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Contract Principles
[bookmark: _GoBack]Purchasing and supply chain management requires management and purchasing professional to have adequate and current knowledge of laws, contracts, and policies. Purchasing professionals undertake strategic and risky roles in any organization. These professional are tasked with managing an organization’s relationships with the supply chain. Purchasing professionals are required to understand the laws, codes, and regulations that influence their everyday work (Monczka, et al., 2016 p. 88-100). The main reason for this is that the principles of supply management have legal implications. Therefore, when procurement professionals are up-to-date with laws and contract principles they can easily reduce the risk of legal cases or legal actions in their activities. As such, the purchasing team is required to ensure that their activities are in line with both the industry regulations as well as company policies (Monczka, et al., 2016 p. 88-100). Due to the nature of some organizations, purchasing professionals are required to understand international laws to avoid any risk for the organization. Most legal issues surrounding procurement can easily be mitigated through knowledge on laws, regulations, and codes of purchasing and supply management.
Furthermore, knowledge on contracts is also important to purchasing professionals. According to Johnson and Flynn (2015, p. 432-463) a contract is what establishes the initial relationship with a supplier. Therefore, purchasing professionals should have comprehensive knowledge of contract principles to establish valuable, effective, and efficient relationships with suppliers. Contracts are also subject to legal actions, meaning that any rules or regulations not considered may be a risk for any company or individual employee. Additionally, contracts have a far-reaching influence on the core strategies as well as objectives of an organization. Without proper knowledge of contracts, purchasing professionals may not be working towards realizing the organization’s goal. A key responsibility of procurement professionals includes protecting their organization from any unjust contracts or unethical commercial practices (Johnson and Flynn 2015, p. 432-463). Therefore, employees should always learn on contract principles and laws to ensure that they fulfill their obligations.
Contracts are of great importance to the organization as a whole. As stated earlier, contracts are considered as roadmaps towards building a relationship with a supplier. As such, contracts tend to focus on achieving organizational goals and objectives. Before a contract can be awarded, the procurement department has to undergo different phases (Johnson and Flynn 2015, p. 432-463). This involves adopting a sourcing strategy, selecting potential suppliers, developing a contract and negotiation. All these steps are linked to contract principles. Organizations should always consider the nature of each contract as it relates to their overall performance. Firstly, firms consider contracts vital since they seek to acquire something of value through a product, payment, or service from their suppliers (Johnson and Flynn 2015, p. 432-463). This means that each contract is a reflection of the relationship with each supplier. Valuable and effective contracts clearly specify an organization’s objectives as well as common objectives with the supplier. This ensures there is an efficient working relationship that benefits both businesses, while reducing risks and losses. 
Organizations also view contracts as their individual guarantees to their customers. This means that customer value starts right from the supply chain until they reach the final consumer as finished products. Therefore, contracts are legally binding ensuring that both parties can hold each other liable if any conditions are violated (Johnson and Flynn 2015, p. 432-463). For organizations, this means that suppliers can be held accountable for their actions as well as managing their performance. Organizations also communicate shareholder concerns through the same contracts. This is because each contract a company awards reflects much on their performance. Organizations that are successful always consider competent parties as suppliers to ensure that they are competent and understand what they are doing. Overall, contracts have company-wide implications especially in terms of performance towards strategic goals and objectives.   
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