
CH 9 E-PROCUREMENT



WHAT IS E-PROCUREMENT

E-PROCUREMENT SHOULD BE DIRECTED AT IMPROVING PERFORMANCE 

FOR EACH OF THE ‘FIVE RIGHTS OF PURCHASING’ (BAILY ET AL.,1994)

WHICH ARE SOURCING ITEMS:

1. AT THE RIGHT PRICE

2. DELIVERED AT THE RIGHT TIME

3. OF THE RIGHT QUALITY

4. OF THE RIGHT QUANTITY

5. FROM THE RIGHT SOURCE







PARTICIPANTS IN ONLINE PROCUREMENT

• TRADITIONAL MANUFACTURERS

• DIRECT SALES MANUFACTURERS

• VALUE-ADDED PROCUREMENT PARTNERS

• ONLINE HUBS

• KNOWLEDGE EXPERTS

• ONLINE INFORMATION SERVICES

• ONLINE RETAILERS

• PORTAL COMMUNITIES 



DRIVERS AND BENEFITS OF E-PROCUREMENT

• REDUCED PURCHASING CYCLE TIME AND COST

• ENHANCED BUDGETARY CONTROL 

• ELIMINATION OF ADMINISTRATIVE ERRORS 

• INCREASING BUYER’S PRODUCTIVITY 

• LOWERING PRICES THROUGH PRODUCT 

STANDARDIZATION AND CONSOLIDATION OF BUYS

• IMPROVING INFORMATION MANAGEMENT

• IMPROVING THE PAYMENT PROCESS



VENDOR-MANAGED INVENTORY (VMI)
SUPPLY CHAIN PARTNERS MANAGE THE REPLENISHMENT OF PARTS OR ITEMS 

FOR SALE THROUGH SHARING OF INFORMATION ON VARIATIONS IN DEMAND 

AND STOCKING LEVEL FOR GOODS USED FOR MANUFACTURE OR SALE.



EFFICIENT CONSUMER RESPONSE (ECR)

ECR IS FOCUSED ON DEMAND MANAGEMENT  AIMED AT CREATING AND SATISFYING 

CUSTOMER DEMAND BY OPTIMIZING PRODUCT ASSORTMENT STRATEGIES, PROMOTIONS, 

AND NEW PRODUCT INTRODUCTIONS. IT CREATES OPERATIONAL EFFICIENCIES AND COSTS 

SAVINGS IN THE SUPPLY CHAIN THROUGH REDUCING INVENTORIES AND DELIVERIES. 



E-PROCUREMENT COST-SAVINGS

THE COST-SAVING BENEFITS OF E-PROCUREMENT ARE THEORETICAL RATHER 

THAN ACTUAL SINCE ONLY REDUCED HEADCOUNT IN PROCUREMENT CAN 

RESULT IN SAVINGS.



RISKS AND IMPACTS OF E-PROCUREMENT

• ORGANIZATIONAL RISKS

• FAILURE TO ACHIEVE REAL COST REDUCTIONS

• TECHNOLOGY RISKS



IMPLEMENTING E-PROCUREMENT

• STOCK CONTROL SYSTEM –THIS RELATES MAINLY TO PRODUCTION RELATED 

PROCUREMENT ;THE SYSTEM HIGH LIGHTS WHEN REORDERING IS REQUIRED WHEN THE 

NUMBER IN STOCK FALLS BELOW REORDER THRESHOLDS.

• CD OR WEB-BASED CATALOGUE PAPER CATALOGUES HAVE BEEN REPLACED BY 

ELECTRONIC FORMS THAT MAKE IT QUICKER TO FIND SUPPLIERS.

• E-MAIL OR DATABASE BASED WORKFLOW SYSTEMS INTEGRATE THE ENTRY OF THE 

ORDER BY THE ORIGINATOR, APPROVAL BY MANAGER AND PLACEMENT BY BUYER. THE 

ORDER IS ROUTED FROM ONE PERSON TO THE NEXT AND WILL WAIT IN THEIR IN BOX 

FOR AUCTIONING. SUCH SYSTEMS MAY BE EXTENDED TO ACCOUNTING SYSTEMS



• ORDER-ENTRY ON WEB SITE – THE BUYER OFTEN HAS THE 

OPPORTUNITY TO ORDER DIRECTLY ON THE SUPPLIER’S WEB SITE, 

BUT THIS WILL INVOLVE REKEYING AND THERE IS NO INTEGRATION 

WITH SYSTEMS FOR REQUISITIONING OR ACCOUNTING.

• ACCOUNTING SYSTEMS – NETWORKED ACCOUNTING SYSTEMS ENABLE 

STAFF IN THE BUYING DEPARTMENT TO ENTER AN ORDER WHICH CAN THEN BE 

USED BY ACCOUNTING STAFF TO MAKE PAYMENT WHEN THE INVOICE ARRIVES.

• INTEGRATED E-PROCUREMENT OR ERP SYSTEMS – THESE AIM TO 

INTEGRATE ALL THE FACILITIES ABOVE AND WILL ALSO INCLUDE INTEGRATION 

WITH SUPPLIERS’ SYSTEMS. 

IMPLEMENTING E-PROCUREMENT



ELECTRONIC B2B MARKETPLACES

Alibaba.com is one of the leading B2B e-commerce companies in China. It provides a 
marketplace connecting small and medium-sized buyers and suppliers from China and 
around the world. Its web presence includes an international marketplace (www.alibaba.com) 
focusing on global importers and exporters and a China marketplace (www.alibaba.com.cn) 
which focuses on suppliers and buyers trading domestically in China. 



JACK MA AND ALIBABA

• ALIBABA.COM เป็นเวบ็ไซตส์ญัชาตจินี ก่อตัง้โดย แจค็ หมา่ หรอื หมา่หยุน ซึง่อาลบีาบามชีือ่เสยีงและเป็นทีย่อมรบัอยา่งมากส าหรบั

โรงงานในประเทศจนีทีต่อ้งการสง่ออกสนิคา้ไปยงัต่างประเทศ โดยอาลบีาบา เป็นตวัละครในนิทานอาหรบัซึง่แจค็ หมา่ ใหเ้หตุผลในการ

ตัง้ชือ่นี้วา่ เป็นชือ่ทีเ่รยีกงา่ยและจดจ าไดง้า่ยนัน่เอง โดยปจัจบุนั ALIBABA.COM เป็นเวบ็ไซต ์B2B(BUSINESS TO BUSINESS) 

เวบ็ไซตข์ายสง่ทีใ่หญ่ทีสุ่ดในโลก โดยอาลบีาบาเน้นใหบ้รกิารบรษิทัขนาดเลก็และขนาดกลาง โดยสง่เสรมิการท า E-COMMERCE 

อยา่งเตม็รปูแบบ ซึง่อาลบีาบาไดเ้ขา้ตลาดหุน้ฮ่องกงในปี 1997 และประกาศตวัเป็นเวบ็ไซตข์ายสง่ทีใ่หญ่ทีสุ่ดในโลก

• จุดประสงคห์ลกัของ ALIBABA.COM คอืการชว่ยเหลอืผูป้ระกอบการรายเลก็ใหม้ศีกัยภาพในการท าตลาดผา่น ALIBABA.COM โดยไม่

จ าเป็นตอ้งเสยีคา่ใชจ้า่ยมากมายในการประชาสมัพนัธธ์ุรกจิตนเอง โดยอาลบีาบายงัใหบ้รกิารดา้นอนิเตอรเ์น็ต ซอฟแวรต์่าง ๆ รวมถงึ

บรกิารดา้นการสง่ออก ซึง่ปจัจบุนั อาลบีาบาจดัตัง้ส านกังานใหญ่ใน 70 ประเทศทัว่โลก ไดแ้ก่ จนี อนิเดยี ญีปุ่น่ เกาหล ีประเทศในแถบ

ยุโรป และสหรฐัอเมรกิา เป็นตน้



B2B ELECTRONIC MARKETPLACES,
EXCHANGES AND HUBS

VIRTUAL LOCATIONS WITH FACILITIES TO ENABLE TRADING BETWEEN BUYERS AND

SELLERS. B2B ELECTRONIC MARKETPLACES ARE VARIOUSLY KNOWN AS 

‘MARKETPLACES, EXCHANGES OR HUBS’. TYPICALLY THEY ARE INTERMEDIARIES THAT 

ARE PART OF THE RE-INTERMEDIATION  PHENOMENON AND ARE INDEPENDENT OF 

BUYERS AND SUPPLIERS.

PRIVATE B2B EXCHANGES 

• A MANUFACTURER OR MAJOR SUPPLIER TO DIFFERENT MANUFACTURERS CREATES A 

PORTAL WHICH IS USED FOR MANAGING ALL ASPECTS OF PROCUREMENT.



Private B2B exchanges 

Covisint – a typical history of a B2B marketplace? Covisint – a typical history of a B2B marketplace?



GOVERNMENT MARKETPLACE EXCHANGES
Type of Marketplace
• Systematic sourcing – negotiated contracts with 

regular suppliers, typically in long-term 
relationships.

• Spot sourcing – fulfilment of an immediate need, 
typically of a commoditized item for which it is less 
important to know the credibility of the supplier.



THE FUTURE OF E-PROCUREMENT?

SOFTWARE (INTELLIGENT) AGENTS

SOFTWARE PROGRAMS THAT ASSIST HUMANS BY AUTOMATICALLY GATHERING 

INFORMATION FROM THE INTERNET OR EXCHANGING DATA WITH OTHER AGENTS 

BASED ON PARAMETERS SUPPLIED BY THE USER.

AN AGENT IS A SOFTWARE PROGRAM THAT CAN PERFORM TASKS TO ASSIST

HUMANS. ON THE INTERNET, AGENTS CAN ALREADY BE USED FOR MARKETING 

RESEARCH BY PERFORMING SEARCHES USING MANY SEARCH ENGINES AND IN THE 

FUTURE THEY MAY ALSO BE USED TO SEARCH FOR PRODUCTS OR EVEN PURCHASE 

PRODUCTS.



1. Procurement activities involved with purchasing items from a 
supplier include purchasing, but also transportation, goods-in and 
warehousing before the item is used.
2. E-procurement involves the electronic integration of all 
procurement activities. 
3. The numbers of staff and stages involved in procurement are 
reduced through
e-procurement by empowering the originator of orders and 
changing the role of buying staff.
4. E-procurement is intended to achieve reduced purchasing cycle 
time and cost savings, principally through reduced staff time spent 
in procurement and lower
inventory.

E-PROCUREMENT SUMMARY



5. Options for introducing e-procurement include:
• Sell-side e-procurement – purchase direct from a seller’s web site that is typically
not integrated with the buyer’s procurement system.
• Buy-side e-procurement – integration of sellers’ catalogues with the buyer’s
procurement system.
• Marketplace procurement – trading through an intermediary with many suppliers
(may or may not be integrated with buyer’s procurement system).
6. The main types of electronic marketplace in the terminology of Kaplan and Sawhney
(2000) are combinations of:
• Systematic sourcing of operating resources (MRO hubs)
• Systematic sourcing of manufacturing resources (catalogue hubs)
• Spot sourcing of operating resources (yield managers)
• Spot sourcing of manufacturing resources (exchanges).
7. Organizational hurdles involved with the introduction of e-procurement include
redeployment or redundancy of staff and overcoming fears of trust in suppliers.
8. The main technical challenges are the integration or replacement of a range of
existing purchasing systems with a variety of supplier or marketplace systems.

E-PROCUREMENT SUMMARY


