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Procurement Categories 

As mentioned in the video there are basically three categories for procurement. They are construction 
or works, services, and goods. If you go on any government bid depository, you will be asked what 
category you are interested in. There are pros and cons to these procurement categories, that you as a 
project manager, should be aware of. These were discussed in the video.  

I think the most important takeaway is, with the global economy, knowing where all the components are 
coming from.  The repulper I mentioned in the video had components from Canada, USA, France, and 
Japan. It was bought from a Canadian vendor and assembled in Canada. If you are buying goods from 
a European vendor it could be worse. Components sourced from an unstable country could be 
devastating to your project. As a project manager, investigate, but expect the unexpected. 

It is being said that we are at the beginning of the end of Globalism. Right now, you can get 
components from around the globe and assemble them into a product. However, countries are now 
using the supply chain as a weapon. Therefore, you can not depend on getting what you need from 
other countries. Big companies won’t take a chance on supply issues. 

Purchasing (These Are Typical) 

Under $25,000 
Materials up to $10,000 and services up to $25,000 can be procured on a single source basis. 
From $25,000 to $100,000 
Written Request For Quotation (RFQ) is required. We want to look for competitive bids when alternate 
suppliers are available. 
Over $100,000 
RFQ is required. Competitive bids will be obtained. Prefer a minimum of three (3) bids in writing. 

A sole source justification is required for purchases over $100,000 no matter the reason. 

Procurement Risk 

As stated by the Construction Industry Institute - “The ideal contract, the one that will be most cost 
effective, is the one that assigns each risk to the party that is best equipped to manage and minimize 
that risk, recognizing the unique circumstances of the project.” Again, your job is to get rid of the 
uncertainty and mitigate risk. Here’s a couple of risk issues. 

Market Risk 
I worked for one company that caught up in the collapse of the Japanese economy in the late 90’s. The 
company was building a power plant in Japan when the Owner bailed on the project. Our company was 
stuck with $10 million in equipment the Owner had no money to pay for. Our company eventually went 
bankrupt. With a looming recession, be careful out there. 

Scope Risk 
A simple example is digging a hole. There is either water in the hole or not. If you assume the risk of 
water, you tell the contractor there is no water and if he finds some you will pay him to pump it. You will 
get a low bid. If you tell him to assume water in the hole, he will assume the risk and cover his cost with 
a higher bid. So by assuming risk, you will get a lower bid. 
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