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Course Agenda

1. Define project procurement. 

2. Explain the procurement management process.

3. Understand procurement planning. 

4. Identify procurement documents. 

5. Differentiate contract types. 

6. Explain procurement risks.

7. Understand AI applications in project procurement.
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Definition

▪ Project procurement is the process of acquiring products, services, or resources 

from external suppliers to complete a project successfully.

▪ Project procurement ensures that the right goods and services are acquired at 

the right quality, cost, and time to achieve the project's objectives.

Purpose

•Obtain the required goods and services for the project. 

•Achieve the best value for money. 

•Ensure quality standards are met. 

•Minimize procurement risks. 

•Deliver resources on time. 

•Comply with legal, ethical, and contractual requirements. 

What is Project Procurement?
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Why importance of Project Procurement matters:

•Reduces project cost 

•Improves quality 

•Ensures timely delivery 

•Provides access to expertise 

•Manages supplier relationships 

•Supports project success

Importance of Project Procurement
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•Plan Procurement – 

 Identify what needs to be purchased and prepare the procurement strategy. 

•Solicit Suppliers – 

 Request bids, quotations, or proposals from potential vendors. 

•Evaluate and Select Suppliers – 

 Compare offers based on cost, quality, experience, and capability. 

•Award and Manage Contracts – 

 Negotiate, sign, and administer contracts while monitoring supplier

 performance. 

•Close Procurement – 

 Verify that all contractual obligations have been fulfilled and formally

  the contract.

Key Activities in Project Procurement
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According to project management standards, procurement includes:

1.Plan Procurement Management 

2.Conduct Procurements 

3.Control Procurements

Project Procurement Management Processes
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Project Need

      ↓

Plan Procurement

      ↓

Prepare Procurement Documents

      ↓

Request Bids/Proposals

      ↓

Evaluate Suppliers

      ↓

Award Contract

      ↓

Manage Contract

      ↓

Close Procurement

Procurement Life Cycle Flow
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Procurement Life Cycle Flow Project: 

Purchase an MRI Machine for a hospital
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Stage Example

Identify the Need The hospital requires a new MRI machine to improve diagnostic services.

Plan Procurement
Define technical specifications, budget, maintenance requirements, and 

delivery schedule.

Prepare Documents Develop the SOW and issue an RFQ or RFP.

Solicit Quotations Request quotations from approved medical equipment suppliers.

Evaluate Offers
Compare image quality, warranty, maintenance support, training, price, 

and delivery time.

Award Contract Select the supplier offering the best value.

Manage Contract
Monitor manufacturing, shipping, installation, staff training, and 

acceptance testing.

Close Procurement Confirm successful installation, complete payment, and close the contract.



•Make-or-buy analysis

•Budget estimation 

•Risk assessment 

•Procurement schedule 

•Supplier strategy 

Output:

•Procurement Management Plan

Procurement Planning
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•Statement of Work (SOW) 

 Describes the products, services, or work to performed, including

 requirements and deliverables. 

•Request for Proposal (RFP)

 Invites suppliers to submit detailed technical and commercial proposals for

 complex procurements.

•Request for Quotation (RFQ)

 Requests suppliers to provide price quotations for well-defined goods or 

services.

•Invitation to Bid (ITB) 

 Invites qualified suppliers to submit competitive bids, usually when

 requirements are clearly specified.

Procurement Documents
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Bid/Proposal Evaluation Report 

Documents the evaluation process and compares supplier proposals based on 

predefined criteria.

Purchase Order (PO) 

A formal document authorizing the purchase of goods or services from a supplier.

Contract Agreement 

A legally binding document that defines the rights, responsibilities, terms, 

conditions, and obligations of both buyer and seller.

Contract Change Order 

Authorizes approved changes to the scope, cost, schedule, or other contract terms.

Procurement Documents
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Procurement Performance Report 

Tracks supplier performance, delivery status, quality, costs, and compliance 

with the contract.

Procurement Closure Report Confirms that all contractual obligations have 

been completed and documents lessons learned before formally closing the 

procurement.

Procurement Documents
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Project procurement varies by industry, but in every case the company purchases 

goods, services, or expertise from external suppliers to support a project.

Example 1: Construction Project

Project: Build a 20-story office building

Procurement Items
Cement 

Steel reinforcement 

Glass façade 

Elevators 

Air conditioning systems 

Electrical wiring 

Fire protection systems 

Construction equipment rental 

Architectural consulting services

Examples of Project Procurements in Companies
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Example 2: IT Project

Project: Implement an Enterprise Resource Planning (ERP) system

Procurement Items

•ERP software licenses 

•Cloud hosting services 

•Servers 

•Database software 

•Cybersecurity solutions 

•IT consulting services 

•User training services

Examples of Project Procurements in Companies
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Example 3: Hospital Project

Project: Build a new hospital wing

Procurement Items

•CT and MRI scanners 

•Hospital beds 

•Ventilators 

•Laboratory equipment 

•Medical gases system 

•Nurse call system 

•Building construction services

Examples of Project Procurements in Companies
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Example 4: Manufacturing Project

Project: Expand a factory

Procurement Items

•CNC machines 

•Industrial robots 

•Conveyors 

•Forklifts 

•Packaging machines 

•Quality inspection equipment

Examples of Project Procurements in Companies
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Example 5: Renewable Energy Project

Project: Construct a solar power plant

Procurement Items

•Solar panels 

•Inverters 

•Batteries 

•Transformers 

•Monitoring systems 

•Civil construction services 

•Electrical installation services

Examples of Project Procurements in Companies
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Steps:

1.Issue solicitation 

2.Receive proposals 

3.Technical evaluation 

4.Financial evaluation

5. Negotiation 

6. Contract award 

 

Supplier Selection Process
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• A contract is a mutually binding agreement that obligates the seller to 
provide the specified products or services and obligates the buyer to pay for 
them

• Contracts can clarify responsibilities and sharpen focus on key deliverables of 
a project

• Because contracts are legally binding, there is more accountability for 
delivering the work as stated in the contract

• A recent trend in outsourcing is the increasing size of contracts

Contracts
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Types of Contracts

• Different types of contracts can be used in different situations

• Fixed price or lump sum contracts: involve a fixed total price for a 
well-defined product or service

• Cost reimbursable contracts: involve payment to the seller for direct 
and indirect costs

• Time and material contracts: hybrid of both fixed price and cost 
reimbursable contracts, often used by consultants

• Unit price contracts: require the buyer to pay the seller a predetermined 
amount per unit of service

• A single contract can actually include all four of these categories, if it 
makes sense for that particular procurement
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Cost Reimbursable Contracts

• Cost plus incentive fee (CPIF): the buyer pays the supplier for allowable 
performance costs plus a predetermined fee and an incentive bonus

• Cost plus fixed fee (CPFF): the buyer pays the supplier for allowable 
performance costs plus a fixed fee payment usually based on a percentage 
of estimated costs

• Cost plus percentage of costs (CPPC): the buyer pays the supplier for 
allowable performance costs plus a predetermined percentage based on 
total costs
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• A statement of work is a description of the work required for the 
procurement

• If a SOW is used as part of a contract to describe only the work required for 
that particular contract, it is called a contract statement of work

• A SOW is a type of scope statement

• A good SOW gives bidders a better understanding of the buyer’s 
expectations

Contract Statement of Work (SOW)
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A well-written Statement of Work should answer the following questions:

•What work will be done? (Scope) 

•Why is the project being undertaken? (Purpose and objectives) 

•Who is responsible? (Roles and responsibilities) 

•When will the work be completed? (Schedule) 

•How will success be measured? (Acceptance criteria and success metrics) 

•How much will it cost? (Budget and payment milestones) 

Statement of Work (SOW) 
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•Supplier delays

•Poor quality 

•Cost overruns 

•Contract disputes 

•Supply shortages 

•Currency fluctuations

Procurement Risks
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Artificial Intelligence (AI) is transforming project procurement by automating 

routine tasks, analyzing large volumes of data, predicting risks, and supporting 

better decision-making. Below are practical examples that can be used in a 

Project Management course.

AI can help with:
•Supplier evaluation 

•Demand forecasting 

•Contract analysis 

•Risk prediction 

•Fraud detection 

•Invoice automation 

•Spend analysis 

•Supplier performance monitoring

AI in Project Procurement
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•Procurement supports project success.

•Planning is essential. 

•Contract selection affects project risk. 

•Supplier evaluation is critical.

•Procurement requires continuous monitoring. 

•AI is transforming procurement through automation and analytics.

Summary
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Summary of Learning Objectives

1. Define project procurement. 

2. Explain the procurement management process.

3. Understand procurement planning. 

4. Identify procurement documents. 

5. Differentiate contract types. 

6. Explain procurement risks.

7. Understand AI applications in project procurement.
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Thank You
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