurement spend during the
chosen period.

o Multiply the result by 100 to express it as a percentage.
How to reduce:

o Implement clear procurement policies and procedures, including purchase
order requirements.

o Educate employees on the importance of following procurement guidelines.
o Simplify the purchase order process to make it user-friendly and efficient.

o Offer alternative solutions for urgent or specific needs within the approved
channels.

Supplier On-Time Delivery: Percentage of orders delivered on time by suppliers.
What it measures:

The percentage of orders delivered by suppliers on time, as agreed upon in the
purchase agreement.

How to calculate:

o Track the number of orders received on time within the agreed delivery
window.

o Divide the number of on-time deliveries by the total number of orders placed
with the supplier during the chosen period.

o Multiply the result by 100 to express it as a percentage.
How to improve:
o Negotiate clear and realistic delivery timelines with suppliers.
o Monitor supplier performance and track their on-time delivery rate.

o Implement performance-based supplier contracts that incentivize on-time
deliveries.

o Build strong relationships with reliable suppliers who prioritize timely
deliveries.
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e Cost Savings: Amount of money saved through better negotiation and optimized
procurement processes.

What it measures:

The amount of money saved through better negotiation, optimized procurement
processes, and cost-reduction initiatives.

How to calculate:

o Identify specific cost-saving opportunities achieved (e.g., negotiated
discounts, reduced supplier costs, process efficiencies).

o Quantify the monetary value of each cost-saving opportunity.
o Sum up the total amount of cost savings achieved within the chosen period.
How to achieve:

o Conduct thorough market research to identify competitive pricing for goods
and services.

o Negotiate effectively with suppliers to secure better deals and discounts.

o Implement cost-saving strategies like standardization, consolidation of
purchases, and waste reduction.

o Utilize procurement software to gain insights into spending patterns and
identify potential savings opportunities.

By tracking and analyzing these KPIs, small businesses can gain valuable insights into their
procurement performance, identify areas for improvement, and implement strategies to
optimize their processes, reduce costs, and achieve their procurement goals.

Procurement Tools for Small Businesses:

e Procurify: User-friendly and affordable solution with core procurement
functionalities.

e Kissflow Procurement Cloud: Customizable platform with workflow automation
capabilities.

e Order.co: Simple and intuitive solution for managing purchase orders and approvals.
e Teampay: Focuses on streamlining invoice processing and payments.
e Precoro: Offers advanced analytics and spend management features.
Choosing the Right Tool:
o Evaluate your needs and budget.
o Consider user-friendliness and ease of implementation.
o Check for integration capabilities with existing systems.

o Read reviews and compare features offered by different vendors.
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By implementing procurement software, small businesses can significantly improve their
procurement processes, gain better control over spending, and achieve cost savings.

To know more, subscribe to the platform and find out more about supply chain management
tools & resources.
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