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Preamble 

1.0 Preamble 
 

1.1 Purpose of this guideline 

The purpose of this general guideline is to provide public bodies and 

organisations using public money with guidance on how to apply continual 

analysis to stay ahead of trends, risk, demands or supply changes when 

undertaking procurement activities.  

 

1.2 Who should use this guideline? 

This guideline should be used by procurement officers, or any key public 

officers responsible for carrying out the procurement strategies to facilitate 

procurement activities on behalf of the Republic of Trinidad and Tobago. 

 

1.3 How should this guideline be used? 

This guideline should be read in conjunction with the Public Procurement 

and Disposal of Public Property Act, 2015, as amended (“the Act”), the Public 

Procurement and Disposal of Public Property Regulations and the Basic 

Procurement Handbook. 

As may be applicable, a procuring entity may use these guidelines as a model 

for developing its own special guidelines. In such instances the public body 

must: 

1) Map all changes (inclusions, edits, deletions) against this model guide 

2) Subsequently submit a copy of its own special guidelines to the Office 

of Procurement Regulation (“the OPR”) for review and approval. 
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Listing of public bodies 

a) The Office of the 

President 

b) The Parliament 

c) The Judiciary 

d) A Ministry or a 

department or 

division of a Ministry 

e) The THA, or a 

division of the THA 

f) A Municipal 

Corporation 

g) RHAs 

h) A statutory body 

i) A State-controlled 

enterprise 

j) A Service 

Commission 

k) A body corporate or 

incorporate, 

established by the 

President, a Minister 

or another public 

authority, 

performing a 

function on behalf of 

the State  

l) A body corporate or 

incorporate that 

uses public money 

 

 
Public bodies are to note that approval of their special guidelines will be granted in 

accordance with the procedures outlined in the publication entitled  

“Preparation of Special Handbooks and Guidelines for Approval by the OPR.”” 
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1.4 The Trinidad and Tobago Public Procurement Procedure  

The Trinidad and Tobago Public Procurement Procedure is derived from the objects of the Act.  

 

 

 

 

 

 

 

 

1.5 How does this guideline link to the Trinidad and Tobago Public Procurement Procedure? 

The Trinidad and Tobago Public Procurement Procedure is based on achieving the objects of 

the Act throughout all stages of the procurement cycle, from project planning to project 

closeout. These guidelines aim to inform the public body, to analyse and assess risks in order 

to make a value-added decision in the development of procurement and contract strategies 

geared towards achieving the best value in meeting organisational objectives. 
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Section 5(1) The objects of the Act are to promote – 

(a) The principles of accountability, integrity, transparency and 

value for money; 

(b) Efficiency, fairness, equity and public confidence; and 

(c) Local industry development, sustainable procurement and 

sustainable development,  

in public procurement and the disposal of public property. 
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2.0 What is Category Management? 

Category Management is a structured approach to the procurement of goods and services, which 

applies best practice tools and techniques in the development and implementation of an 

integrated category strategy aligned to the organisation’s needs. It is a top-level framework and 

process that co-ordinates, guides and sequences other methods, such as strategic sourcing and 

supplier relationship management, to satisfy category and organisational objectives. Category 

management entails applying strategies to efficiently and effectively implement all the activities 

involved in the procurement cycle. The seven steps within category management include: 

 

2.1 Category Management vs the traditional procurement 

Category Management, unlike traditional procurement, is not a step within the 

supply chain. It is not confined to a single box of the process. Instead, it asks at 

every step of the process, how to better deliver the outcome, with the process 

objective in mind. 

It is therefore a method that is used to improve the whole supply chain process, 

to ensure its objectives are achieved in the most effective, efficient and 

appropriate way. It “attacks” the supply chain and asks questions about how to 

do it better, every step of the way. How to do it better may include running a 

traditional procurement process, but that is just one of the many instruments 

known to Category Management 

Procurement is a wider concept than purchasing and is 

sometimes referred to as tactical sourcing. It includes all 

those activities and processes that refer to and implement 

the organisation’s strategies toward the obtaining of its 

inputs, as well as its acquisitions. 

 

 

 

 

 

Monitor 
supplier 

performance

Transition 
and 

implement 
contract

Negotiate 
and Award 

the 
Contract

Evaluate 
suppliers

Identify 
suppliers

Develop 
the 

sourcing 
strategy

Profile the 
Category
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3.0 Why Category Management? 

1) Manage and exploit changing business conditions 

2) Supplier consolidation 

3) Supply economics – leverage volume 

4) Leverage internal resource (people, knowledge, expertise) to: 

a. Minimise supply risk 

b. Deliver cost savings and value 

c. Improve quality and service 

d. Leverage presence in the marketplace 

e. Drive commodity and service innovation 
 

4.0 Benefits of Category Management 

1) Raises the profile and competency of procurement function across the organisation 
– change from a functional, operationally focused activity to a “business process” 

2) Significant savings, typically 10 – 30%  
3) Improvements in service levels, quality, availability and value for money 
4) Addresses and reduces risk in the supply chain 
5) Very effective use of resources – high payback ratio 
6) Improved stakeholder relations  
7) Delivers world class procurement solutions 
8) Enables supplier capability development 
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5.0 Key Enablers of Category Management 

 

The organisations with these enablers in place are likely to be less political, and the category 
manager will experience less frustration and more job satisfaction. 

5.1 Organisation 

• Strong governance 
• Clearly defined roles & responsibilities 
• Decision rights, authority & accountability for procurement activity 
• Structure 

5.2 Processes 

• P2P processes 
• Category Management, Strategic Sourcing & SRM processes in place and enforced 
• Negotiation 
• Performance measurement & benefits tracking 

 

Organisation and Structure

Focused team with clearly defined responsibility, authority and accountability for the 
procurement activities

Procurement Processes

Best in-class measurement, approvals, conditioning, negotiation, risk and SRM 
processes

People

The right people in the right positions, empowered and motivated by accountability

Learning/Skills

Procurement team using deconstructing price methodologies, use of P2P and educated 
key stakeholders

Strategic Sourcing (Category Management)

A structured process that embeds the involvement of key stakeholders in the 
development for sourcing and procurement

Technology

Appropriate spend analysis, e-sourcing, e-procurement and e-SRM approaches for 
sourcing and procurement
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5.3 Performance Management 

Performance management systems and processes to capture, monitor and report on 
procurement performance against predetermined performance criteria for decision making on 
all levels of the procurement organisation. 

5.4 Operating Standards & Tools (Technology) 
Appropriate policies, processes supported by tools such as spend analysis, e-sourcing,                          
e-procurement, e-SRM and e-Category Management. 

6.0 The Strategic Approach to Sourcing 

Strategic sourcing is an approach to supply chain management that formalises the way information 

is gathered and used so that an organisation can leverage its consolidated purchasing power to 

find the best possible values in the marketplace. Strategic sourcing comprises four main elements: 

 

 

Category management has become less like transactional purchasing and has transitioned to 

strategic sourcing. This transition is often mapped onto relationship strength models (see Diagram 

1). An organisation that is thinking strategically about its sourcing may still want to keep its 

distance from its suppliers. An organisation that is close to its suppliers may still need to be 

somewhat reactive. Both stances imply some co-ordinated planning for the future. 

 

Strategic 
Sourcing

Supplier Management

This term describes the 
collection of atitudes, tools 

and processes to 
proactively improve the 

service provided by a 
supplier

Demand Management

This is about matching 
supply with demand to 

avoid waste

Total Cost of Ownership

This is an end to end figure 
that begins with supply 
market resesarch and 

extends to disposal costs 

Sustainability

This means being a "good" 
and responsible participant 

in the organisation's 
operating environment, 

observing ethical and 
environmental standards
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Diagram 1 – The features of increasing relationship strength between two organisations (Thomis and Desai)  

7.0 STEP 1 – Profiling the Category or Categorising Expenditure 
 

7.1 Direct and Indirect Cost 

The categorising process starts with costs. Costs can be categorised according to how they relate 

to the organisation’s level of activity within a specified period. The length of the time period and 

its position in the calendar may influence which category a given cost falls into.  

Every sponsored project has both Direct and Indirect Costs. The direct costs are specifically and 

easily identified with a particular project or activity and are allowable under the sponsoring 

organisation’s guidelines. Indirect costs are costs that are incurred for common or joint objectives 

and cannot be easily and specifically identified with a particular sponsored project, an instructional 

activity, or any institutional activity. Indirect costs are also sometimes called “facilities and 

administrative costs (F&A) ” or “overhead.”  

 

 

 

 

 

 

 

Direct Costs Categories

Overtime wages for a 
project
Publications - project 
specific

Membership, subscriptions

Advertising - project 
specific, recuitment

Consulting - project specific

Indirect Costs 
Categories

Salaries/wages

Office supplies

Office equipment

Facilities (General purpose)

Business Advertising

Utilities (Telephone,Water, 
Electricity)
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Costs can be categorised in a variety of ways according to the needs of the individual performing 

the analysis. The costs may be analysed for planning, decision making or control. They may be 

viewed differently depending on the nature and norms of the organisation’s industry, or its 

position in the value chain between raw materials and end user.  

Diagrams 2 to 7 are examples of other analysis tools that can be used to assist with categorising 

spend or creating category groups. 

 

7.2 Pareto Analysis 

Pareto analysis provides an alternative way of categorising costs. The Pareto principle forms the 

basis for ABC analysis. Diagram 2 shows how 20 percent (Category A) of spend items account for 

80 percent of value; a further 30 percent of spend items (Category B) account for another 15 

percent of value and the remaining 50 percent (Category C) account for the remaining 5 percent 

of value. 

  Diagram 2 – The ABC (Pareto) Analysis  

 

 

Category A –High Value 

Category B – Medium Value 

Category C – Low Value 

 

 

This analysis shows that Category A items should get more attention and with that decision starts 

the beginnings of a categorisation and prioritisation system. However, due to the ABC analysis 

being a one-dimensional cost analysis, it may not sufficiently provide such accurate results. It may 

be more useful instead to take the Pareto results as a one dimension of a two-dimensional analysis 
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and balance them against some other meaningful factor. A familiar two-dimensional analysis is 

that of Peter Kraljic. 

 

7.3 Kraljic Portfolio Matrix 

Kraljic’s matrix is a simple spend segmentation tool that identifies four broad classes of 

organisational input. Kraljic essentially places the criticality of an item to the organisation on one 

axis of a four-box matrix, and the difficulty of operating in that item’s supply market on the other. 

The matrix is also referred to as “portfolio matrix” or “positioning matrix”. 

 

Diagram 3 – Kraljic Portfolio Matrix 

  

 

 

 

 

 

 

 

 

 

 

 

 

A. Strategic Products/Items: High supplier risk and high profit impact items cover strategic 

suppliers. These are critical to the business.   Ensuring an effective and predictable supplier 

relationship is key to the future of the buying company as there are only a handful of 

suppliers. Managing such suppliers requires a diverse array of skills and can subsume a 

significant proportion of executive time in sponsoring and directing the relationship. Unlike 

the non-critical items, each contract is unique and focuses upon the shared gains that 

equal partners enjoy in a collaborative relationship. Strategic partners should look towards 

both product and process innovation and in return they can expect long-term commitment 

from the buyer as well as proactive development. 

 

Bottleneck Items 

• Low control of 
suppliers 

• Innovation and 
product substitution 
and replacement 

• Production-based 
scarcity 

Strategic items 

• Development of long-
term relationships 

• Collaboration and 
innovation 

• Natural scarcity 

Non-critical items 

• Product 
standardisation 

• Process efficiency 
(automated 
purchases, e.g. 
catalogue, e-
tendering, e-auctions 

Leverage items 

• Exploitation of full 
purchasing power 

• Targeted pricing 
strategies/negotiations 

• Abundant supply 

High 

Su
p

p
ly

 r
is

k/
cr

it
ic

al
it

y 

Low Profit impact High 

Low 
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B. Bottleneck Products/Items: The flip side of leverage: risk is high, but profitability is low. 

Here, the strength is in the hands of the supplier. The market consists of few suppliers that 

can behave oligopolistically to force prices upward. Procurement Leaders found that these 

suppliers absorb more of buyers’ time compared to any other segment. The supplier 

relationship is demanding, even though they have a limited impact upon company 

profitability. The market structure forces buyers to accept an unfavourable deal. The main 

strategy rests upon damage limitation.  Few opportunities will arise from this category and 

more creative buyers will seek to alter the terms of trade. Innovative internal activities can 

redevelop product requirements such that the material can be replaced with another and 

preferably sourced from a leverage supplier. 

 

C. Leverage Products/Items: Where items have a high profitability, but a low risk factor, 

buyers possess the balance of power in the relationship and leverage this strength to 

obtain greater returns. Traditionally, procurement professionals have exploited this status 

to lower prices, but increasingly more advanced companies are looking to unlock the 

innovative potential of their suppliers. The market dynamics of this relationship rest upon 

an abundance of highly commodified parts. Suppliers can be easily substituted as their 

offerings are much the same. The only limitation for buyers is perhaps over-playing their 

hand and forcing a low-profit margin vendor into insolvency. 

 

D. Routine/Non-Critical Products/Items: These items are low risk and have a low impact upon 

organisational profitability. The most commonly used example in this segment is office 

stationery. Although important for employees to perform their duties, pens and paper do 

not have a significant impact upon the business, nor does their absence represent a serious 

threat. For buyers, stationery is a nuisance as it clogs up time with peripheral concerns. As 

such, the sourcing strategies deployed here focus on efficiency and reducing 

administrative burden. Techniques such as e-auctioning and catalogues are an excellent 

means to redirect responsibilities either directly to suppliers or to internal customers that 

are requisitioning the goods. 
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7.4 Massin’s CSSB Matrix 

There are many variations on the Kraljic matrix. Jean-Phillipe Massin essentially maps sourcing 

groups or categories onto a Kraljic matrix that has been modified with some of Michael Porter’s 

ideas. These items often consume a disproportionate amount of time relative to their value, 

their supply markets may be complex, or suppliers are difficult to find to deal with. 

 

 Diagram 4 – Massin’s CSSB Matrix 

  

 

  

  

 

 

 

 

The vertical axis maps the SG’s business impact: 

• Consequences of failure 

• Costs 

• Customer value 

• Product differentiation 

• Technology advantage. 

 

The horizontal axis maps the complexity of the supply, as proposed by Porter’s Five Forces 

Model: 

• Barriers to entry 

• Buyer power 

• Opportunities for substitution 

• Rivalry among competitors 

• Supplier power. 

 

 

 

Commodity 

Sourcing Groups 

Strategic 

Sourcing Groups 

Standard 

Sourcing Groups 

Bottleneck 

Sourcing Groups 

Sourcing Group’s  

Business Impact 

High 

Low 

Sourcing Group’s 

Supply Market Complexity 

Low High 
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This yields four broad sourcing classes that can be treated in broadly similar ways. They can be 

characterised in greater detail as shown in Diagram 5 below. 

Diagram 5 – Massin’s Category Groups 

 

Massin describes the sourcing process similarly to the AT Kearney 7 step model, but his category 

analysis is methodical and worth noting. He defines sourcing groups with the following six criteria: 

i. They come from a similar supply source 

ii. They have similar production processes 

iii. They have a similar use or purpose 

iv. They have similar material content 

v. They have similar specifications 

vi. They employ similar technology 

It is useful to organise similar sourcing groups together in a sourcing tree. The sourcing tree is a 

representation of a categorisation of your purchases. It’s a key component of a Strategic Sourcing 

approach and enables executing your spend analysis and project prioritisation. (Philippe-Massin, 

n.d.) 
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Diagram 6 – A section of a sourcing tree based on the ‘Services’ first level category (Massin) 

 

7.5 Bartolini’s Scorecard 

Andrew Bartolini conceptualises strategic and category sourcing as the building of sourcing 

‘pipelines’ and the process of rethinking and reengineering the approaches to various categories 

as ‘sourcing waves’. Category sourcing scorecard is a methodical approach to category definition. 

Bartolini’s scorecard scores different categories across a set of sourcing considerations. It provides 

a framework by which those factors can be quantified and compared. The end result is the 

sourcing score for each category that can be used to prioritise categories for sourcing and to 

allocate resources. 
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Diagram 7 – Bartolini’s Scorecard 

 

 

8.0 Strategic Acquisition Processes and Procurement Models 

Strategic procurement comprises four activities: 

1. Planning  

2. Formalisation   

3. Implementation 

4. Evaluation 

The supply chain function should be involved in corporate planning, so that the broadest range of 

supplier options and alternatives can be considered. 

 

•This group of considerations is aimed at filtering out any spends that will be 
difficult to fit into a category approach. It looks at:

•Contract status

•Sourcing history

•Stakeholder engagement

•Number of stakeholders

•Access to spend information

Internal and 
Organisational 

Factors

•This group of factors is based on Porter's five forces and examines supply 
market competition. It looks at:

•Level of competition

•Entry barriers

•Substitute availability

•Buyer's relative bargaining power

Market Factors

•The factors in this group describes the capabilities and attributes of the 
suppliers in the specific category. It looks at:

•Highly specialised or unique capabilities

•Supplier profit margins

•Value added service components

•Level of technical excellence

•Financial stability

Supplier Factors

•The factors in this group focus on the procurement process and how the use 
of a given category impacts the organisation and its outcomes. It looks at:

•Supply assurance risk

•Outcomes, operations or production impact

•Category spend volume

•Estimated savings potential

Procurement 
Factors

•The factors in this group look at the unique attributes of the categpory that 
will determine suitability for category approaches. It looks at:

•Strategic impact

•Category complexity

•Lead time

Category Specific 
Factors
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The formalisation (sourcing) and implementation of the procurement corresponds to the 

operations activities of the function, e.g. considering suppliers, creating relationships with them, 

segmenting chosen suppliers, maintaining and ending relationships. 

Evaluation captures performance and learning with which to improve current relationships and 

processes and to build better ones for the future. 

Strategic procurement should be implemented in three broad steps: 

• Value chain positioning (VCP) – the process by which the organisation positions itself in the 

market to reflect a margin cost analysis of all the supply and value relationships within their 

market. 

• Market positioning analysis – this is where the organisation comes to understand 

the value creation and costs aspects of its own supply chains and how this 

compares to competitors. 

• Extended relational competence approach – This is where the organisation 

creates supplier and customer relationships that are underpinned with a 

solid idea of how value is created, what contracts should look like, how to 

install efficient boundaries and how best to exploit core competencies. 

The following are examples of procurement models that will cover most aspects of most situations 

and processes. The models should be used as starting points towards developing optimised, 

individualised models that fit the organisation and its needs.  

 

8.1 The CIPS Purchasing and Supply Model 

The CIPS purchasing and supply model is an end to end procurement process model that is both 

plugged into the organisation’s strategic concerns and provides operational best practice 

methods in making procurements. 

The CIPS purchasing and supply model can be seen in detail accessing the following website at 

https://www.cips.org/documents/resources/psmmodelv1.pdf   

 

8.2 The OGC Procurement Process Model 

The Office of Government Commerce (OGC) was tasked with maximising value for money in 

public procurement and developed a comprehensive procurement process model. The model is 

intended as generic guidance, applicable in the broadest variety of situations possible. 

 

 

 

https://www.cips.org/documents/resources/psmmodelv1.pdf
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Diagram 8 – The OGC procurement process model (OGC) 

 

 

General principles 

✓ All procurement should be subject to competition. A competitive process provides the best 

opportunity for value for money but note that there may be valid exceptions to this 

principle, arising from the nature for specific needs. 

 

✓ Value for money includes both whole life costing and quality. 

 

✓ Sustainability issues can be considered where appropriate and when relevant. This must 

be balanced against cost and affordability. Sustainability issues should be addressed in the 

planning stages. In some instances, particularly where environmental issues are relevant, 

sustainable procurement can reduce whole life costs and improve quality through 

recycling or reducing disposal costs. For additional information on sustainability see 

General Guidelines: Sustainable Development and Sustainable Procurement. 

✓ All procurement should be fair, open and transparent. All contracting authorities should 

be seen to be acting in a fair manner. A well-managed purchase, with a well-defined 

requirement from the onset, will help enable a successful result. 
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Start-up 

Some purchases are better approached as projects, Think about your purchase's implications. How 

does it relate to the organisation? What will its outcomes be, beyond the obvious acquisition of 

the purchased item? How does it contribute to overall organisational objectives? 

• Decide whether it stands alone or is best considered as part of a larger programme; 

consider its dependencies on other purchases. 

• Develop critical success factors. 

• Identify stakeholders and ensure their interests will be represented. 

Risk Allocation 

Business case 

There should be a business case that justifies the procurement activity and spend. This is critical 

to senior management agreement and stakeholder buy in. 

 

Requirements definition and procurement strategy 

Your strategy should set out the key objectives and justification for the purchase. You should also 

have a clear sourcing strategy and have considered the options for leveraging existing contracts 

and collaboration opportunities. 

• Develop the evaluation strategy. Decide the evaluation stages required, the overall 

evaluation criteria and the evaluation process. 

• Ensure end users and stakeholders are involved in the specification — a purchase might 

not deliver if it is disconnected from its end users. 

• Determine the procurement route. The appropriate route helps ensure a smooth purchase 

that delivers value for money. 

• Plan the purchase, ensuring all tasks and deliverables are identified in sufficient detail to 

allow progress to be tracked and managed. 

Market Assessment  

Market creation 

There may potentially be limited response to a requirement because of its nature or the state of 

the market. In these cases, the organisation should stimulate the market. 

• Review the requirement to make it commercially viable.  

• Develop a procurement approach that will attract suppliers. 

• Carry out market research. 

 

Producing the requirement  

Requirements need to be clear and unambiguous. An inadequately thought through requirement 

is a common reason for procurement not providing the right goods or services, or the best value 
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for money. Requirements should be defined in as much detail as possible, though there may be 

cases where you can only develop a full requirement during the procurement process. From the 

onset, broad parameters should be set that establish what the organisation can or will tolerate 

from its purchase.  

 

Supplier selection 

Start the supplier selection and evaluation process early. This can begin with pre-qualification. 

Clearly define, plan and document your approach from the start, ensuring a fair and transparent 

process can be demonstrated. Supplier selection and evaluation should be a continuous process, 

each passing through a number of stage gates. 

 

Proposal evaluation 

Evaluation is a stage gate hurdle; it passes every supplier that, at the particular stage, meets all 

the criteria required of them. It picks no favourites and does not prejudge the outcome of the 

overall process. Follow your pre-defined evaluation model and criteria. For additional information 

on developing evaluation criteria, see General Guidelines: Evaluation of Bids and Award of 

Contract. 
 

Contract preparation 
Match the contracting process with the nature of the purchase. Take into account complexity, 

size, and value. You should be able to answer 'yes' to the following questions. 
 

• Does the contract accurately represent the requirement? 
• Have stakeholder requirements and views been taken into account? 
• Do potential providers have realistic solutions to meeting the requirement? 
• Does the organisation have the necessary skills and resources to meet its 

obligations under the contract and for managing the contract?  
• Have you had appropriate, expert legal advice? 
• Has the future contract manager been involved in the process? 

 
Bid evaluation 
Evaluate the financial and qualitative elements separately, then review the results together to 

reach the trade-off (if one has to be made) that represents best value for money. For additional 

information on bid evaluation, see General Guidelines: Evaluation of Bids and Award of 

Contracts. 

Award 
Unsuccessful suppliers may require more attention than successful ones. You need to retain their 
interest and goodwill for the future, convey lessons that will enable them to submit stronger bids, 
build relationships and networks and maintain transparency. Your chosen supplier may fail and at 
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this moment there is no more qualified alternative than the supplier that came second in the 
selection process. 
 

Procurement project closure 
Close each purchase in a controlled way. Capture the lessons you have learnt. Analysis should 
capture how well the organisation and process have performed against aims and projections, 
especially planned costs, schedule, tolerances and business case. 

 

Implementation and transition 
There should be a clear transition process from the procurement stage to contract management 
— it is important to ensure the organisation understands and fulfils its obligations so as not to 
delay or derail implementation. 

 

Contract management 
Allocate expert and dedicated contract management for the term of the contract. You need to 
have robust procedures, with people to manage the contract. The management provisions should 
be built into the contract. 
The level of contract management you need will depends on the type of contract. Inadequate 

planning for, and carrying out of, contract management is a crucial reason for user dissatisfaction 

and not realising value for money. It is important to have continuity in the relationship and for the 

contract managers from both the procuring organisation and the supplier to have been appointed 

early in the process. 

 

9.0 Strategic Sourcing Models 

Strategic sourcing is key to all businesses, regardless of the industry. Effectively, it is a means of 

planning a tactical approach to procurement (indirect or direct), or the supply chain management 

process of your organisation. It is about efficiency, which is vital to all operations, especially as the 

business world becomes more intricate. 

Most organisations operate under conventional transaction-based models that are constrained by 

a formal, legally oriented, risk-averse and liability-based culture. There is a growing awareness that 

transactional-based approaches do not always give each party the intended, or best results. 

Research shows how organisations apply alternative output- and outcome-based approaches for 

complex contracts. That experience demonstrates that alternative Sourcing Business Models are 

viable approaches to the conventional transactional methods.  

A.T. Kearney invented strategic sourcing and is at the forefront of procurement best practices and 

advanced methodologies. The AT Kearney 7 step model is used by many organisations in different 

industries throughout the world and is further described below. 
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Diagram 9 – AT Kearney’s 7 step Model 

 

•Conduct a spend analysis, e.g. the organisation's spend and 
spending patterns

•Conduct a needs analysis, e.g. needs and performance of current 
users, improvement goals, etc.

•Conduct a supply market analysis, e.g. Porter's five forces, SWOT

STEP 1

Profile the Category

•Select your go-to-market approach

•Identify which strategy better fits the type of service you're 
sourcing (see Gemstone)

STEP 2

Select the Sourcing Strategy

•Research all possible suppliers

•Develop criteria for selectionSTEP 3

Generate the Supplier Portfolio

•Develop the execution strategy

•Develop RFP template, evaluation criteria and weightingsSTEP 4

Select the Implementation Plan

•Conduct RFP process and analyse the responses

•Develop the negotiation strategy

•Negotiate (face to face or e-auction)
STEP 5

Negotiate and Select Supplier

•Identify transition issues and create a transition and 
implementation plan for new suppliers

•Manage implemenation of any new suppliers

•Communicate changes to stakeholders

STEP 6

Integrate the Supplier

•devise performance metrics and improvement procedures

•Track the performance metrics

•Incorporate lessons learned for the next strategic sourcing 
process

STEP 7 

Monitor trhe Supply Market and 
Supplier Performance
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Diagram 10 – AT Kearney’s Strategic Sourcing Gemstone 

 

10.0 Category Management Models 

Category management that is fully implemented involves relationship management, 

communications, programme management, change management and leadership. It almost 

involves creating intersecting organisations within the organisation and consequently a large 

degree of planning and sophistication and a strategic outlook. 

 

10.1 The CIPS category management model 

CIPS has its own category management model that divides the process into four phases covering 

six key activity steps (Diagram 10). Each activity comprises key questions which must be asked and 

core tasks that the organisation is likely to undertake during the activity. It is a comprehensive 

model that may be over specified in many situations. It is up to each organisation to decide for 

itself which of the elements may be helpful. 
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Diagram 11 – The CIPS Category Management Model 

 

 

 

Phase 1 Kick-off; Step 1 Initiate/prepare 
 

A. The key questions that must be answered in this step are as follows: 
• What is the scope of the category? 
• Who are the key stakeholders? 
• What key issues or problems need to be addressed; are you aware of the key 

business objectives you need to consider? 
• Do you have support for this work? 
• Do you have the resources and skills to undertake the work? 
• Are you clear about the high-level benefits and risks you might face? 

 
B. Your Step 1 programme task list may look something like this.  

• Initiate project (if required). 
• Define initial scope and objectives. 
• Engage stakeholders and gain support. 
• Identify and secure resources and access to specialist skills. 
• Form a cross-functional team. 
• Map stakeholders and create a stakeholder management plan. 
• Build a project timeline. 
• Create a communication plan. 
• Define data, information and knowledge management requirements. 
• Define roles and responsibilities (RACI). 
• Confirm initial scope, potential benefits and risks. 
• Formal 'stop and think' before proceeding, e.g. hold a stage gate review with senior 

stakeholders. 
 
 

 STEP 1 Initiate/Prepare 

STEP 2A/2B Identify and prioritise 

STEP 3 Prepare/present strategy 

STEP 4 Implementing changes 

STEP 5 Maintain 

STEP 6 Improve and enhance 
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Phase 2 Prepare strategy; Step 2A Identifying opportunities 
 

A. The key questions that must be answered-in this step are as follows. 
• Do we understand our business needs and issues (now and into the future as far as 

possible)?  Do we have a deep understanding of the external marketplace, its 
trends and dynamics, and an appreciation of our organisation's position within 
this? 

• What opportunities for improvement can be gained through commercial and 
economic insight and an appreciation of best practice? 

• Are there any quick win opportunities that emerge through our immediate 
research and analysis? Can we implement these before developing a final strategy? 

 
B. Your Step 2A programme task-list may look something like this. 

  Research 
• Define scope, purpose and source(s) of research. Agree roles and responsibilities. 
• Conduct product research and data gathering. 
• Conduct portfolio research and data gathering. 
• Conduct supply market research and data gathering. Undertake requests for 

information if needed. 
• Conduct relationship history research and data gathering. 
• Conduct internal stakeholder needs analysis and determine strategic business 

priorities.   
 

Analysis 
• Derive competitive insight — Porter's five forces, capacity and demand analysis, 

switching costs, SWOT analysis, pricing behaviour, industry competitiveness. 
• Derive economic insight — value chain mapping, cost structures, cost modelling, 

margin analysis, lifecycle costing. 
• Understand supplier capability and preferencing. 
• Determine category sourcing characteristics. 
• Understand the corporate responsibility position of the product and supplier in 

relation to corporate responsibility policy and standards. 
• Understand the procurement implications of existing legislative requirements, 

standards and policies. 
• Review existing supplier relationships and performance. 
• Understand immediate and future stakeholder needs and wants. 
• Understand the performance and efficiency of existing procurement process and 

transaction systems. 
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Phase 2 Prepare strategy; Step 2B Prioritising opportunities 
 

A. The key questions that must be answered in this step are as follows. 
• What are the changes and opportunities that will drive improved performance?  
• What risks need to be addressed? 
• What priorities make sense for the organisation? 

 
B. Step-2B programme task list may look at something like this. 

• Screen and prioritise opportunities. 
• Identify potential suppliers. 
• Determine desired relationship type and segmentation approach. 
• Qualify suppliers. 
• Conduct impact assessment, including corporate responsibility and sustainability 

factors. 
• Assess the capability of the internal procurement process to deliver suggested 

changes. Socialise proposed opportunities with significant stakeholders. 
 
Phase 2 Prepare strategy, Step 3 Prepare/present category strategy 
 

A. The key questions that must be answered in this step are as follows. 
• Is the strategy grounded and are the recommendations supported by the research 

and analysis? 
• What is the benefit, how will it be measured, and is it realistic and tangible? 
• Do the expected benefits stack up in relation to the anticipated risks and to the 

resources required to deliver them? 
• Does the strategy address the business issues and objectives identified at the 

outset? 
 

B. Your Step 3 programme task list may look something like this. 
• Develop sourcing strategy, route to market and other recommended changes. 
• Quantify expected benefits; define resource and cost implications. 
• Quantify risk and develop mitigation plans. 
• Prepare detailed implementation plan. 
• Define relationship management and governance structures. Confirm 

segmentation approach, relationship profiles and roles. 
• Confirm transaction process. 
• Hold formal review before proceeding, i.e. gate review with senior stakeholders. 
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Phase 3 Deliver strategy; Step 4 Implement category strategy/Change recommendations 
A. The key questions that must be answered in this step are as follows. 

• Is the implementation and change programme being communicated effectively?  
• Is implementation proceeding as outlined in the strategy? 
• Are relationships and supporting structures in place? 
• Are performance measurement and reporting systems established?  
• Are benefits secured and captured? 
• Are transition risks being effectively managed?  
• Are stakeholders satisfied? 

 
B. Your step 4 programme task list may look something like this. 

• Create service specification and requirements.   
• Conduct market enquiry.  
• Analyse responses. 
• Select preferred suppliers. 
• Negotiate. 
• Select supplier. 
• Contract with supplier. 
• Mobilise other strategy change initiatives. 
• Measure and communicate progress. 
• Manage transition risk. 
• Initiate relationship management process. 
• Deliver training for new or changed resources, systems, processes. 
• Apply supplier segmentation rules. 
• Agree internal stakeholder relationship outputs. 
• Agree supplier development actions. 
• Transition to business as usual. 
• Undertake post-transition review. 

 
Phase 3 Deliver strategy; Step 5 Maintain 
 

A. The key questions that must be answered in this step are as follows. 
• Are we managing supplier relationships effectively? 
• Are we managing internal stakeholder relationships effectively? 
• Are risks identified and managed? 
• Is the strategy delivering the expected benefits? 
• Is performance monitored and are issues effectively managed and resolved? 
 

B. Your Step 5 programme task-list may look something like this. 
• Manage and evaluate supplier relationships. 
• Manage and evaluate internal relationships. 
• Manage performance non-conformance events, problem resolution, learning. 
• Manage supplier contract. 
• Manage supplier contract variation and changes. 
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• Manage supplier contract termination. 
• Measure and review performance. 
• Communicate with stakeholders and suppliers. 
• Manage ongoing risk and continuity planning. 
• Manage transactions (fulfilment); demand notification, aggregation, forward 

demand planning, supplier allocation and payment.    
• Apply audit and controls. 

 
Phase 4 Align and improve; Step 6 Improve and enhance 
 

A. The key questions that must be answered in this step are as follows. 
• Do we have mechanisms which identify and seek to deliver continuous 

improvements? 
• Do we have the right internal and external behaviours and structures to generate 

and deliver change and innovation?  Are we aware of internal and external changes 
and do we routinely assess how they might present risk or opportunity? 

• Is the category strategy still aligned to the needs and priorities of the organisation? 
 

B. Your Step 6-programme task-list may look something like this. 
• Identify improvement opportunities. 
• Deliver continuous improvement actions; benchmarking, problem analysis, 

competitor analysis, supplier networking and development.      
• Capture and share learning and knowledge. 
• Consider internal and external which change, challenge, provide opportunity or risk 

procurement deliverables. 
• Continue to align strategy and business needs. 
• Communicate progress in delivering strategy and benefits. 
• Formal review to re-affirm strategy effectiveness or as a result of a major internal 

or external trigger event. 
 

10.2 The O’Brien Model 

This model is highly practical and provides more of a process and method that the organisation 

continually repeats, with clear directions as to what to do when, and what you should expect. 

(Table 1) 
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Diagram 12 – The O’Brien model 

 

 

Table 1 – What happens when during the O’Brien’s process 

STAGE 1 
INITIATION 

STAGE 2 
INSIGHT 

STAGE 3 
INNOVATION 

STAGE 4 
IMPLEMENTATION 

STAGE 5 
IMPROVEMENT 

Starts with a ‘Kick 
Off’ workshop 

Starts with a 
‘Situation Analysis’ 
workshop 

Starts with a 
‘Strategic 
Options’ 
workshop 

Starts with an 
‘Implementation’ 
workshop 

(No workshop) 

     

Ends with a Stage 
Gateway Review 

Ends with a Stage 
Gateway Review 

Ends with a Stage 
Gateway Review 

Has a mid-point Stage 
Gateway Review 

(No Stage Gateway) 

     

Realises benefits (No specific 
benefits) 

(No specific 
benefits) 

Realises benefits Realises benefits 

     

Stages 1-3 take 1 to 3 months, typically Takes 2 to 6 months, 
typically 

Takes up to a year, 
typically 
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There are many sourcing and category models, and organisations, driven to 

show they are acting to optimise their practices, may change from one to 

the next endlessly. Constant change in models prevents the organisation 

from realising any of the benefits of any of the models and simply embeds 

confusion, short-termism and distrust of what strategic sourcing and 

category management should achieve.  

• Only one process should be in place within an organisation 

• Everyone should understand it and actively embrace it 

• The language of the process should be relevant to the organisation 

• The process should broadly follow and reflect the fundamentals of 

category management, change management and best practice business improvement. 

 

11.0 Understanding and Evaluating the Data  

Category management implementation begins a process comprising a sequence of activities that 

starts with a review of spend information held within the organisation. This provides the first 

picture of how spend at the organisation works, and what categories may be useful to the 

organisation. 

11.1 Evaluating the data 

The situation, target, proposal tool (“STP”) is useful for gathering information from various sources 

across the organisation. It is a useful general-purpose problem-solving tool that is used throughout 

the category management process. 

• Define the problem or issue you are trying to understand. This frames the process. 

Brainstorm and list everything you know about the current situation as regards the 

problem or issue you have just defined. Sort out the results from the brainstorming into 

some suitable categories. 

• Decide on the outcomes, positions and resolutions you want to result from this process. 

These are the target. Targets should be well defined and ‘SMART’. 

• Decide on an action by which you will achieve the target – this is the proposal. 

• You can also plan out the action and determine the benefits that will result. This will give 

you an ‘STPB’. 

The STP is used as a tool to start the process of evaluating the data and gaining insight. The 

following is the ‘toolkit’ or set of tasks to do and questions to be answered. 

a. Supplier conditioning 

b. Internal data gathering 

c. Supplier data gathering 

d. Market data gathering 

Pick a suitable 

model and stick 

to it, so that is 

has a chance to 

realise the 

benefits it has 

been designed 

to deliver. 
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e. Pricing (approach being used) 

f. Where value is added within the supply chain 

g. Cost vs price breakdown 

h. Current vs future technology 

i. External environment analysis 

j. Market competitiveness 

k. Potential sources of leverage 

l. How the supplier views the relationship or account 

This tool permits a review of existing procurement circumstances within the organisation and 

continues on to provide:  

a. an assessment of the situation at the beginning of category management strategy 

development; 

b.  a series of steps by which to gather various types of data from various sources both 

internal and external to the organisation;  

c. a look at the costs and price of products;  

d. a move on determining strategic direction.  

All of this is supported by ongoing activities, such as refining the business case, communications, 

stakeholder engagement and gathering quick wins as you go along. 

Tasks to do list Questions 

Supplier conditioning What have we bought in the past and what do 
we need in the future?  

Internal data gathering How much did we buy in the past and how 
much do we need in the future? 

Supplier data gathering Who buys this and why and how do they use 
it? 

Market data gathering Are we buying the right things? 

Pricing (approach to be used) What scope is there to buy something 
different that fulfils the same need? 

Where value is added within the supply 
chain 

Are there any opportunities for improving 
efficiency in the way we buy and use this 
category? 

Cost vs price breakdown Are there any technological advances now or 
coming that will present opportunities to us? Current vs future technology 

External environment analysis 

Market competitiveness 

Potential sources of leverage 

How the supplier views the relationship or 
account 
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11.2 Forecast data on categories of spend 

Many organisations do not have integrated systems to support appropriate spend analysis, 

especially if divisions, departments or business units have split or merged in the past. It may be 

necessary to create a rationale for spend analysis. The following is an example as to how to 

undertake this. 

a. Extract data using whatever information systems are available, however primitive. 

Combine multiple data sources and assess them in terms of segmentation of spend. 

b. Interrogate purchase orders and review purchases and purchase patterns over time to 

build up a category stance on what the organisation has bought. 

c. Ask suppliers for a category breakdown of your spend with them but recognise that this 

may be costly or impossible for some suppliers. 

d. Liaise with stakeholders and budget-holders to understand what has been spent in key 

areas.   

e. Analyse finished products and services to identify the nature of and spend upon inputs. 

It will be a challenge to break down, or perhaps build up, useful categories from the products and 

services bought and provided, but remember that at its core a category has to be capable of 

supporting a clear strategy that will be the focus of a sourcing plan and ultimately, demonstrate 

the worth of category management to the organisation. Demand patterns for category groups. 

 

11.3 Day One analysis 

Demand factors are not as simple as a quantity but include how specialised or generic a demanded 

item is, both in its use in the organisation and its position in the market. This affects whether the 

item will be easy or difficult to source, which has implications when it comes to attracting suppliers 

and reducing costs. 

Various models exist to assist the organisation in determining how important products are to their 

operations and working practices and how they sit in the market place in respect of supplier 

availability, e.g. AT Kearney 7 step process. This segmentation analysis is ideal in helping position 

the demand for business requirements. The Day One analysis shows how common categories are 

mapped. 
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Diagram 13 – Day One analysis with example products 

 

 

 

 

 

 

 

 

 

 

Once demands have been mapped to the grid, the organisation can analyse why each product and 

service has been chosen, why they are needed, the implication of choosing them and importantly, 

what can be done to unlock value going forward. 

 

11.4 Types of forecasting 

To some extent all forecasting is subjective. It all involves individual judgment e.g. choosing which 

methods to use, how they are applied, when and in what order, and how to interpret the results. 

• Quantitative forecasting is based on measurable numbers and other hard evaluation 

methods and is strongly objective. 

• Qualitative forecasting is based on opinions, instincts, experience and other soft evaluation 

methods, and is much more subjective. It is better at dealing with uncertainty and the 

unexpected. 

A key part of how you process the data will depend on how you get it. 

• Primary data - data collected by you, directly and according to your own plan. 

• Secondary data - data collected by someone else, for their own purposes, and bought in 

by you. 
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11.5 Reconciling business requirements and category plans 

An important part of creating sourcing strategies, category plans and indeed understanding the 

categories natural to the organisation is to review and understand its business requirements. 

These essentially identify what we need — they describe the product or service we require, its 

specification, the required lead time, delivery requirements, target price etc.. The business 

requirement comes- rom within the organisation, from the individual, department or function with 

the need. The requirement should align with the organisation's needs as a whole (e.g. not 

contradict any general policy such as CSR).  

The following is the organisation's business requirements shown as a step-by-step analytical 

process labelled RAQSCI. Each-step in the process builds on the ones preceding it. 

• Regulatory requirements 

• Assurance of supply requirements 

• Quality requirements 

• Service requirements 

• Cost requirements  

• Innovation requirements 

 

11.6 The RAQSCI approach 

The RAQSCI approach provides the themes and headings under which each category's business 

requirements can be defined. The table below explains each category and outlines the scope of 

the factors each one might cover. 
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Table 2 - The RAQSCI requirements explained 

REQUIREMENT 
 
Regulatory 
 
 
 
Assurance of supply 
 
 
 
 
 
 
 
 
Quality 
 
 
 
 
 
 
 
Service 
 
 
 
 
 
 
 
 
 
 
Cost 
 
 
 
 
 
 
 
 
Innovation 

CONCERNED WITH 
 
Complying with laws and regulations 
 
 
 
The availability and accessibility of 
products and services when they are 
needed 
 
 
 
 
 
 
Consistency and fitness for purpose of 
products and services 
 
 
 
 
 
 
The way in which products and services 
are supplied; support activities 
 
 
 
 
 
 
 
 
 
Costs and prices, including terms and 
mechanisms 
 
 
 
 
 
 
 
Continuous improvement for the 
organisation e.g. to reduce costs, 
increase value, or create competitive 
advantages 

SCOPE 
 

• Complies with relevant and/or forthcoming laws   
and regulations 
 

• Supplier's financial stability 

• Coverage 

• Risk 

• Capacity 

• Delivery 

• Problem management 

• CSR, sustainability and environmental obligations 
 
 

• Design 

• Repeatability 

• Compliance with specification 

• Reliability 

• Measurement 

• Quality management systems and standards 
 

• Lead times and flexibility 

• Inventory 

• Processes and procedures 

• Response times 

• Account management 

• Communication 

• Information 

• Support 

• Training and education 
 

• Acquisition cost goals and objectives 

• Implementation costs 

• Continuous improvement 

• Terms and conditions 

• Charging methodology 

• Cash retention in the organisation 
 

• Capabilities and areas of focus 

• Supply chain markets 

• Internal processes 

• Emerging technology 

• Early involvement in supplier's innovations 

• Sharing and collaboration 
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Business requirements are central to the entire strategic sourcing or category management 

process, and will influence the development of the evaluation criteria for:  

1. selecting the sourcing options; 

2. supporting the development of the supplier selection criteria;  

3. forming the basis of negotiation strategy as these drive the negotiation outcomes;  

4. becoming the basis for the contracts awarded after any competition or interaction with 

the market;  

5. establishing the performance of the supplier delivering the products or services as they 

will point up performance measures;  

6. becoming the basis for ongoing management of suppliers and categories; and 

7. being the trigger for reviews of categories in the future. 

 

11.7 Reviewing existing relationships and performance 

Whilst still inward-facing, we also need to understand the organisation's supply base. Table 3 

details the relevant supply base and supplier data that we need to collect. 

Table 3 – Gathering data on suppliers 

 
 

 

 

DATA WORTH COLLECTING 
 
Current suppliers 

• Product and service range 

• Geographical coverage 

• Sales volumes 

• Financial information 

• Proportion of supplier's sales represented by our spend 

• Quality performance history 

• Accreditations 

• Owners' and top managers' interests 

• Future plans 

• Key customers 
 
Potential suppliers (in addition to above) 

• Alternative suppliers in the market 

• Suppliers who do not currently supply to this market, 
but which could easily adapt 

• Possible new entrants to the market 

DATA SOURCES 
 
Current suppliers 

• Requests for information, proposal and quotation 

• Purchase orders and invoices 

• Supplier's promotional and informational content  

• Industry publications and experts 

• Quality records 

• Visits to or interviews with supplier 

•  Information from partners 

• Benchmarking activities 
 
 
 
 
Potential suppliers (in addition to above) 

• Requests for information (RFI) 

• Supplier's promotional and informational content 

• Industry publications and experts 



General Guidelines - Category Management 

 

 

35 
HGPL03 - 03-2021 - Version 1.0   

Category Management 

This tells us much about our own organisation and the markets it moves within. Essentially, we 

seek to understand who the suppliers are, what they can do, where they are and who else could 
supply what they do. We need also to ask what is the marketplace and what is happening there? 

What is likely to happen there in the future and why? What alternative marketplaces exist, and 

will they be of use to us in fulfilling the category plans that we have? What are the trends in 
that marketplace? 

11.8 Market Trends 

Organisations need to know what is happening in the markets as this affects the behaviour of the 

suppliers within them and the buyers operating amongst those suppliers. Table 4 itemises some 

of the issues. 

Table 4 - Gathering data on markets  

DATA THAT IS POTENTIALLY WORTH COLLECTING 

▪ Market conditions and the factors driving them 
▪ Trends 
▪ Suppliers operating in the market now potential 

entrants to the supply market 
▪ Market competitiveness 

▪ Technology trends and emerging technologies 

▪ Market segments and niches 

▪ Potential opportunities 

▪ Potential threats 

▪ Our power and share of spend in the market 

POTENTIAL DATA SOURCES 

▪ Industry publications 
▪ Interviews and discussions with suppliers 
▪ Interviews and discussions with experts 

▪ Financial reports 
▪ Media reports 
▪ Consultants 
▪ Public indices (e.g. commodity prices) 
▪ Trade shows 

 

 

Undertaking this activity is not easy as there are many suppliers, products and services that make 

up a market place and they reach far and wide. It also depends on the designation of the category 

and the degree to which this is broken down in the terms of market place as to how complex the 

task will be 

12.0 Preparing for the Process 

Knowing how products and services map to our analysis tools and their potential to offer up 

improvements, increased profits or other benefits will help us priorities categories into a plan of 

action. The data that will be uncovered on the products and service that the organisation procures, 

combined with your demand patterns and ability to exert leverage will provide you with an 

opportunity analysis. 

 

 

 

 

 

Worth the effort, but 

later 

 

Priorities 

 

 

Avoid for now 

 

 

Quick wins 

 

 

High 

Low 

High EASE OF 

IMPLEMENTATION 

POTENTIAL 

BENEFITS 

Low 
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The opportunity analysis is used to prioritise categorisation of efforts to the most promising areas. 

It is also a very important tool in placing a hierarchy around categories in the two distinct 

expenditure types – direct and indirect expenditures. The opportunity analysis offers a quick route 

in determining whether it is worth mobilising a team to take on improvement in certain categories 

based on two factors. 

• Potential benefits 

• Ease of implementation 

o Ease to effect change within the organisation 

o Ease in the market place 

 

12.1 Total cost models for category management 

This section will assist to interpret the current and likely future situations regarding the business 

requirements to determine the best sourcing approach. By looking at current prices and judging 

how these will be impacted, one will be able to assess the best ways to procure the goods and 

services the organisation will need. 

 

12.1.1 Purchase price cost analysis (PPCA) 

Challenging the difference between price and cost is one of the key tasks in procurement. The 

recommended tool to use is the purchase price cost analysis (“PPCA”), but it is not suitable for 

every scenario. Its suitability is all to do with power in the exchange with the market; weak buyer 

power will not allow much room for negotiation on the price versus cost debate.  

• Determine the direct and indirect costs for the product or service. 

• List all direct and indirect costs associated with running of the organisation behind these 

products or services. 

• Identify costs estimates for as many items as you can. Remember value also needs to be 

mapped.  

• Agree on actions as to how assess costs that cannot be estimated. 

• Once research is complete, review it and interpret what it is telling you. 

 

12.1.2 Cost analysis 

The categorisation process typically starts with costs. Costs can be categorised according to how 

it relates to the organisation’s level of activity within a specified period of time. A cost analysis will 

include standard costing and a variance analysis.  

Costs analyses also include whole life costing (“WLC”) and total cost of ownership (“TCO”). Though 

both concepts are used interchangeably, WLC means costing an organisation’s input on the basis 
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of costs over its entire existence within the organisation, whereas TCO tends to imply an emphasis 

on the post purchase costs of capital items. 

The following steps can be followed when conducting a cost analysis: 

1.  Identify the need for a cost analysis 

2. Identify the perspective for your cost analysis 

3. Differentiate the programmes you offer 

4. Set the period you want to evaluate 

5. Review previous cost analysis reports, if available 

6. List all direct costs of the program you're evaluating 

7. Include indirect costs 

8. Organise costs to reflect the purpose of your analysis 

9. Gather financial records and information 

10. Total direct costs for the program 

11. Allocate indirect costs to the program you're analysing 

12. Calculate depreciation of assets 

13. Factor in hidden cost 

14. Make conclusions based on your findings 

 

13.0 Stakeholder Needs Analysis 

Identifying and reaching out to stakeholders is key in the category management implementation 

process. Categorising stakeholders often helps understand their intentions with the organisations. 

There are many different divisions in which to categorise stakeholders.  

They can be classified according to their position within the organisation: 

• Internal stakeholders – these are members of the organisation who operate within its 

boundaries. 

• Connected stakeholders – outside the organisation, but with significant stake in its 

activities, frequently through formal ties such as contracts. 

• External stakeholders – the wider range who are less directly affected by organisation’s 

activities and their results. 

Or they can be classified in respect of the supply value chain: 

• Suppliers and outsourced service providers 

• The owners or sponsors of the organisation’s operations – from the Board of Directors to 

the production line workers 

• Secondary stakeholders – not directly connected to the organisation’s activities, but 

impacted by its actions 
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We use stakeholder analysis to meet stakeholder needs. The questions that are usually asked are: 

• Where does your organisation create stakeholder value? 

• How can you do that better? 

• Can you eliminate or reduce focus on processes which do not add stakeholder value? 

To achieve this involves the following steps: 

• Identifying all of the stakeholders 

• Identifying stakeholder needs and interests 

• Classifying groups of interest 

• Identifying groups of conflict – organisation vs stakeholder, stakeholder vs stakeholder 

• Prioritising, reconciling and balancing stakeholders 

• Aligning significant stakeholder needs with the organisation’s strategies and actions 

The following diagram is based on the urgency stakeholders feel for their issues, the legitimacy of 

their interest and the power they have to impact on your programme.  

Diagram 15 - Mapping stakeholders (Mitchell, Agle, and Wood) 

                                         

 

 

 

 

 

 

 

 

 

 

 

 

14.0 Supply Market Factors 

This section focuses on the external environment influencing and shaping the world within which 

categories operate. Industry analysis is a market assessment tool used by organisations and 

analysts to understand the competitive dynamics of an industry. It helps them get a sense of what 

is happening in an industry, i.e., demand-supply statistics, degree of competition within the 

industry, state of competition of the industry with other emerging industries, future prospects of 
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the industry taking into account technological changes, credit system within the industry and the 

influence of external factors on the industry.  

Industry analysis, for an entrepreneur or a company, is a method that helps to understand its 

position relative to other participants in the industry. It helps to identify both the opportunities 

and threats and the present and future scenario of the industry.  

14.1  Types of Industry Analysis Tools 

There are three commonly used and important methods of performing industry analysis. The 

three methods are: 

1. Competitive Forces Model (Porter’s 5 Forces) 

2. Broad Factors Analysis (e.g PESTEL (formerly PEST analysis); STEEPLE) 

3. SWOT Analysis 
 

14.1.1 Competitive Forces Model 

One of the most famous models ever developed for industry analysis, famously known as Porter’s 

5 Forces, was introduced by Michael Porter in his 1980 book “Competitive Strategy: Techniques 

for Analysing Industries and Competitors.” 

According to Porter, analysis of the five forces gives an accurate impression of the industry and 

makes analysis easier. 

Diagram 16 - Competitive Forces Model 

 

 

1. Intensity of industry rivalry 

The number of participants in the industry and their respective market shares are a direct 

representation of the competitiveness of the industry. These are directly affected by all the factors 

mentioned above. Lack of differentiation in products tends to add to the intensity of competition. 
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High exit costs like high fixed assets, government restrictions, labour unions, etc. also make the 

competitors fight the battle a little harder. 

 

2. Threat of potential entrants 

This indicates the ease with which new firms can enter the market of a particular industry. If it is 

easy to enter an industry, companies face the constant risk of new competitors. If the entry is 

difficult, whichever company enjoys little competitive advantage reaps the benefits for a longer 

period. Also, under difficult entry circumstances, companies face a constant set of competitors. 

 

3. Bargaining power of suppliers 

This refers to the bargaining power of suppliers. If the industry relies on a small number of 

suppliers, they enjoy a considerable amount of bargaining power. This can affect small businesses 

because it directly influences the quality and the price of the final product. 

 

4. Bargaining power of buyers 

 If consumers/buyers enjoy market power, they are in a position to negotiate lower prices, better 

quality or additional services and discounts. This is the case in an industry with more competitors 

but a single buyer constituting a large share of the industry’s sales. 

 

5. Threat of substitute goods/services 

The industry is always competing with another industry in producing a similar substitute product. 

Hence, all firms in an industry have potential competitors from other industries. This takes a toll 

on their profitability because they are unable to charge exorbitant prices. Substitutes can take two 

forms – products with the same function/quality but lesser price or products of the same price but 

of better quality or providing more utility. 

 

14.1.2 STEEPLE Analysis 

STEEPLE offers an overview of various external fields. It is an acronym for Social, Technological, 

Economic, Environmental, Political, Legal and Ethical.  

Analysers look at the STEEPLE factors with regard to establishing what they are, but more 

importantly in the context of how they are changing in the organisation’s own business 

environment. The interaction between factors is also key to understanding the environment. 
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Table 5 – STEEPLE Analysis: some key drivers 

 

FACTOR 
 
Socio-cultural 
 
 
 
 

EXAMPLE DRIVERS 
 
Demography by size, age, other social characteristics and 
geographical distribution; Working population; Gender; 
Ethnicity; Education and training; Religion; Social values and 
beliefs; Social mobility and migration; Population 
distribution; Reputation and trust. 

 
 
Technological 
 
 

 
Information and communication technologies; 
Biotechnology; Medical advances; Nanotechnology; 
Robotics; Technological change; Research and 
development; Resource use; Innovation. 
 

 
 
Economic 
 
 
 
 

Macro-economic policy; Markets and prices; Price levels; 
Global trends; Market structures; Sizes of organisations; 
Profits; Public spending; Taxation; Consumption and 
investment spending; Wages and Salaries; Public services; 
Imports and exports; Exchange rates; Balance of payments; 
Employment and unemployment; Labour and capital 
markets; Costs; Personal wealth. 

 
Environmental 
 
 
 

 
Global warming; Conserving natural resources; Sustainable 
development; Pollution; Carbon footprints; Protecting the 
eco-environment; Land and sea use; Recycling and disposal. 
 

Political 
 
 
 
 
 

Party politics; Government; Opposition; Public 
administration; Public policy; Devolved powers; Local 
government; Pressure groups; Public opinion; International 
organisations; State-sponsored investigations and studies; 
Lobbying; Fundraising; Trading blocs. 
 

Legal 
 
 
 
 

Contract law; Employment law, Health and Safety; 
Consumer Protection law; Company law; Codes of 
Practice; Regulatory Bodies; The legal system and the 
courts; Competition law; Jurisdiction and local law 
 

Ethical Balancing stakeholder interests; Ethics in the workplace; 
Ethical business relations; Ethical production; Ethical 
consumption; Ethical procurement; Promoting employee 
welfare; Human rights; Corporate social responsibility. 
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The risk analysis is a suitable complimentary tool. Rank or score the likelihood that a factor will 

change and match this to the impact it would have if it did. The higher the likelihood of change, , 

the greater the impact and the more attention the factor should be given in the organisation’s 

activities. For additional information on risk analysis see General Guidelines: Risk Management. 

 

Where there are high levels of uncertainty, it becomes more difficult to develop a clear picture of 

the industry or world. The following factors should be considered for future assessments.  

• Identify the scope of the analysis that you seek to do 

• Identify the key drivers for change 

• Select opposing key drivers for change to consider alternative stances given the 

uncertainty of the current market position 

• Develop a series of scenarios or ‘what if?’ questions to map the drivers into the market and 

analysis tools 

• Identify impacts on the organisation to attempt to build strategies 
 

 

14.1.3 SWOT Analysis 

SWOT Analysis stands for Strengths, Weaknesses, Opportunities, and Threats.  It can be a great 

way of summarising various industry analysis methods and determining their implications for the 

business in question. 

Diagram 17 – SWOT Analysis 
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14.2 Value Chain Analysis 

The value chain describes the categories of activities within and around the organisation. This 

analysis aids in the determination of the real scope of the organisation, links to the operational 

business, exposes the activities that create value and highlights the importance of stakeholders 

across the organisation and beyond. The following is a three-step process for analysing the value 

chain and network. 

1. Map the supply chain with the product or service and identify all the activities it contains 

to map a complete process flow. 

2. Identify the value added at each step, essentially, those features you pay more for as a 

customer: 

a. Processing 

b. Transport 

c. Innovation 

d. Assured supply 

e. Reliability 

f. Reduced risk 

 

3. Identify opportunities for improvement or reducing waste in the flow of activities: 

a. Eliminating unnecessary or non-value adding steps 

b. Adding new activities to reduce risk 

c. Combining activities to reduce waste 

d. Reassigning activities elsewhere to reduce cost or become more efficient and 

effective 
 

14.3 Analysing Supplier Perceptions 
The supplier preferencing model (Diagram 18), is an analytical tool that can be used to analyse 

and understand the supplier’s perspective, which is analysed as depending on two factors: the 

inherent attractiveness of the customer and the value of the customer’s business. This tool helps 

organisations analyse why suppliers view organisations as they do and to assess strategies to 

change that preferencing.  
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Diagram 18 – Supplier preferencing matrix  

 

 

 

 

 

 

 

 

 

 

 

 

15.0 Pre-Planning Preparation 

Organisations design their activities to deliver their objectives and core goals. Over time these 

change and develop, such that the organisation grows, repurposes and seeks more or different 

competitive advantages. During this development and growth, the challenge for any organisation 

is to maintain the effectiveness of its processes in addressing its markets. Therefore, supply and 

value chain analysis are vital in order to highlight the activities embedded within that delivery that 

mean the most to the organisation’s customers and to its success. 

15.1 The make or buy decision 

Make or buy decisions apply to all potential procurements, whether products, services or raw 

materials. These decisions have a deep impact on the organisation. It necessitates reference to 

procurement strategy; this and corporate strategy need to be aligned to certain values. e.g. 

quality, cost reduction and control, innovation, delivery. Make or buy decisions need to be 

consistent with this higher-level framework. 
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Table 6 – Issues involved in the make or buy decision (Baily, farmer, Jessop and Jones) 

 

Make or buy decisions may be prompted by a number of underlying factors, including the 

following: 

• Deterioration in an existing supplier's quality or performance. 

• Delivery failure or poor service from the existing source. 

• Large price increases. 

• Substantial volume changes. 

•  Pressure to reduce costs. 

• Desire to concentrate internal resources on areas of special competence. 

• Need to design for secrecy. 

• Import substitution. 

• Over-reliance on third parties leading to the desire to change the terms of engagement. 

 

Baily et al suggest a methodical approach. Assess: 

• How important the process is to the organisation 

• How competitive the organisation is in relation to others undertaking the 

process. 

SHOULD WE MAKE SOMETHING WE CURRENTLY BUY? 

• Does the capacity exist within our own organisation? If it does, 
will it be available for the entire planning period?  

• Are the necessary inputs available at economic rates? Will they 
continue to be available at economic rates throughout the 
planning period? 

• Are there specific equipment requirements? What is the cost, 
the working life, the availability and delivery?  

•  Are we satisfied that current suppliers are the most economic? 
• Are intellectual properties and hence licences and royalties 

involved? 
• Are there any taxes (eg value added tax) involved?  
• Are current suppliers currently developing an improved product 

or service? 
• Have current suppliers experienced delivery problems 

(quantity, quality, timeliness)? Have costs (and our selling 
prices) been affected as a result? 

• If there are quality issues, have suppliers' quality systems been 
inspected? To what extent has quality been an issue?  

•  Are we over-specifying? Can we match or exceed quality 
performance at a reasonable cost? 

• if suppliers' costs are growing, why are they growing and would 
we be affected in a similar way? 

• Are there international trade issues (eg duties, permissions) 

involved? Do these increases, decrease or remain unchanged if 

we decide to make rather than buy? 

SHOULD WE BUY SOMETHING WE CURRENTLY MAKE? 
• Are there secrecy and confidentiality issues? 

• What are the workforce implications? Will there be 
redundancies that need to be managed and costed? 

• Are there specific equipment requirements? If so, what is 
the state of our equipment? Could we hire it out to our 
new suppliers? 

• Will we under-utilise our assets if we buy instead of 
making? 

• Are we currently undertaking related development work? 

• Can we collaborate on this with an outside supplier? 
• Will the quantities involved interest an outside supplier?  
• Do we know the total costs of buying? 
• What are the consequences for our other processes that 

interact with the one we are proposing to outsource?  
• What is the forward market position for the planning 

period? 
• Are our specifications correct, complete and usable? 
• Are we in a position to become a raw materials or 

components supplier to our supplier once we outsource?  
•  Can we tell any prospective supplier the length of time for 

which we will require the outsourced item? 
• Can potential suppliers take costs out of the item or 

otherwise improve it? 
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• How strongly the process impacts on the organisation's performance measures 

• The extent to which the process affects other processes. 

• Whether the process links to any strategic issues confronting the organisation. The various 

options are summarised in a simple matrix devised by Ray Carter of DPSS 

Diagram 19 – Determining strategic outsourcing suitability (Carter)       

     COMPETENCE OF CONTRACTORS 

                   High    Low 

 

Low 

CORE IMPORTANCE 

   High

 

15.2 Outsourcing 

Outsourcing is a strategy by which an organisation contracts out major functions to specialised 

and efficient service providers who ultimately become valued business partners. Outsourcing is 

most commonly associated with support services. The organisation’s value chain will comprise 

value-adding, transformative operations, but also those that enable the value-adding operations 

to happen. These support activities are prime candidates to be outsourced to specialists. 

15.3 Switching Costs 

We have explored competitive position and competitive advantage and have discussed analytical 

tools such as Porter’s five forces and the Kraljic’s matrix that support efforts to identify the steps 

one should take to improve their organisation’s standing. A key lever for the buyer is the ability to 

easily move from one supplier to another. The penalty in doing this is termed switching cost. 

Switching costs are the costs that a consumer incurs as a result of changing brands, suppliers, or 

products. Although most prevalent switching costs are monetary in nature, there are also 

psychological, effort-based, and time-based switching costs. A switching cost can manifest itself in 

the form of significant time and effort necessary to change suppliers, the risk of disrupting normal 

operations of a business during a transition period, high cancellation fees, and a failure to obtain 

similar replacement of products or services. The ability to switch can be influenced by a number 

of factors; 

a. The complexity and/or specialist nature of the product or service 

b. The number of suppliers in the market 

c. Buying/selling power 

d. Flexibility 

 

 

Outsource/buy in  

 

Develop contracting 

Collaboration In-house 

https://www.investopedia.com/articles/professionals/012915/how-salesforce-crm-works.asp
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Glossary of Terms 
 

Terms Meaning 

Accountability 
allows an interested party to ensure that the objectives are being 
achieved. 

Accounting Officer 
a person responsible for ensuring that the financial business of the State 
for which he/she is responsible is properly conducted and that public 
funds entrusted to his/her care are properly safe guarded. 

Act 
the Public Procurement and Disposal of Public Property Act, 2015, as 
amended 

Agreement 
a negotiated and typically legally binding arrangement between parties 
as to a course of action. 

Annual Procurement 
Performance Report 

a monitoring mechanism performed on contract delivery progress and 
close-out.  

Annual Procurement Plan 

the requisite document that the procuring entity must prepare to 
reflect the necessary information on the entire procurement activities 
for goods and services and infrastructure to be procured that it plans to 
undertake within the financial fiscal year. 

as-built’ 
as-built drawing is a revised set of drawings submitted by a contractor 
upon completion of a construction project. As-built drawings show the 
dimensions, geometry, and location of all components of the project.  

Asset Management 
the process of ensuring that a company's tangible and intangible assets are 
maintained, accounted for, and put to their highest and best use 

Buyer 
a person that is responsible for identifying and procuring the goods and 
services that an organization requires. 

Codified the arrangement of laws or rules into a systematic code. 

Commissioning 

Project commissioning is the process of assuring that all systems and 
components of a building or industrial plant are designed, installed, 
tested, operated, and maintained according to the operational 
requirements of the owner or final client 

https://investinganswers.com/node/5121
https://investinganswers.com/node/5121
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Terms Meaning 

Competitive Dialogue 
a procedure where an organisation is able to conduct dialogue with 
suppliers/contractors with the goal of developing suitable alternative 
solutions. 

Confidentiality the state of keeping or being kept secret or private. 

Contract Award 
The process of officially notifying a tenderer that they have been 
selected as the preferred provider for a specific contract. 

Contract Management 

to ensure that all parties to the contract fully meet their respective 
obligations as efficiently as possible, delivering the business and 
operational outputs required from the contract and providing value for 
money. 

Contract Price 
The contract price is the price for the goods or services to be received 
in the contract. The contract price helps to determine whether 
a contract may exist. 

Control Activities 
actions established through policies, procedures, guidelines and 
directives.  

Control Environment set of standards, process and structures.  

Defects liability Period 
A defects liability period is a set period of time after a construction 
project has been completed during which a contractor has the right to 
return to the site to remedy defects 

Direct Contracting 
a procuring entity may also opt to purchase directly from one, or where 
feasible, more than one supplier or contractor without competition 
where circumstances dictate. 

Director of Public 
Prosecutions 

the office or official charged with the prosecution of criminal offences. 

Disposal of Public Property 
includes the transfer without value, sale, lease, concession, or other 
alienation of property that is owned by a public body. 

Efficiency achieving procurement objectives within reasonable time and cost. 
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Terms Meaning 

Emergency Procurement 

to consider an urgent and unexpected requirement where the 
conservation of public resources is at risk. Where an emergency exists, 
procuring entity may pursue procurement contracts without complying 
with formal competitive bidding requirements. 

E-purchasing 

Electronic purchasing (e-purchasing), automates and extends manual 
buying and selling processes, from the creation of the requisition 
through to payment of the suppliers. The term e-purchasing 
encompasses back-office ordering systems, e-marketplaces and 
supplier websites. 

Equity all suppliers/contractors have a fair chance of winning the contract. 

Evaluation 
the opening and assessing of bids to identify the preferred provider for 
the project. 

Expression of Interest 
a serious interest from a buyer that their company would be interested 
to pay a certain valuation and acquire the seller’s company through a 
formal offer. 

Fairness 
an even playing field, where all suppliers/contractors are treated 
equally. 

Fixed price 

the price of a good or a service is not subject to bargaining. The term 
commonly indicates that an external agent, such as a merchant or the 
government, has set a price level, which may not be changed for 
individual sales. 

Framework Agreement 

an agreement or other arrangement between one or more procuring 
entities and one or more contractors or suppliers which establishes the 
terms, in particular the terms as to price and, where appropriate, 
quantity, under which the contractor or supplier will enter into one or 
more contracts with the procuring entity during the period in which the 
framework agreement or arrangement applies. 

Goods items you purchase such as furniture, laptops et cetera. 

Ineligibility List the removal of a supplier/contractor from the procurement database. 

Integrity avoiding corruption and conflicts of interest. 
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Terms Meaning 

Internal Control Framework 

a process, effected by the public body’s board of directors, 
management and other personnel, designed to provide reasonable 
assurance regarding the achievement of objectives relating to 
operations, reporting and compliance. 

Invitation to Bid 
a request from the procuring entity inviting providers to submit a 
proposal on a project for a specific goods, works or services. 

Junior Procurement Officer 
a person whose job involves buying low value, low risk goods, works 
and services. 

Legally Binding 

Common legal phrase indicating that an agreement has been 
consciously made, and certain actions are now either required or 
prohibited. For example, a lease for an apartment is legally binding, 
because upon signing the document, the lessor and the lessee are 
agreeing to a number of conditions. 

Letter of Acceptance a formal indication of a successful offer for the project. 

Limited Bidding 
to enable a procuring entity to engage a limited number of suppliers or 
contractors. 

Local Industry Development 

activities that serve to enhance local capacity and competitiveness by 
involvement and participation of local persons, firms and capital market 
and knowledge transfer during the conduct of the programme of goods, 
works or services that are being procured. 

Long term contract 
a contract of more than five years in duration. A long-term contract is 
a contract to perform work for another over an extended period of time 

Market Analysis 
to understand how the supply market works, the direction in which 
the market is going, the competitiveness and the key suppliers within 
the market. 

Mean Time Between 
Failures (MTBF)  

is the predicted elapsed time between inherent failures of a system, 
during normal system 

Mean Time to Repair (MTTR)   
is a basic measure of the maintainability of repairable item. It represents 
the average time required to repair a failed component or device 
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Terms Meaning 

Mobilization 

Mobilisation refers to the activities carried out after the client has 
appointed the trade contractors, but before the trade contractors 
commence work on site. It is a preparatory stage during which the 
majority of activities are managed by the construction manager 

Named Procurement Officer  
a person that leads an organisation’s procurement department and 
oversees the acquisitions of goods, works and services made by the 
organisation. 

Non-Governmental 
Organization 

any non-state, non-profit, voluntary organisation. 

Open Bidding 
an invitation to bid that is advertised either nationally, regionally or 
internationally. 

Parliament 
is the arm of the State entrusted with the responsibility of making laws 
for good governance, and providing oversight of the Government or 
Executive. 

Payment terms  
Payment terms are the conditions under which a vendor completes a 
sale. The payment terms cover. When payment is expected. Any 
conditions on that payment. Any discounts the buyer will receive 

Performance Bonds 

A performance bond, also known as a contract bond, is a surety bond 
issued by an insurance company or a bank to guarantee satisfactory 
completion of a project by a contractor. The term is also used to denote 
a collateral deposit of good faith money, intended to secure a futures 
contract, commonly known as margin. 

Procurement the acquisition of goods, works and services. 

Procurement and Disposal 
Advisory Committee 

to ensure procurement activities including the disposal of public 
property are conducted in line with accepted professional purchasing 
practices and appropriate rules and regulations. 

Procurement Proceedings 

in relation to public procurement, includes the process of procurement 
from the planning stage, soliciting of tenders, awarding of contracts, 
and contract management to the formal acknowledgement of 
completion of the contract. 

Procuring Entity a public body engaged in procurement proceedings. 
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Terms Meaning 

Public Body 

ranging from Ministries to the Tobago House of Assembly (THA), 
Municipal Corporations, Regional Health Authorities, Statutory Bodies, 
State Enterprises, Service Commissions, Parliament, State-owned 
Enterprises, Non-Governmental Organizations, the Judiciary and the 
Office of the President.  

Public Confidence trust bestowed by citizens based on expectations. 

Public Money money that is received or receivable by a public body. 

Public Private Partnership 
Arrangement 

an arrangement between a public body and a private party under which 
the private party undertakes to perform a public function or provide a 
service on behalf of the public body. 

Public Procurement Review 
Board 

a Board to review decisions made by The Office of Procurement 
Regulation. 

Request for Information 
to obtain general information about goods, services or providers and is 
often used prior to specific requisitions for items. 

Request for Proposals 
the Request for Proposals to be prepared by the Procuring Entity for the 
selection of Consultants. 

Request for Quotation 
to invite suppliers into a bidding process to bid on specific products or 
services. 

Retention (public property) the continued possession, use or control of goods. 

Retention (works) 

is a percentage of the amount certified as due to the contractor on an 
interim certificate, that is deducted from the amount due and retained 
by the client. The purpose of retention is to ensure that the contractor 
properly completes the activities required of them under the contract 

Risk  
the potential for failures of a procurement process designed to 
purchase services, products or resources. 

Risk Assessment 
a dynamic and iterative process of identifying, analysing and assessing 
risks.  

Scope of Works 
the detailed communication of requirements for civil or building design 
and/or construction works. 
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Terms Meaning 

Senior Procurement Officer 
a person whose job involves buying high value, high risk goods, works 
and services. 

Service Level Agreements 
(SLA) 

A service-level agreement is a commitment between a service provider 
and a client. Particular aspects of the service – quality, availability, 
responsibilities – are agreed between the service provider and the 
service user 

Services 
the work to be performed by the Consultant/Contractor pursuant to the 
Contract. 

Short-term contract 
  

Temporary contracts. Similar to fixed-term, temporary contracts are 
offered when a contract is not expected to become permanent. 

Socio-Economic Policies  

environmental, social, economic and other policies of Trinidad and 
Tobago authorised or required by the Regulations or other provisions of 
the laws of Trinidad and Tobago to be taken into account by a procuring 
entity in procurement proceedings. 

Solicitation 
seeking information from supply market participants including in the 
case of pre-qualifications.  A solicitation more usually involves seeking 
bids to supply goods, services or works. 

Specifications 
a clear, complete and accurate statement of the description and 
technical requirements of a material/item/service. 

Stand-Still Period 
the period from the dispatch of a notice as required by the Act, during 
which a procuring entity cannot accept the successful submission and 
suppliers, or Consultants can challenge the decision so notified. 

State-Owned Enterprises 
a business enterprise where the government or state has significant 
control through full, majority, or significant minority ownership. 

Supplier Performance 
Management 

a business practice that is used to measure, analyse, and manage the 
supplier’s performance to cut costs, alleviate risks, and drive continuous 
improvement. 

Supplier Registration 

the first step in our process of building and enhancing a global supplier 
community. The information you provide about your company will be 
used to source potential opportunities so be sure to enter as much 
detail about your capabilities as possible. 
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Terms Meaning 

Supplier Relationship 
Management 

the systematic approach of assessing suppliers' contributions and 
influence on success, determining tactics to maximise suppliers' 
performance and developing the strategic approach for executing on 
these determinations. 

Sustainable Development 
the developmental projects that meet the needs of the present without 
compromising the ability of future generations to meet their own 
needs. 

Sustainable Procurement 

a process whereby public bodies meet their needs for goods, works or 
services in a way that achieves value for money on a long-term basis in 
terms of generating benefits not only to the public body, but also to the 
economy and wider society, whist minimising damage to the 
environment. 

Terms of Reference 

the Terms of Reference that explains the objectives, scope of work, 
activities, and tasks to be performed, respective responsibilities of the 
Procuring Entity and the Consultant, and expected results and 
deliverables of the assignment. 

The Office of Procurement 
Regulation 

a body corporate established pursuant to an Act of Parliament, namely 
the Public Procurement and Disposal of Public Property Act, 2015. 

Transparency appropriate information is placed in the public domain. 

Treaty a formally concluded and ratified agreement between countries. 

Two-Stage Bidding 
a procurement method where submission of proposals takes place in 
two (2) stages, where the technical and financial proposals are 
submitted separately. 

Value analysis   Value analysis can be used to optimise reliability, availability and 
maintainability requirements during requirement analysis and 
equipment design. Consideration can be given to possible upgrades and 
avenues for upgrading equipment and software. It can define what 
additional or enhanced capability is, or may be, required. The timeframe 
for implementing the upgrade and information required to evaluate the 
bids received may be included in the request for bids 

Value for Money 
the value derived from the optimal balance of outcomes and input costs 
on the basis of the total cost of supply, maintenance and sustainable 
use. 
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Terms Meaning 

Warranty Claims 
Customer’s claim for repair or replacement of, or compensation for 
non-performance or under-performance of an item as provided for in 
its warranty document 

Works the construction and engineering works of all kinds. 
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List of Acronyms 

ABBREVIATION EXPLANATION 

ACI American Concrete Institute 

AO Accounting Officer 

APETT Association of Professional Engineers of Trinidad and Tobago 

APP Annual Procurement Plan 

APPR Annual Procurement Performance Report 

ASPA Annual Schedule of Procurement Activities 

ASTM American Society for Testing and Materials 

BATNA Best Alternative to a Negotiated Agreement 

BOATT Board of Architecture of Trinidad and Tobago 

BOETT Board of Engineering of Trinidad and Tobago 

BOQ Bills of Quantities 

BS British Standards 

CAP Contract Administration Plan 

CBTT Central Bank of Trinidad and Tobago 

CEO Chief Executive Officer 

CFR Code of Federal Regulations 

CIMS The Cleaning Industry Management Standards 

CIPS Chartered Institute in Procurement & Supply 

CM Contract Management 

COSO Committee of Sponsoring Organisations of the Treadway 
Commission 

CPAF Cost Plus Award Fee 

CPFF Cost Plus Fixed Price 

CPIF Cost Plus Incentive Fee 

CPM Contract Management Plan 

CQS Selection based on Consultants’ Qualifications  

CSR Corporate Social Responsibility 

CTB Central Tenders Board 

CV Curriculum Vitae 

DBR Design Brief Report 

DN Delivery Note 

DPP Director of Public Prosecution 

DSR Design Standards Report 

ECCE Early Childhood Care and Education 

EMA  Environmental Management Agency 

EN European Standards 

EOI Expression of Interest 

EU European Union 

FBS Selection under Fixed Budget 
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FFP Firm Fixed Price 

FIDIC Fédération Internationale Des Ingénieurs-Conseils 

FPEPA Fixed Price with Economic Price Adjustment 

FPPI Fixed Price Plus Incentive 

GPS Global Positioning System 

HP Hewlett Packard 

HSSEQ Health Safety Security Environment and Quality 

IAS Institute of Advanced Study 

ICT Information and Communication Technology 

IDS Intrusion Detection System 

IFB Invitation for Bid 

IFRS International Finance Reporting Standards 

IGRF Internal Goods Received Form 

ILO International Labour Organisation 

IR Inception Report 

ISO The International Organization for Standardization 

IT Information Technology 

ITB Invitation to Bid 

JPO Junior Procurement Officer 

JV Joint Venture 

KPI Key Performance Index 

LCS Least Cost Selection  

LHA Local Health Authority 

LTA Long Term Agreement 

MOWI Ministry of Works and Infrastructure 

MS Microsoft 

MTBF Mean Time Between Failure 

MTTR Mean Time to Repair 

NASPO National Association of State Procurement Officials 

NATT National Archive of Trinidad and Tobago 

NGO Non-Governmental Organization 

NGOs Non-governmental Organisations 

NIB National Insurance Board 

OECD Organisation for Economic Co-operation and Development 

OPR The Office of Procurement Regulation 

OSH Trinidad and Tobago Occupational Safety and Health 

OSH  Occupational Safety and Health 

OSHA Occupational Safety and Health Administration 

P&DAC Procurement and Disposal Advisory Committee 

PAHO  Pan American Health Organisation  

PMBOK Project Management Book of Knowledge - Guide Sixth Edition 

PO Procurement Officer 
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PP&DPP Public Procurement and Disposal of Public Property ACT 2015, as 
amended 

PPC Public Procurement Cycle 

PPDPPA Public Procurement and Disposal of Public Property Act 

PPPA Public Private Partnership Arrangement 

PPRB Public Procurement Review Board 

PR Preliminary Report 

QBS Quality Based Selection 

QCBS Quality and Cost-Based Selection  

RFI Request for Information 

RFO Request for Offer 

RFP Request for Proposal 

RFQ Request for Quotation 

RH Relative Humidity 

SAMF Strategic Asset Management Framework 

SCP Sustainable Consumption & Production 

SDGs Sustainable Development Goals 

SLA Service Level Agreements 

SOE State-Owned Enterprises 

SOR Statement of Requirements 

SOW Scope/Statement of Works 

SP Sustainable Procurement 

SPM Supplier Performance Management 

SPO Senior Procurement Officer 

SRM Supplier Relationship Management 

SSID Service Set Identifier 

STOW Safe to Work 

SWOT Strengths, Weaknesses, Opportunities and Threats 

TCPD Town and Country Planning Division 

TOR Terms of Reference 

TTD Trinidad and Tobago Dollars 

TTFS Trinidad and Tobago Fire Service 

UPS Uninterrupted Power Supply 

VAT Value Added Tax 

Vfm Value for Money 

VPN Virtual Private Network 

WASA Water and Sewerage Authority of Trinidad and Tobago 

WHO World Health Organisation 


