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1. Introduction 

Purchasing is the organised acquisition of goods, services, and works that an organisation requires to 

accomplish its operational and strategic objectives, undertaken so that the required items are obtained 

at the specified quality, in the desired quantity, at the appropriate time, and at a competitive price 

(Monczka, Handfield, Giunipero, & Patterson, 2019). Long understood as the first phase of materials 

management, purchasing has evolved from a narrowly transactional activity into a function whose 

decisions carry direct financial, quality, and risk consequences for the wider organisation (Burt, 

Dobler, & Starling, 2018). This evolution means that purchasing can no longer be studied in isolation 

from the functions with which it is interdependent—supply chain management, finance, quality 

assurance, and enterprise risk management—nor from the cross-border and regulatory context in 

which sourcing increasingly takes place. 

This paper reviews the purchasing function across four areas. Section 2 sets out the procedural stages 

of acquisition and bidding, from bidder selection through technical and commercial evaluation, 
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negotiation, and post-award administration. Section 3 examines purchasing’s interdependency with 

supply chain management and with the vendor-relationship, financial-management, quality-assurance, 

and risk-management functions that shape purchasing outcomes. Section 4 addresses the financial and 

administrative disciplines connecting purchasing decisions to organisational financial performance, 

including financial-statement analysis, cost management, and contract administration. Section 5 

reviews global sourcing, regulatory compliance, and the good-faith principle governing buyer-

supplier conduct. Section 6 discusses the interdependence of these domains, and Section 7 concludes 

with implications for practice and research. 

 

2. The Acquisition and Bidding Process 

2.1 Selection of Bidders 

Bidder selection is shaped by organisational sourcing goals as much as by supplier capability. Many 

organisations pursue supplier-diversity objectives, such as targeted inclusion of minority- or women-

owned businesses, both as a matter of policy and, in some cases, as a qualifying criterion for contracts 

with entities that themselves operate supplier-diversity programmes (Monczka et al., 2019). 

Geographic criteria similarly shape the bidder pool: organisations may deliberately favour or exclude 

suppliers from particular regions depending on strategic sourcing goals, such as building a regional 

supplier base or securing faster response times and easier collaboration through domestic sourcing 

(Burt et al., 2018). Where a product or service is highly specialised, the pool of qualified bidders may 

be limited to the point that a sole-source arrangement is the only realistic option; in such cases, 

procurement teams must weigh the efficiency of accepting a single qualified source against the loss of 

competitive tension that a wider bidder pool would otherwise provide (Handfield, Monczka, 

Giunipero, & Patterson, 2019). 

 
2.2 The Bidding Process 

Bidding processes vary considerably in formality, from the highly structured procedures typical of 

large corporations and government entities to the comparatively informal arrangements common 

among smaller private businesses (Burt et al., 2018). Formal processes typically specify standardised 

bid forms, multi-department bid-opening procedures intended to preserve fairness and impartiality, 

and strict compliance requirements under which non-conforming bids may be disqualified. Many 

organisations operate a tiered structure calibrated to transaction value: low-value acquisitions may be 

left to user discretion, subject to monitoring for abuse; mid-range acquisitions typically require a 

small number of comparative quotations; and higher-value acquisitions trigger a formal, deadline-

driven bid process, sometimes governed by a weighted evaluation methodology and evaluated by a 

cross-functional committee rather than by a single buyer (Monczka et al., 2019). 

 
2.3 Technical and Commercial Evaluation 

Where required, technical evaluation precedes commercial evaluation and assesses whether a bidder’s 

proposed goods or services meet defined technical requirements, typically scored against a 

combination of general criteria, which contribute to an overall score, and essential criteria, failure of 

which disqualifies the bid outright (Handfield et al., 2019). Commercial evaluation then assesses the 

financial and logistical dimensions of competing bids, including the cost of money associated with 

progress or milestone payments, manufacturing location and associated freight and regional labour 

considerations, manufacturing lead time, transportation time relative to the required delivery date, and 

a range of further commercial factors such as bid validity, packaging, currency of payment, financial 

stability of the bidder, and market or geopolitical risk (Wisner, Tan, & Leong, 2020). Together, 

technical and commercial evaluation provide the evidentiary basis for a defensible, criteria-driven 

award decision. 

 
2.4 Negotiation and Post-Award Administration 

Negotiation is a core purchasing competency, aimed at securing terms advantageous to the buying 

organisation—covering price, delivery, warranty, risk transfer, audit rights, and confidentiality—

while remaining consistent with the supplier’s legitimate commercial interests (Burt et al., 2018). 

Because documented cost savings achieved through skilled negotiation can materially exceed a 
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purchasing department’s operating budget, negotiation capability is properly understood as a value-

generating rather than a purely cost-absorbing activity (Monczka et al., 2019). Once a contract is 

awarded, post-award administration manages the minor, ongoing modifications—quantity 

adjustments, specification changes, or similar amendments—that arise during performance, each of 

which must be properly documented to preserve auditability and contractual clarity (Handfield et al., 

2019). 

 
3. Interdependencies of Purchasing 

3.1 Purchasing and Supply Chain Management 

Purchasing functions within the broader system of supply chain management (SCM), which integrates 

procurement, operations, logistics, and distribution to convert raw materials into finished products 

delivered to the end customer at the lowest total cost consistent with required service levels (Chopra 

& Meindl, cited in Monczka et al., 2019). Effective SCM depends on coordinated planning, 

execution, and monitoring across these functions, with the objective of synchronising supply with 

demand, building competitive infrastructure, and measuring performance across the network rather 

than within functional silos (Handfield et al., 2019). Because purchasing decisions directly determine 

input cost, quality, and availability, purchasing performance is both shaped by, and a direct 

determinant of, the wider supply chain’s overall competitiveness (Wisner et al., 2020). 

 
3.2 Vendor and Supplier Relationship Management 

Vendor or supplier relationship management (SRM) is the structured management of ongoing supplier 

relationships to sustain performance, foster collaboration, and capture mutual value beyond the 

individual transaction (Monczka et al., 2019). Rather than treating each purchase as an independent 

event, SRM emphasises consistent performance monitoring, joint problem-solving, and, where a 

relationship is strategically important, structured supplier-development activity intended to build 

supplier capability over time (Handfield et al., 2019). This relational orientation is a natural 

counterpart to the more transactional bidding and evaluation processes reviewed in Section 2, since 

even a well-evaluated award can underperform without sustained relationship management across the 

life of the contract. 

 
3.3 Financial Management 

Financial management within purchasing encompasses budgeting and planning, undertaken jointly 

with finance functions to ensure procurement activity remains within approved financial parameters; 

cost control, achieved through supplier negotiation, sourcing optimisation, and the pursuit of 

documented savings opportunities; and financial reporting, ensuring that procurement transactions and 

supplier payments are accurately recorded and visible to organisational decision-makers (Betz, 

Schreiber, & Riesener, 2018; Carter, Monczka, & Handfield, 2015). Close collaboration between 

purchasing and finance functions is a precondition for aligning purchasing decisions with 

organisational financial objectives rather than optimising purchasing outcomes in isolation. 

 
3.4 Quality Assurance 

Quality assurance within purchasing begins at supplier selection, where purchasing and quality-

assurance teams jointly establish evaluation criteria covering quality certifications, historical 

performance, and conformance to recognised quality-management systems (Heizer, Render, & 

Munson, 2020). Ongoing quality assurance extends to jointly defining product specifications and 

performance criteria, and to conducting supplier audits and site inspections that verify supplier 

processes and surface non-conformities before they affect downstream production (Leuschner, 

Hinterhuber, & Bätscher, 2016). As with financial management, effective quality assurance in 

purchasing depends on sustained cross-functional collaboration rather than a one-time qualification 

exercise at the point of supplier selection. 

 
3.5 Risk Management 

Risk management in purchasing involves the systematic identification, assessment, and mitigation of 

risks associated with suppliers, materials, and market conditions (Handfield et al., 2019). Supplier 
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diversification—sourcing critical items from multiple qualified suppliers rather than relying on a 

single source—reduces dependency risk and is among the most widely recommended mitigation 

strategies in the literature (Sodhi & Tang, 2012). Contingency planning complements diversification 

by preparing alternative courses of action, such as backup suppliers or elevated safety-stock levels, 

that can be activated should a primary risk materialise, supporting continuity of supply through 

periods of disruption (Ellram & Siferd, 2013). 

 
4. Financial Statements, Cost Management, and Purchasing Administration 

4.1 Purchasing and Financial Statements 

Purchasing professionals benefit from the ability to read and interpret financial statements—the 

balance sheet, income statement, and cash-flow statement—since these documents reveal a supplier’s 

financial stability, liquidity, and capacity to meet ongoing contractual obligations (Carter et al., 2015). 

This analytical capability supports two related purposes: assessing the risk of engaging a given 

supplier, and evaluating the financial consequences of the purchasing organisation’s own sourcing 

decisions, such as the effect of cost-reduction initiatives on reported profitability (Monczka et al., 

2019). 

 
4.2 Cost Management 

Cost management in purchasing rests on structured cost-analysis techniques—price benchmarking, 

should-cost analysis, and total-cost-of-ownership analysis—that decompose a supplier’s quoted price 

into its direct and indirect cost components, enabling a more precise negotiation position than price 

comparison alone would allow (Monczka et al., 2019). Negotiation itself remains central to cost 

management, extending beyond unit price to volume discounts, payment terms, and value-added 

services that can generate savings without compromising quality (Burt et al., 2018). Value 

engineering and value analysis provide complementary, more structural approaches: the former 

redesigns products or processes to preserve required functionality at lower cost, while the latter 

evaluates whether alternative components, materials, or services could deliver comparable 

performance more economically (Wisner et al., 2020). Because sustainable cost reduction 

increasingly depends on supplier cooperation rather than unilateral buyer pressure, collaborative cost 

initiatives—joint cost analysis and shared process-improvement efforts—are treated in the literature 

as a mark of mature cost-management practice (Monczka et al., 2019). 

 
4.3 Purchasing Administration and Contract Management 

Purchasing administration establishes the policies, procedures, and governance infrastructure that 

make purchasing activity consistent, transparent, and auditable, encompassing documented policies 

for supplier selection and purchase-order processing, a maintained supplier database supporting 

vendor management, and a controlled purchase-requisition and approval workflow (Burt et al., 2018). 

Contract management, operating alongside this administrative infrastructure, covers contract 

development and negotiation, ongoing performance monitoring against agreed terms, contract renewal 

or termination decisions informed by supplier performance history, and contract-specific risk 

management addressing financial, legal, and performance exposure (Monczka et al., 2019; Wisner et 

al., 2020). Robust purchasing administration and contract management jointly ensure that the 

procedural rigor established at bid evaluation (Section 2) is sustained throughout the life of the 

resulting contractual relationship. 

 
5. Global Sourcing, Regulatory Compliance, and Good Faith 

5.1 Global Sourcing 

Global sourcing extends the supplier-identification and evaluation activities discussed in Section 2 

across national borders, allowing organisations to access a broader supplier base, cost advantages, and 

specialised expertise unavailable domestically (Monczka et al., 2019). Its benefits are accompanied by 

distinct risks—supply disruption from natural disaster or political instability, currency fluctuation, and 

regulatory-compliance exposure—that require deliberate mitigation through supplier diversification, 

strong supplier relationships, contingency planning, and ongoing monitoring of geopolitical and 

market conditions (Wisner et al., 2020). Cross-cultural and language differences add a further layer of 
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complexity, since differing business practices and communication norms can affect negotiation and 

relationship-building; organisations sourcing internationally accordingly benefit from cross-cultural 

training and, where needed, professional translation or interpretation support (Burt et al., 2018). 

Compliance obligations specific to international trade—customs documentation, tariff classification, 

trade agreements, export controls, and labour and environmental standards—must be actively 

managed rather than treated as an extension of domestic procurement compliance (Monczka et al., 

2019). 

 
5.2 Regulatory Agencies 

Regulatory agencies operate at national and international levels to enforce fair trade practices, protect 

consumer interests, and maintain marketplace integrity relevant to purchasing activity. National 

agencies—such as competition authorities—regulate domestic market conduct, while international 

bodies such as the World Trade Organization and the International Organization for Standardization 

develop global standards for trade, quality management, and social and environmental responsibility. 

Compliance obligations commonly enforced by such agencies include anti-corruption statutes 

governing bribery and improper payments, labour standards covering wages and working conditions, 

environmental regulations governing waste and pollution, and product-safety and quality standards 

specific to regulated goods. Regulatory agencies enforce these obligations through audits, inspections, 

and penalties, while simultaneously promoting fair competition and supporting standardisation and 

certification schemes that provide independently verifiable assurance of supplier conduct. Sustained 

engagement with regulatory bodies—through consultation, industry forums, and transparent 

compliance reporting—supports both legal compliance and the broader trust on which buyer-supplier 

relationships depend. 

 
5.3 Good Faith 

Good faith is the ethical principle underlying purchasing and contractual conduct: acting honestly, 

fairly, and without intent to deceive or exploit the counterparty (Spedding, 2016). In practice, good 

faith requires accurate and complete disclosure of material information, ethical conduct consistent 

with legal and regulatory obligations, and consistent, reliable behaviour that builds the trust needed 

for durable buyer-supplier partnerships. Where disputes nonetheless arise, good faith favours 

constructive negotiation and, where appropriate, alternative dispute-resolution mechanisms such as 

mediation or arbitration over adversarial litigation. Beyond its ethical justification, good faith has 

documented practical value: it is associated with stronger supplier relationships, improved 

collaboration, and reduced transaction costs, reinforcing rather than competing with the financial and 

risk-management objectives discussed in Sections 3 and 4. 

 
6. Discussion: Purchasing as an Integrated Governance System 

The domains reviewed above are often presented as a checklist of separate purchasing 

competencies—procedural, financial, quality-related, risk-related, and compliance-related—yet the 

literature synthesised here suggests they operate as a single governance system in which weaknesses 

in one domain typically surface as failures in another. The bidding and evaluation process described 

in Section 2 is only as reliable as the financial, quality, and risk criteria embedded within it: a bid 

evaluation that omits supplier financial-statement analysis (Section 4.1) or supplier quality history 

(Section 3.4) is liable to select a supplier whose apparent price advantage is later eroded by non-

performance or financial distress. Conversely, strong vendor relationship management (Section 3.2) 

and disciplined contract administration (Section 4.3) can only compensate so far for a poorly 

evaluated award; they manage the consequences of an award decision rather than substituting for its 

rigor. 

Global sourcing (Section 5.1) sharpens this interdependency rather than introducing a separate 

concern, since cross-border transactions combine every domain reviewed above—bidder evaluation, 

financial assessment, quality assurance, and risk management—with an additional layer of regulatory 

and cultural complexity. Good faith (Section 5.3), finally, functions less as a discrete ethical add-on 

than as the behavioural precondition for the other domains to operate as intended: financial disclosure, 

https://doi.org/10.67317/IJMSRT26SEP021
http://www.ijmsrt.com/


Volume 4 / Issue 9 / Septemer 2026                        International Journal of Modern Science and Research Technology 

ISSN:2584-2706                                                                                        DOI: https://doi.org/10.67317/IJMSRT26SEP021  

 

IJMSRT26SEP021                                                        www.ijmsrt.com                                                                          18 

 

quality collaboration, and risk-sharing arrangements all depend on a baseline of honest dealing that 

formal contractual terms cannot fully substitute for. 

This reading implies that purchasing functions benefit from integrating financial, quality, and risk 

criteria explicitly into bid evaluation methodology, rather than treating these as separate downstream 

checks. It also points to a research opportunity: while individual risk-mitigation techniques such as 

supplier diversification are well documented, there is more limited empirical evidence on how 

effectively such strategies perform under the compounded constraints—limited supplier depth, 

currency volatility, weaker regulatory enforcement—typical of purchasing in resource-constrained 

economies. Comparative research testing diversification and contingency-planning strategies 

specifically in such contexts would extend an evidence base currently weighted toward mature-market 

supply chains. 

 

7. Conclusion and Recommendations 

Purchasing integrates a procedural core—bidder selection, bidding, technical and commercial 

evaluation, negotiation, and post-award administration—with financial, quality, and risk-management 

disciplines, and increasingly operates within a cross-border regulatory environment governed by the 

ethical principle of good faith. The review has shown that these domains function as an 

interdependent governance system: procedural rigor at bid evaluation depends on the financial, 

quality, and risk criteria embedded within it, and global sourcing compounds rather than isolates these 

interdependencies by adding cross-border regulatory and cultural complexity. 

For practitioners, three recommendations follow. First, bid evaluation methodology should explicitly 

incorporate financial-statement analysis and quality-history criteria rather than treating these as 

separate post-award checks, since award-stage weaknesses in these areas are the most common source 

of subsequent contract underperformance. Second, supplier diversification and contingency planning 

should be treated as standing risk-management practice rather than a response triggered only after a 

disruption has occurred, particularly for categories exposed to global-sourcing risk. Third, good-faith 

conduct—transparent disclosure, ethical dealing, and constructive dispute resolution—should be 

actively cultivated as an enabling condition for financial and quality collaboration, not merely as a 

legal or reputational safeguard. For researchers, the principal opportunity is to test empirically how 

supplier-diversification and contingency strategies perform under the compounded constraints typical 

of purchasing in resource-constrained economies, extending the largely mature-market evidence base 

reviewed here. 

 

References 

 Betz, F., Schreiber, H., & Riesener, M. (2018). Towards an extended purchasing performance 

measurement system: Aligning purchasing and corporate goals. In Proceedings of the 27th 

International Conference on Management of Technology (IAMOT 2018) (pp. 1–13). 

 Burt, D. N., Dobler, D. W., & Starling, S. L. (2018). World class supply management: The key to 

supply chain management (8th ed.). McGraw-Hill Education. 

 Carter, P. L., Monczka, R. M., & Handfield, R. B. (2015). Purchasing and supply management: 

Creating the vision. Supply Chain Management: An International Journal, 20(2), 231–233. 

https://doi.org/10.1108/SCM-01-2015-0026 

 Chopra, S., & Meindl, P. (2019). Supply chain management: Strategy, planning, and operation (7th 

ed.). Pearson Education. 

 Ellram, L. M., & Siferd, S. P. (2013). Sustainable supply chains: An introduction. In The Routledge 

companion to strategic supply chain management (pp. 129–145). Routledge. 

 Handfield, R. B., Monczka, R. M., Giunipero, L. C., & Patterson, J. L. (2019). Sourcing and supply 

chain management (6th ed.). Cengage Learning. 

 Heizer, J., Render, B., & Munson, C. (2020). Operations management: Sustainability and supply 

chain management (13th ed.). Pearson. 

 Leuschner, R., Hinterhuber, H. H., & Bätscher, W. (2016). Purchasing and supplier quality 

management. In The Routledge handbook of transport economics (pp. 273–288). Routledge. 

 Monczka, R. M., Handfield, R. B., Giunipero, L. C., & Patterson, J. L. (2019). Purchasing and supply 

chain management (7th ed.). Cengage Learning. 

https://doi.org/10.67317/IJMSRT26SEP021
http://www.ijmsrt.com/


Volume 4 / Issue 9 / Septemer 2026                        International Journal of Modern Science and Research Technology 

ISSN:2584-2706                                                                                        DOI: https://doi.org/10.67317/IJMSRT26SEP021  

 

IJMSRT26SEP021                                                        www.ijmsrt.com                                                                          19 

 

 Sodhi, M. S., & Tang, C. S. (2012). Managing supply chain risk. Springer Science & Business Media. 

 Spedding, L. (2016). A study of good faith in contract law: A comparative analysis. Springer. 

 Wisner, J. D., Tan, K. C., & Leong, G. K. (2020). Principles of supply chain management: A 

balanced approach (5th ed.). Cengage Learning. 

 Halldórsson, Á., Kotzab, H., Mikkola, J. H., & Skjøtt-Larsen, T. (2007). Complementary theories to 

supply chain management. Supply Chain Management: An International Journal, 12(4), 284–296. 

https://doi.org/10.1108/13598540710759808 

 Hines, T. (2004). Supply chain strategies: Customer driven and customer focused. Elsevier. 

 World Trade Organization. (2022). Understanding the WTO: Agreement on government procurement. 

WTO. 

 International Organization for Standardization. (2015). ISO 9001: Quality management systems—

Requirements (5th ed.). ISO. 

 Trent, R. J. (2007). Strategic supply management: Creating the next source of competitive advantage. 

J. Ross Publishing. 

 van Weele, A. J. (2018). Purchasing and supply chain management: Analysis, strategy, planning and 

practice (7th ed.). Cengage Learning. 

 Cousins, P., Lamming, R., Lawson, B., & Squire, B. (2008). Strategic supply management: 

Principles, theories and practice. Pearson Education. 

https://doi.org/10.67317/IJMSRT26SEP021
http://www.ijmsrt.com/

