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Abstract 

 
Title: Advancing purchasing performance in medium sized manufacturing companies. 
 

Author: Linnéa Lind 
 
Advisor: Karl Bonnedahl 
 

Background and research problem: In more recent years, the purchasing function has been 
given more attention as it has come to play a bigger role in improving and maintaining 
company performance. One of the underlying reasons for this could be the trend of 
increased outsourcing which implies that costs that used to be internal in form of wages and 
production costs are now external in the form of purchased items. This development 
therefore enhances the strategic importance of purchasing and the need for managing the 
relations with external sources.   
 
Currently available research in the area of purchasing management is mostly based on large 
companies and puts forward general guidelines for increasing purchasing effectiveness. 
From my observations of previous research I have concluded that there is a need for gaining 
a better understanding of how purchasing performance can be advanced in medium sized 
companies in particular. Currently available theory also show that the techniques and tools 
that provide for operational effectiveness and efficiency in purchasing also differs dependent 
on the industry and the relative position of the company in the value chain. Through 
studying purchasing for companies of this specific size segment with a similar position in the 
value chain the objective to be able to generate solutions for improving the purchasing 
function that are better fitted to this company segment. 
 

Research purpose: The purpose of this paper is to investigate what measures can be taken 
to improve the purchasing function in medium sized manufacturing companies.  
 
Method: The study is based on a qualitative research design and has been conducted by the 
use of semi-structured interviews. Five medium sized manufacturing companies participated 
in the study. 
 
Theoretical perspective: Literature relating to competitive strategy, the construct and 
process of the purchasing function and theories concerning improvements of the same is 
overviewed. 
   
Conclusions: The main obstacles to improving purchasing performance in medium sized 
companies are cooperation, information and costs. By improving organizational coordination 
and knowledge about internal processes, medium sized manufacturing companies could also 
have a better ability to identify separate issues specific to their company that is causing 
ineffectiveness in the purchasing function.  Information about costs and complete cost 
calculations are also of essence for being able to correctly evaluated alternatives and to 
make well informed choices. 
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1 
 

1. Introduction 
 

______________________________________________________________________________________________________________________________________________________  
This section is intended to give the reader an introduction to the subject of the thesis. The 

chapter begins with a presentation of the background of the thesis and a description of the 

research problem. Further on the study’s purpose and the implications of the research is 

declared as well as the disposition of the thesis. 

______________________________________________________________________________________________________________________________________________________ 
 

 

1.1 Background 

 

For a long time, purchasing has been viewed as an operational function without any 
substantial strategic significance. However, in more recent years, the strategic importance of 
this function has been given more attention.1 One of the underlying reasons for this could be 
the trend of increased outsourcing.  Due to the increased competitive pressure, caused by 
among other things globalization, the long term strategy of many industrial companies 
nowadays is focused on selective growth which refers to a combination between enhancing 
the core activities and starting up new projects.2  
 
As a consequence, industrial companies have been known to sell of those activities that are 
not considered to belong to the core business, thus reducing their ownership in raw 
materials sources and distribution channels.3 Outsourcing implies that costs that used to be 
internal in form of wages and production costs are now external in the form of purchased 
items. This development therefore enhances the strategic importance of purchasing and the 
need for managing the relations with external sources4. One effect of outsourcing is thus the 
increase in the number of organizations involved in satisfying customer demand. An 
outcome of this development is that the concept of supply chain management, SCM, has 
received a great deal of attention in marketing, logistics and purchasing literature 5. 
 
Essentially, Supply Chain Management integrates supply and demand management within 
and across companies. There is currently no agreement among researchers and practioners 
about the definition of SCM. However, the notion of SCM generally refers to the way that 
material processes are managed within the company as well as how external material 
processes are handled. Within SCM it is common to differentiate between incoming material 
flows and outgoing material flows where incoming flow refers to the way material is 
accessed and covers all the activities needed to optimize the goods flow from the supplier to 
the point of consumption within the company. Outgoing material flow directs to the 

                                                 
1 Pearcy and Giunipero, 2008  
2 Van Weele, 2005, p. 138. 
3 Van Weele, 2005, p. 138. 
4 Van Weele, 2005, p. 138. 
5 Giunipero and Brand, 1996. 
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distribution of the product from the company to the consumer. The scope of SCM 
sometimes also includes the material flows from the supplier’s supplier as well.6 
 
Hence, SCM is overall a cross-functional approach for managing the movement of materials 
into an organization, certain aspects of the internal processing of materials into finished 
goods, and then the movement of finished goods out of the organization toward the end-
consumer.  
 

 
 

 
 
Figure 1.1 Supply chain management (Compiled from the works of Van Weele7)  

 
 
The model depicted above is a recollection from the work of Van Weele and illustrates the 
involvement of the organizational functions in the concept of SCM. The main reason for 
looking in to the subject of SCM and purchasing in the first place was that a medium sized 
manufacturing company had listed an ad where they requested help with retrieving 
information about how to improve their purchasing function. Purchasing refers to the 
acquisition of goods or services at the best possible total cost of ownership. Thereby, the 
concept of procurement is strongly interlinked with purchasing management as 
procurement relates to the function of purchasing inputs used in the value chain.8  
 
When looking further into theories available on procurement and purchasing management it 
was evident that there was no research that has been devoted to explaining how medium 
sized companies in particular can improve their purchasing function. Currently available 
research in the area of purchasing management mostly focuses on managements attempt to 
attain efficiency and cut cost and rather standardized models are proposed for increasing 
purchasing effectiveness. In addition, these models are often based on large companies and 
puts forward general guidelines. However, a company’s specific characteristic is a 
consideration when applying all kinds of strategies as strategies commonly needs to be 
customized in order to suit the conditions of the firm9.  
 
Firm size has been proposed to be an important fundamental characteristic when 
considering the optimal way for firms to act. Wincent for example means that the size of the 
company determines the behavior both inside and outside of the firm10. Other researchers, 
for example Morrell and Ezingeard11, Quayle12 and Archer, Kang and Wang13  means that the 

                                                 
6 Van Weele, 2005, pp. 204-208. 
7 Van Weele, 2005, pp. 12-13, 204-208. 
8 Van Weele, 2005, pp. 9-10. 
9 Van Weele, 2005, p. 144. 
10 Wincent, 2005 
11 Morrell and Ezingeard, 2002  

Procurement 

Demand chain management Supply chain management 
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size of the firm is a determinate for how firms tend to act in the value chain and to what 
extent they are able to adopt to system development techniques. Thus, there is reason to 
think that company size is likely to influence the way companies operate when it comes to 
purchasing. It is against this background that this research has been initiated. From my 
observations of previous research I have concluded that there is a need for gaining a better 
understanding of how purchasing performance can be advanced in medium sized companies 
in particular. 
 
Another factor that is commonly viewed as a fundamentally defining characteristic for the 
company’s strategic choices is the firm’s relative position in the value chain. 14  The function 
of the company in the chain is fundamental for determining the individual firms supply 
strategy. The techniques and tools that provide for operational effectiveness and efficiency 
in purchasing hence also differs dependent on the industry and the relative position of the 
company in the value chain15.  
 
For this research project I have therefore chosen to study companies of medium size that 
have a similar function in the value chain. Five companies in total are included in the study 
and since the initiator of this research project is a manufacturing company the additional 
four companies chosen are as well manufacturing companies. All the five companies are B2B 
companies which mean that they are positioned in the middle of the value chain. By 
choosing companies with similar size characteristics and position in the value chain, the 
hope is to attain a description of how purchasing improvements can be attained in medium 
sized companies devoted to manufacturing.  
 
Through studying purchasing for companies of this specific size segment with a similar 
position in the value chain it is my objective to be able to generate solutions for improving 
the purchasing function that are better fitted to this company segment. In addition, since the 
time frame for conducting this research project simply would not be sufficient to study all 
purchases made by the companies I have chosen to limit this study to include the process of 
purchasing material and components needed for the production of a product. The purpose 
with this limitation is to attain a more throughout view of the purchasing process related to 
these purchases.  
 
 
 

 

 

 

 

 

 

                                                                                                                                                         
12 Quayle, 2003 
13 Archer, Wang and Kang, 2008 
14 Lambert, Cooper and Pagh, 1998 
15 Chenhall, 1996 
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1.2 Research Purpose and Implications of the Study 

 
Purpose: The purpose of this paper is to investigate what measures can be taken to improve 
the purchasing function in medium sized manufacturing companies. The result of the study 
is intended to function as a complement to existing research concerning purchasing 
improvements. 
 
 

 

1.3 Outline of the Thesis 
 
Chapter 1 is intended to give an introduction to the thesis and provide a background to the 
subject. In this section, the underlying factors that have originated the thesis as well as the 
purpose and problem description of the thesis are declared.   
 
Chapter 2 explains the methods that have been applied when doing the theoretical research 
which come to function as a foundation for the research. In this chapter, the writer’s 
approach to reality and preconception is also declared.    
 
In Chapter 3 the general theories and models concerning the subject are presented. These 
are brought up in order to give an understanding for the subject of study and to render 
previous research in the area, but also to provide a foundation to the future analysis of the 
empirical material.  
 
Chapter 4 describes the practical method that has been applied when doing the research 
and collecting the empirical data. The advantages and disadvantages of the method are put 
forward along with the limitations the method implies for the research results.  
 
Chapter 5 concludes the data from the empirical research and recaptures what has been 
brought out from the interviews of the company.  
 
In Chapter 6 the analysis is formed by connecting theory to the empirical study. The findings 
of the study are discussed and conclusions from the results are drawn.   
 
In Chapter 7 thesis is summarized and the findings of the study is presented. A discussion 
about the results is held and the conclusions drawn from the analysis is revealed.  
 
Chapter 8 rounds up the thesis by recapturing the contributions of the study and giving 
suggestion for further research in the area.  
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2. Theoretical Research Method 
 

______________________________________________________________________________________________________________________________________________________  
In this chapter the methodological viewpoints concerning the theoretical part of the study 

will be depicted. The choice of subject and my own preconception is discussed along with the 

approach to reality and the methodology relating to the literature study. 

______________________________________________________________________________________________________________________________________________________  

  
2.1 Choice of Subject 
 
Trough studies in marketing and business, I have realized that company success goes 
through the customer, and it is by selling the product to consumers that profit is made. 
However, when looking deeper in to the constellation of businesses, it is evident that 
profitability is dependent on the interaction between the company and the market, but also 
on the cooperation of functions within the firm. All functions within a company have a need 
for analyzing their market in order to make to most beneficial decisions. One such function 
in purchasing which due to changing market condition and increased competition has 
become of strategic importance. 
 
The interest for purchasing, and the realization of the importance of this to marketing, was 
made when I attended a course in purchasing marketing last year. Later on, as I was 
preparing for doing this research project I was looking through the internet for inspiration 
for the subject of the project whereas I stumbled upon a research assignment listed on the 
web page examensjobb.nu. The task submitter was requesting an investigation about the 
purchasing function in the company in order to look for possible improvements. Thus, this 
company, referred to as Company X in this thesis, wanted to know how they could advance 
their purchasing performance.  
 
The aim with doing this research was partially to help this company but I also realized that 
by extending the research to include more company cases I could increase the possibility of 
being able to generalize the results from the study. A medium sized company is here defined 
as a company that employs between 50 and 250 people.16 In Sweden alone, there were in 
2007 4389 medium sized companies. This can be compared to the 860 large companies that 
were active in Sweden during the same year.17 Thus, there is a great deal of medium sized 
companies active in the economy and therefore there should also be of interest to 
investigate how these medium sized companies can advance their purchasing function. The 
results of the study should be of interest to students, future entrepreneurs and company 
managers.     
 
 
 
 
 
                                                 
16 http://europa.eu/scadplus/leg/sv/lvb/n26026.htm  2008-11-14 13:00 
17 http://www.ekonomifakta.se 2008-11-14 13.15 
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2.2 Pretension 
 
This study was undertaken to address the need for empirical research for improving the 
purchasing function in middle sized manufacturing companies. The intention with the 
research is to produce new knowledge that will aid decision makers in identifying and 
improving the procurement process and purchasing function in medium sized manufacturing 
companies. By taking firm size into account, the aim is provide a complement to existing 
research. Researchers who have in general conducted research regarding company sizes and 
the opportunities and disadvantages associated with the size of the company have 
previously resorted to considering SMEs as a homogenous group. By making a distinction 
between medium sized and small sized companies for this research and focusing on medium 
sized firms, the aim is to attain a better understanding about how especially medium sized 
companies can advance purchasing performance. 
 
However, there is no commonly agreed definition about small and medium sized 
enterprises. The European Commission categorizes companies with fewer than 50 
employees as small and those with fewer than 250 as medium18. The OECD (Organisation for 
economic co-operation and development) defines small companies as companies with 
between 20 to 99 employees and firms with 100 to 299 as medium19. As there is, based on 
my own literature review, no commonly agreed definition of medium sized companies I have 
chosen to define medium companies as companies with more than 50 but less than 250 
employees in accordance with the European Commission’s definition. The same definition of 
medium sized companies has been previously applied by for example Laukkanen20.  
 
In this paper, literature on purchasing and corporate strategy and structure will firstly be 
discussed in order to lay out groundwork for the empirical study. The aim of this literature 
presentation is not to render any new results or conclusions based merely on this theoretical 
perspective, but to through the theoretical framework give a description of the research 
problem and to provide a foundation for new research. Trough doing an empirical research 
the intention is to attain information descriptions about how purchasing is managed in 
medium sized manufacturing companies and how the purchasing function is composed. The 
intention is to later, through use of the data from the empirical study, generate propositions 
to the question of how medium sized manufacturing companies can improve their 
purchasing function.  
 

 

2.2.1 Ability for Generalization 

 

With the purpose of the thesis being to study how medium sized manufacturing companies 
can improve purchasing performance, the empirical study focuses on reaching a deeper 
understanding about the context of purchasing in these companies. This implies a problem 
as it can be questioned whether the results attained from the context that has been studied 
can be applied in other situations. The notion of generalization refers to the extent to which 
                                                 
18 http://ec.europa.eu/enterprise/enterprise_policy/sme_definition/index_en.htm 2008-12-02 15:00 
19 http://stats.oecd.org/glossary/detail.asp?ID=3123 
20 Laukkanen, Sarpola and Hallikainen, 2007 
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a result is applicable in other contexts21. This study focuses on studying how companies 
worked with purchasing and which improvements could be made. The common 
denominator in this case was that the companies were all medium sized and were 
manufacturing companies which means that the selection of companies are more similar to 
each other than if companies would have been chosen at random. However, the fact that 
the empirical study focused on strategies and structures in the organization in order to 
attain the results implies that the specific findings cannot be directly applicable in a different 
context.   
 
A way of bypassing the issue of transmittability is to give a detailed and throughout 
description of the results from the study in order to illustrate in which context the results 
can be of use22. In order to be able to generalize the results to other medium sized 
manufacturing companies I have therefore aimed to render an as detailed description as 
possible of the empirical study. By describing the different circumstances in each company 
the results can be used by similar companies in similar situations or circumstances.  
Although, the purpose of the study is not to generalize the findings but to create 
recommendations for how to improve purchasing performance based on underlying reasons 
for ineffectiveness specific to medium sized companies. Thus, by taking this into 
consideration the measures that have been rendered through the analysis should not be 
directly applied to other companies. The parts of the study that however can be transmitted 
to other companies are the measures for being able to identify improvements that lead up 
to the more specific reasoning.  
 
 
 

2.3 Scientific Approach and Choice of Method  
 
What is presented of a study to the reader varies depending on the way a researcher 
chooses to address a problem and how the researcher chooses to interpret reality. Patel 
means, that the choice of data collection method should be based is most appropriate for 
the purpose of the study23. With the aim of finding answers to how medium sized 
manufacturing companies can increase purchasing performance, I have chosen to work with 
this through a qualitative research perspective. The gathering of data will be done trough 
conducting semi-structured interviews.  
 
The choice of using a qualitative approach has been determined by the character of the 
subject for which I believe I qualitative approach is necessary in order to retrieve answers to 
the research question. The purpose of doing the empirical research in this study is to get an 
understanding of how these manufacturing companies are working with purchasing. A 
qualitative research method makes it possible to obtain a description of how purchasing is 
managed and what role purchasing takes in the organization. What I aim to research is the 
context of purchasing in the companies and it is therefore important to be able to retrieve 

                                                 
21 Johansson-Lindfors, 1993, p. 162. 
22 Johansson-Lindfors, 1993, p. 162. 
23 Patel and Davidsson, 2003, p. 51. 



 
Advancing Purchasing Performance in Medium Sized Manufacturing Companies 

______________________________________________________________________ 
 

8 
 

not only a description of the actual action of purchasing, but also information about in which 
context purchasing appears and how the purchasing function is disposed. A qualitative study 
brings out the possibility to capture actions in the social context and the implication of these 
actions.24 This is in my opinion fundamental for this study as the purpose of the study is to 
recognize patterns and processes in the purchasing function as well as possible 
improvements of actions taken.  
 
Through a qualitative research method we are also able to create a more complete 
comprehension about a phenomenon or subject25. By conducting interviews the intention is 
to attain a deeper comprehension of how purchasing is handled in these medium sized 
manufacturing companies. Another aim with the interviews is also to see underlying reasons 
to why the purchasing function is constructed in a certain way in these companies and why 
the companies are acting as they do when it comes to purchasing. The empirical research is 
thus devoted to attaining an apprehension about how the companies have approached the 
issue of purchasing, how it has been managed and to get information about the outcome of 
this approach. With this being the purpose of the research a qualitative method is preferable 
as it enables the capturing of this sort of information.  
 
This study is built on the fact that there is a substantial amount of knowledge available 
concerning purchasing and procurement but that these theories need to be complemented 
in order to give a description of how specifically middle-size manufacturing companies can 
improve their purchasing function. Employing such a deductive approach supports analysis 
and the possibility of new insights26. Using existing theories on procurement and related 
areas therefore aids this purpose as the new potential knowledge to a certain extent is 
founded on previous realizations. For this thesis a deductive approach seems like an obvious 
choice as there are already quite a lot of research in the field of purchasing, organizational 
structure and competitive strategy which can be used to benefit the creation of new 
knowledge.  
 
 

 

 

 

 

 

 

 

 

 

 

 

                                                 
24 Bryman, 2001, p. 250. 
25 Holme and Solvang, 1997, p. 101.  
26 Ejvegård, 1996, pp. 35-36. 
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2.4 Preconception 
 
Purchasing is something that almost everybody is familiar with. Therefore I have a pre-
understanding about how decisions about purchasing generally takes form for a private 
consumer, and I think that when considering purchasing and how purchasing in a company, 
it is likely to refer to this image.  
 
The academic education that I have gotten is also probable to have an impact on this thesis 
as I during previous studies in business administration and marketing have come across 
theories concerning purchasing processes and organizational functions. In addition I have in 
preparing for this study gotten familiar with theories concerning organizational purchasing 
whereas I now also would claim that I have some idea about the purchasing process in 
manufacturing firms. However, I have never before done any deeper studies into the subject 
of how to increase purchasing performance. Further, I would not say that I have any 
practical knowledge or experience about the purchasing processes in companies.  
 
In order to understand how purchasing works and how a purchasing function is managed in 
a company it is nevertheless of essence to have a certain understanding of how 
organizations work in general and how decision making in an organization is handled. To 
understand the purchasing process it is though not necessary to have a complete theoretical 
understanding of all areas of the organization, but to have an over view of, and 
understanding of how organizational decisions in different areas of the firm can influence 
the choices and strategies of the purchasing function. For example, it is not necessary to 
have a complete work up of the production process or how R&D is conducted in order to 
understand that the processes and the decisions that are made in these departments may 
influence the purchasing function.  
 
The companies that have been studied in this paper are located in Skellefteå where I have 
lived for six years. I have however had no previous contact with the case companies prior to 
the study and I would claim that I have no extra knowledge about the companies in the 
study relative to other companies in the same geographical market.   
 
My preconception related to the purchasing function and the possibility for improvements is 
as well something that may affect the study. The understanding that I have about purchasing 
is that it is a function that constitutes a necessity for a company but that it also is a place to 
look for competitive advantages. My belief is that there are ways for companies to handle 
purchasing more or less effectively and that even though there may be measures that can be 
taken to improve the purchasing function, these improvements might not always be 
preferable. The organization has to be looked at as a whole and what seems to be a measure 
that can improve purchasing might not be preferable due to that changes in one area might 
not favor the company as a whole and might also infer costs. 
 
Thus, it is my belief that the optimal solution to a problem is dependent on the context of 
the problem as well as the prerequisites for going through with the change. Therefore, it is in 
my opinion not possible to through this study generate any optimal solutions for medium 
sized companies to improve their purchasing function. However, the purpose of this 
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research is not either to do so but to generate answers to what possibilities exists for 
medium sized companies to improve purchasing performance. 
 
 
 

2.5 Approach to Reality  
 
I have chosen to study how medium sized companies can improve their purchasing function 
through the usage of interviews. This paper aims to retrieve a description of purchasing and 
through analysis of this description attain an understanding about purchasing in medium 
sized manufacturing companies. The reality of how purchasing in these companies are 
managed is therefore based on the respondents stories.  
 
In my opinion, we can never with certainty know that the information given by the 
respondent at the time of the interview is true. Therefore we cannot either be certain that 
all the empirical material is accurate and gives a completely accurate picture of reality. 
However, we can ourselves make an appreciation about the material gathered in the 
interviews and judge whether it can be considered to be knowledge. In order to be able to 
judge whether something can be considered knowledge we can use methods to evaluate 
qualitative studies.  
 
By determining the validity and reliability of a study we can appreciate the scientific value of 
the information that is given in this thesis. The value of the information and to what extent it 
can be considered to be true is as well dependent on where the information is used and for 
what purpose. For this thesis, the information gathered is based on medium sized 
manufacturing companies whereas the value of the information may not be the same if 
applied to large institutions for example. Therefore, the concept of knowledge can never be 
completely objective as we constantly have to evaluate what can be considered to be 
accurate. Evaluation in itself implies a subjective input.  
 
Throughout the research process I have aimed to produce information that is true and as 
accurate as possible. By conducting more than one interview on the same subject the aim 
was to retrieve information that may have been left out by other respondents but also to get 
a better appreciation of the accuracy in the statements. The analysis was then based on this 
material where the aim was to give a correct description of the situation. However, since the 
researcher can inflict errors in the material trough misjudgments in analysis and 
misinterpretation of the gathered material the researcher can as well pose an obstacle to 
the generation of new knowledge. Therefore it is ultimately up to the reader to determine 
the contribution of the results to existing research.   
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2.6 Literature Sources  

 

The choice of literature sources was based on two main criteria; Firstly, the relevance of the 
information was a fundamental aspect for what literature was chosen. The second aspect to 
the choice of literature sources was to aspire to use primary sources for information as these 
are probable to inflict fewer errors. Since errors are possible to occur when a story is 
reproduced or told over and over again it is a general belief that researcher should aim for 
the primary sources27. However, it has been difficult to retrieve primary sources and with 
the aim of being able to render theories that are relevant for the study, the theoretical 
framework has also been based on secondary sources. Even though secondary sources 
inflicts a larger risk of misinterpretation, I do believe that it is in favor of the study to include 
this as the option, due to lack of time, would have been to exclude these theories all 
together. 
 
Ejvegård means that by following reference chains, i.e. references in research studies, it is 
possible to bring about studies that are central to the subject28. Employing this method for 
theory selection suggested by Ejvegård have resulted in that recently publish articles to 
some degree have been disregarded in favor of original sources with, in my opinion, more 
relevant information in support of the study. On occasions, information in articles has been 
found more thorough in books and has been used to clarify areas of extra importance for the 
study but also to give more detailed descriptions of a subject. This has inferred that some of 
the initial articles I had found relevant could be replaced. I would argue that it has been to 
the advantage of the study that I have replaced some of the newer articles with more 
detailed literature as this has, in my opinion, provided a better understanding. 
 
 

2.6.1 Collection of Literature  

 
The literature collected for this study has been gathered through the use of internet, 
databases and libraries. The literature collected from books has come from Skeria and Umeå 
University library and the search for these books was carried out by using the literature 
search function in both Umeå University library and Skeria library. By using the search 
function at Skeria library I have also been able to attain books in other libraries in Sweden. 
 
Through the use of Umeå university library databases I have gathered all the articles used in 
this thesis. The search engines Ebsco and Emerald Full text was used for this purpose and all 
the articles featured in this paper are peer reviewed. The list of references in articles already 
obtained has also been used in order to find other relevant research or to find primary 
sources. With the purpose of finding information about the companies in the empirical 
study, the companies home pages has been used as well as on one occasion, a brochure. 
Internet has also been used to retrieve information for the background to the thesis, more 
specifically for attaining the definition of medium sized companies and statistical data on the 
composition of companies in Sweden.    

                                                 
27 Nyberg, 2000, p. 76-77. 
28 Ejvegård, 1996, p. 42. 
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2.6.2 Choice of Theory  

 
The aim of reviewing and presenting previous research is for this study to make way for the 
creation of new realizations about how medium sized companies can increase purchasing 
performance. By looking trough articles and books, I have gotten an apprehension about the 
different viewpoints and theories that are of use in reaching this objective.  
 

The work of Van Weele has been frequently mentioned in both articles and books. Van 
Weele provides good insights and descriptions about the construct and process of the 
purchasing function as well as theory relating to the improvement of the same. Other 
common believes in the area of purchasing strategy and management is what have been 
accomplished Monczka et al., Metcalf et al. and Kraljic. However, the main reason for 
choosing these specific theories is that they in my opinion have an explanatory value that I 
have not found equivalent in any other literature that I have come across. In addition, views 
that differs from these perspectives or that in my opinion contributes to the explanation of 
purchasing and purchasing improvements have also been taken into account.  
 
The theoretical framework presented in this paper has been rendered with the aim of giving 
the reader an understanding of the problem and establish groundwork for new research. As 
can be seen in the theory section, the first part of the theory renders more basic concepts 
related to strategy and competitive advantages. This has mainly been mentioned with an 
explanatory purpose in order to explain the context of purchasing within an organization and 
is mostly gathered from books. I have also chosen to describe common apprehensions 
regarding the structure of organizations and the decision making process as an 
understanding of this is eminent for the study. For this purpose I have chosen to cite the 
theories of Michael E. Porter, who is by many considered to be one of the most important 
contributors to marketing and strategy theory.  
 
The theory section also gives account for different perspectives on purchasing, 
organizational structure and competitive strategy as there is a discrepancy between theories 
regarding these subjects and it is therefore of interest to declare different views of the 
matter. Another purpose of the theory presented in this thesis was also to show what 
limitations exist in current theories and to build a foundation for which to find solutions to 
how purchasing can be advanced in especially medium sized manufacturing companies. 
Therefore, views on the characteristics of SMEs have as well been rendered throughout the 
theoretical framework. 
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2.6.3 Criticism of Literature Sources  

 

One problem regarding the revision and collection of literature is that the selection may 
have been affected by my involvement. The impact of the researcher in the selection 
process is therefore to be considered. The literature that has been included in the study has 
been chosen in a subjective manner as the articles and books included have been selected 
according to my own opinion of what is relevant. Thereby, the selection process has also 
resulted in that other theories have been omitted.  
 
It is probable that my own preconception about the subject could have influenced the 
selection of theories as the researches opinion of what is relevant for the study is to some 
extent based on preconceptions. Throughout the process I have however had the intention 
of not choosing theories that necessarily coincide with my own preconception of the subject 
and my aim has also been to explore new areas and ideas of what could be of relevance for 
advancing purchasing performance.  
 
The lack of an agreed definition of SMEs composes a problem in the collection and review of 
literature as researchers have neglected to state their definitions for SMEs. Hence, we 
cannot completely appreciate what kinds of companies are referred to in the literature 
presented where SMEs are mentioned. The theories on SMEs are in this thesis provided with 
the purpose of creating an understanding about the limitations and differences that exists 
due to size. Although this does not provide a completely satisfactory assessment it still fulfills 
the purpose of providing an understanding to how firm size matter.       
 
To point out, is that when carrying out the literature search, I have found that there is a 
consensus between researchers regarding some areas of interest for the study. An example 
of this is the notions made by Porter in the first part of the theory chapter for which it is 
hard to find relevant objections. This entails that as there in some basic areas exist few 
differing views, the choice of the theory has seemed natural. This can also be considered as 
an argument to that the theories brought out are scientifically correct and meets the criteria 
and standards of scientific studies29.    
 

                                                 
29 Patel and Tebelius (red), 1987, p. 77. 
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3. Theoretical Framework 
 

______________________________________________________________________________________________________________________________________________________  
In the following, theory that relates to purchasing and how purchasing improvements can be 

attained is presented. The section includes the main topics related to corporate and 

organizational strategy as well as theories and tools for improvement of the purchasing 

function. 

______________________________________________________________________________________________________________________________________________________ 

 

 

3.1 Structure of Theory 

 

The purpose of this literature presentation is to view the current theories and models for 
improvements in the buying function in order to get an overview of premises for how to 
improve the purchasing function. By doing so the intention is to build a basis for 
investigating how medium sized manufacturing companies can increase purchasing 
performance. In this section we will therefore discuss a number of theories and models in 
order to explain and understand the complexity of purchasing.  
 
In the following we will start with reviewing some groundwork regarding the structure of 
organizations and the implications of strategy in order to get a better understanding into 
how the organizations are generally built. We will also recite and explain some of the more 
common concepts within the area in order to visualize the relation, and the linkages, 
between the purchasing function, business strategies and competitive strength. Further on, 
theories on the purchasing process and function will be presented and we will review 
different theories and options for outsourcing and for handling supplier relationships.  
 
 
 
3.2 Corporate Strategy and Competitive Advantages 
 
Consumers today have a variety of options when it comes to choosing between products 
and the competition between companies is today as fierce as ever. An efficient way to lower 
direct competition for a company is to try and distinguish themselves from the rest of the 
actors in the marketplace.  
  
When a company attains profits that exceed the average of its rivals, the firm is said to 
possess a competitive advantage over its competitors.30 This means, that a company does 
not only have to be able to create high value overall, but also high values relative to 
competitors at adequately low cost31. Michael Porter identified three basic types of 
competitive advantage; differentiation, cost advantage and focus strategy.32 Cost advantage 
is when the company is able to deliver the same product benefits to a customer as 

                                                 
30 Porter, 1985, p. 3. 
31 Kotler and Keller, 2006, p. 468. 
32 Porter, 1998, pp. 34-40. 
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competitors but at a lower cost. Differentiation advantage refers to a state where firm can 
deliver benefits that exceed those of competing products whereas the focus strategy aims to 
serve a specific segment in an optimal way. 
 
Having a competitive advantage means that normal competitive pressure is not able to drive 
down the firm's earnings to the point where they cover all costs and just provide sufficient 
return for the company to survive. Van Weele means that a company must make a clear 
choice between the three strategies defined by Porter or the company will not be unable to 
build a sustainable competitive advantage33.  
 
Further, Van Weele means that the competitive strategy a company chooses will influence 
the corporate strategy and hence also what purchasing strategy is optimal. 34 A company 
focusing on cost leadership will stress cost reduction by keeping stock as low as possible, 
emphasize on efficient production processes and taking advantages of benefits of scale 
trough vertical integration. This view is as well shared by Moon who also means that these 
low cost companies generally have a product that is aimed for a large market and pursues 
mass production. 35 Another point made by Moon is that these companies generally form 
outcome based contracts with their suppliers and that these contracts are commonly short 
term. Thus, companies employing a cost leadership strategy tend to engage in relationships 
with actors in the supply chain to a lesser extent.  
 
Companies that are applying a differentiation strategy operate in a different way with less 
attention to costs. For example, a company that wants to be able to respond quickly to a 
flexible customer demand will search to reduce lead times.36 The implication of this is that if 
a company wishes to improve the purchasing function the change has to be coherent with 
the marketing strategy of the firm. The argument made by Van Weele shows that functions 
within a firm are interlinked and that decisions is one part of the organization may influence 
other functions. This issue will be addressed more extensively in the following sections. 
 
Van Weele mentions that companies have to choose between either of the competitive 
strategies mentioned by Porter. However, this has been put to test as some manufacturers, 
mainly in Japan, now seem to have been able to combine a low cost strategy with 
advantages of a differentiation strategy37. Procurement strategies based on this type of 
company concept has been designated the concept lean management38.  Important features 
of lean management are team work among line workers, developed information systems 
and commitment to quality improvement among workers at floor level39. However, Van 
Weele means that although many Japanese manufacturers have been able to obtain 
impressive results with the usage of lean management, we should be careful with 
generalizing. Van Weele claims that most lean production management has been done in 

                                                 
33 Van Weele, 2005, p. 141. 
34 Van Weele, 2005, pp. 141-142. 
35 Moon, 2004 
36 Van Weele, 2005, pp. 141-142. 
37 Oliver, Nick, Delbridge, Rick, Jones, Dan, Lowe, Jim, 1994. 
38 Oliver, Nick, Delbridge, Rick, Jones, Dan, Lowe, Jim, 1994. 
39 Van Weele, 2005, p. 143. 
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Japanese companies with their specific conditions whereas the results of this management 
philosophy might not be the same when applied to western countries.  
 
Van Weele means that the circumstances in which Japanese companies are doing business 
differs from companies in the west world40. Such differences may exist between companies 
in the west world due to different sizes, industries and other characteristics as well. 
Therefore, the strategy of a firm must always be customized in a way that fits that specific 
company and that functions in the specific marketplace in which the company exists.  
 
Based on the notions of Van Weele and Porter about the linkages between overall 
competitive strategy and purchasing strategy it can be assumed that since the corporate 
strategy to some extent is dependent on the characteristics firm, and the purchasing 
strategy follows the competitive strategy, there is a connection between firm characteristics 
and purchasing strategy. Pearcy means that one key factor that contributes to supply chain 
performance is strategic fit and that a company should aim to build supply chain capabilities 
that support the overall corporate strategy41. 
 
Studies of SMEs in the UK show that in competitive advantages in SMEs in most cases were 
based on quality and service.42 SMEs that were competing on price were in highly 
competitive markets with low entry barriers and little or no product differentiation. Thus, 
there is reason to consider that firm size may influence the choices made by companies and 
therefore there is also reason to think strategies based on larger companies may not be 
applicable in the same way for medium sized companies. The tendencies and structure of 
medium sized firms has been shown to differ from the large companies because of 
differences in conditions and firm characteristics related to firm size. Since fundamental 
marketing assumption and strategies do not seem to be as applicable to medium sized 
companies as they well as to companies of larger sizes, theories and models for purchasing 
are as well likely not to be completely applicable.  
 

 

 

 

 

 

 

 

 

 

 

 

 

                                                 
40 Van Weele, 2005, p. 144. 
41 Pearcy, Giunipero, 2008.  
42 Simpson, Padmore, Taylor and Frecknall-Hughes, 2006. 
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Primary Activities 

3.3 Integration and the Value Chain 
 
According to Campbell et al., it is in order to be able to study competitive advantages 
through a purchasing perspective helpful to define what competitive advantages is and from 
what sources it can be derived.43 Campbell et al. means that a firm will benefit from 
integrating the business units belonging to the corporation. Such benefits can be cost 
savings, a stronger position relative to suppliers, important gains in terms of productivity and 
lead times, better relationships with suppliers and a better use of the supplier's expertise.  
 
Better relationships, according to Campbell et al. involves better quality and delivery from 
suppliers as well as better use of the supplier’s expertise, which contributes to the 
innovativeness of products. However, the benefits mentioned above are only gained through 
resources being spent on coordination activities. Therefore Campbell et al. also claims that 
there is a purchasing synergy which can be concluded as the net effect of total benefits 
minus total costs of these activities. 
 

In order to attain a better understanding of how a company creates value it can be of help to 
separate the business structure into a series of value-generating activities referred to as the 
value chain. The value chain is a model created by Michael Porter and can be used as a tool 
for analyzing activities within the company.44 The value chain, as depicted below, comprises 
a sequence of activities that Porter found to be common to a wide range of firms. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 3.1- The value chain45

 

                                                 
43 Campbell, Goold and Alexander, 1995. 
44 Porter, 1985, pp. 33-61. 
45 Porter, 1985, p. 37. 
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Porter suggested that the activities within the firm adds value to the product that the 
company produces, and that all these activities should be run at optimum level for the firm 
to perform optimally. 46 Porter means that companies in the same type of industry has 
basically the same set of activities but that it is the management and coordination of those 
functions that determines company performance. This view is shared by Monczka, Trent and 
Handfield, who means that it is essential for functions within an organization to have close 
relationships and that the purchasing function need to have a close communication with the 
other functions as these constitutes purchasing’s internal customers.47 According to 
Monczka et al., the purchasing function must also ensure that the requirements and 
standards of the product are in line with organizational goals and objectives, including the 
strategy and promotion of the marketing department.   
 
Gilmore et al. claim that marketing in SMEs tend to be more haphazard, informal and 
unstructured than in large companies.48 Functions and departments in SMEs tend to be 
more diffuse and the job assignments have a tendency to cross over functions to a greater 
extent than in large companies. Employees are also likely to jump between job assignment 
and positions in the company to a greater degree which contributes to a lack of structure in 
the organization. The reason that small and medium sized companies are acting like this is 
that SMEs generally have a shorter business perspective and work on a more day to day 
basis. Simpson et al. means that SMEs are more spontaneous and reactive and to a larger 
extent conform to industry norms than large companies49. SMEs are likely to employ a more 
reactive strategy in an attempt to become market leader and works on conforming to the 
market more than following an explicit marketing strategy.  
 
As is shown in the picture above, Porter identified two types of activities, primary activities 
and support activities, whereas the goal of these activities jointly is to offer the customer a 
level of value that exceeds the cost of the activities.50 This should then result in a profit 
margin. The primary activities are incorporated in the actual procurement whereas the 
support activities are there to maintain the primary activities. In order to analyze a 
company’s possible improvement areas and get a full understanding of how its competitive 
strength is built it is according to Porter necessary to firstly define its value chain.  
 

An important point made by Porter is that the activities in the value-chain are not isolated 
from each other.51 Rather they are interlinked and dependent on one another and one value 
chain activity often affects the cost or performance of the other functions. Linkages exist 
between primary activities as well as between primary activities and support functions. 
Porter claims that the connections between the value-chain activities as well or the sole 
functions determines a company’s performance but that these connections are often 
undefined and unexplored by companies.  

                                                 
46 Porter, 1985, pp. 33-61. 
47 Monczka, Trent and Handlfield, 2005, pp. 97-99. 
48 Gilmore, Carson and Grant, 2001 
49 Simpson,  Padmore, Taylor and Frecknall-Hughes, 2006. 
50 Porter, 1985, pp. 33-61. 
51 Porter, 1985, pp. 33-61. 
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For example, a company’s action to lower costs of material may result in higher costs related 
to the service of the product. Therefore, an intended cost saving may not have as large 
effect in profits as first expected if the company has neglected to analyze how actions in one 
function may influence other activities. According to Porter, a well functioning information 
and communications system is therefore essential in order to advance overall performance 
through function specific alterations as such a system enables the company to keep track of 
the links between activities. 
 
Rozemeijer, Van Weele and Weggeman, poses a similar view as they mean that initiatives to 
improve purchasing will be more successful the better synergy effects are managed, not only 
by the purchasing function, but also by other business areas.52 Rozemeijer et al. employs the 
term “corporate coherence” to describe a general attitude within the firm towards synergy 
effects, and how these are exploited. Corporate coherence thus refers to the extent the 
different parts of the firm cooperates and is managed as one entity.    
 
 
3.3.1 Linkages Between Value Chains 

 
Monczka et al. makes a similar argument as Porter as they state that: “Purchasing plays an 

active role in supporting performance objectives, interacting with and supporting the needs 

of groups within the organization and outside of it.”
53 Further Monczka et al. means that 

purchasing must be closely integrated with the other functions, both internal and external, 
in order to be able to develop capabilities that will enhance competitive performance. Kotler 
and Keller mean that there are a number of organizations that are involved in making a final 
product and that these organizations should be seen by the company as a set of pathways to 
creating a product54  
 
According to Porter, not only the different units within the value chain are connected, but 
connections also exist between the value chains of companies in the distribution chain.55 
These linkages are by Porter referred to as vertical connections and can influence the profit 
of a company in basically the same way as the activities within the company. How for 
example a supplier chooses to action may influence our ability to act and also the end profit. 
Therefore it is equally important for a company to analyze and retrieve information about 
the influence of activities in other value chains as it is to analyze their own system since this 
could help the company in building competitive advantages. 
 
However, Simpson et al. means that there is a difference between the strategic planning of 
big businesses and the planning that is carried out in SMEs.56 The difference is due to the 
amount of data collected about the external environment and business climate by large 
companies compared to smaller firms and how this data is analyzed. According to Simpson 

                                                 
52 Rozemeijer, Van Weele and Weggeman, 2003. 
53 Monczka, Trent, and Handlfield, 2005, p. 97. 
54 Kotler and Keller, 2006, p. 468. 
55 Porter, 1985, pp. 33-61. 
56 Simpson,  Padmore, Taylor and Frecknall-Hughes, 2006. 
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et al., smaller companies collect much less data and do this in a more ad hoc way than large 
firms. This is partially due what was earlier stated about SMEs to a larger extent being 
focused on the day to day business rather than long term planning, but also because of 
limitations in resources. Simpson et al. also means that SME managers have less time than 
managers of large firms to devote to the analysis of information for strategic decision 
making.  
 
Thus, when looking through a cost benefit perspective there may exist differences between 
large and medium sized companies regarding how much information is preferable to collect. 
Simpson et al. means that large companies have an advantage in retrieving information 
because they may benefit from economies of scale57. This is because the cost of the 
information is relatively small compared to the benefits that large companies may attain due 
to the size of the organization.    
 
The ability a company has to strengthen their own competitive advantages trough analyzing 
their partners value chains also depends on how well the supplier’s value chain fit with the 
company’s own system.58 Here in comes the notion of strategic partnerships and the process 
of choosing the most suitable supplier. This will be discussed more extensively later on.   
 
 

 

3.4 Outsourcing 
 

Van Weele means that there are four fundamental bases that influences what purchasing 
strategies companies generally employ.59  These depend on the characteristics of the firm as 
well as the surroundings and the product. The fundamental bases are; subcontracting, 
buying finished products instead of components, turnkey delivery and technological 
development. Subcontracting is based on internal and external cost price studies whereas 
the firm decides whether to make or buy according to what is most cost effective. Buying 
finished products instead of components is based on the same principle where the high 
labor cost of western countries versus low-wage countries makes it beneficial to purchase a 
complete item produced in a low-cost country.  
 
The notion “turnkey” means at the buyers request and refers to a scenario where the 
company buys the product including the extended services that is required for this product. 
This can be meaningful if the product requires extension or services like installation and 
surveillance. Technological development refers to those cases where the technology of the 
product is developing so fast that it would be too expensive for the company to make the 
investments needed to keep up with the pace of development. In such cases, companies 
would benefit from outsourcing.60 Thus, there are many factors that influence a company’s 

                                                 
57 Simpson,  Padmore, Taylor and Frecknall-Hughes, 2006. 
58 Porter, 1985, pp. 33-61. 
59 Van Weele, 2005, pp. 138-141.  
60 Van Weele, 2005, pp. 138-141. 



 
Advancing Purchasing Performance in Medium Sized Manufacturing Companies 

______________________________________________________________________ 
 

21 
 

choice of supply structure and a company must firstly, before deciding on detailed parts of 
the purchasing strategy, over see its choice of basic structure.  
 

Outsourcing is about prioritizing by focusing on the core business. Today, outsourcing is 
recognized by companies as a strategic choice that provides flexibility and cuts costs. By 
prioritizing the core business, and what the company is best at, companies are able to 
release capital and free resources, thereby being able to faster adapt to changes in the 
business landscape. In general, outsourcing is considered a very powerful tool in improving 
performance and cutting costs.61  
 
Barthélemy means that since building core competencies and serving customer needs is 
critical to company success, everything that distracts from this should be considered for 
outsourcing.62 This view is shared by Leavy who suggests that any activity should be 
considered for outsourcing, except for processes that are key to a firm’s know-how or 
differentiation.63 Advantages to outsourcing can according to Leavy be greater resource 
concentration and focus as well as possibilities for freeing up capital and gaining access to 
superior competencies. Other advantages can also be that the company might be able to 
take advantage of economies of scale and migrate the business risk by sharing it with 
strategic partners. One of the most important risks with outsourcing is according to Leavy 
the risk of losing skills with untold future value for short term advantage.  
   
When engaging in outsourcing, companies also have to find new management structures for 
dealing with these suppliers that are now providing what was previously produced in house. 
In addition, companies have to make decisions about whether it would be better to keep 
production in house or to let a supplier produce the item. With outsourcing also comes the 
issue of maintaining control over the outsourced process.64 This means that the company is 
in need of developing structures and management systems that can support outsourcing.  
 
The kind of relationship that can be expected to be attained with the supplier is a key 
determinant for deciding whether outsourcing is preferable.65 Karlsson and Åhlström claims 
that the competence needed to maintain sufficient relationships with suppliers might be 
scarce in medium sized firms.66 They also claim that building and maintaining relationships 
with firms at a longer distance is also considerable harder for medium sized firms whereas a 
short geographical distance might be preferable for medium sized companies.  
 
Thus, there may exist additional factors to take into consideration when deciding on 
whether to outsource what is produced in house in medium sized companies. Outsourcing 
globally is also something that might have to be determined based on additional factors 
dependent on the size of the company. Currently available management systems for 
supporting outsourcing decisions may therefore not be completely well fitted for medium 

                                                 
61 Barthélemy, 2003. 
62 Barthélemy, 2003. 
63 Leavy, 2006. 
64 Barthélemy, 2003. 
65 Campbell, Goold and Alexander, 1995. 
66 Karlsson and Åhlström, 1997 
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sized companies. Such systems for outsourcing and purchasing management will be 
discussed more extensively in the following chapters.   
 
Further, Barthélemy means that inadequate ordering functions and insufficient knowledge 
are generally the main reasons for why outsourcing fails. 67 Another reason why outsourcing 
might fail is according to Barthélemy that the company has chosen to outsource an activity 
within the value chain that should not have been outsourced. Such decisions can be made by 
companies when neglecting to see the whole influence an activity in the value chain has and 
how different functions are interlinked. Knowledge about company structure is therefore 
essential when taking decisions about outsourcing.  
 
 
3.4.1 Multiple and Single Sourcing 

 

A central and very important question when formulating supply strategies is which principle 
to follow when making sourcing decisions in aspect of the numbers of parallel sources for 
the same item. Essentially, there are two main principles to choose from; single sourcing or 
multiple sourcing.68  

 

Single sourcing refers to the usage of one supplier per article. The main advantage of single 
sourcing is that the buyer becomes more monetarily interesting to the supplier. This is 
because the buyer becomes more focused on a single supplier and is in general inclined to 
make larger purchases from the same supplier in comparison to if several suppliers where 
used. As the buyer becomes more interesting to the supplier the cooperation between the 
two parties is facilitated and through the usage of single sourcing, continuous improvements 
are also known to be aided.69 This is in line with what was earlier stated by Campbell et al., 
who meant that better relationships imply better quality and delivery from suppliers as well 
as better use of the supplier’s expertise and innovativeness.70  Håkansson and Gadde also 
claims that single sourcing places more emphasis on total cost rather than the price of the 
item than does multiple sourcing since advantages that are likely to reduce costs can be 
gained through the relationships with suppliers.71  
 
The main motive for using multiple sourcing is that it gives an opportunity for the buyer to 
stimulate competition between the suppliers and thereby lower prices. Traditionally, 
multiple sourcing has been the dominating strategy but according to Mattson the usage of 
this strategy tends to be declining as the negative aspects of the strategy is now rated higher 
than the benefits.72 The advantages and disadvantages with respective supply strategy, 
according to Mattson, are listed below. The symbols in the matrix are relative where an 
additive symbol refers to the strategy providing advantages relative to the other option.  
 

                                                 
67 Barthélemy, 2003. 
68 Mattsson, 2002, p.202. 
69 Mattsson, 2002, pp.202-203. 
70 Campbell, Goold and Alexander, 1995. 
71 Gadde and Håkansson, 1998, pp.61-63. 
72 Mattsson, 2002, p.203. 
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Parameter Single Sourcing Multiple sourcing 

Product quality + - 

Delivery accuracy + - 

Risk of delivery failures - + 

Cooperative relationship + - 

Joint product development + - 

Price - + 

Cost of supplier relationship + - 

 
Table 3.1 -Single and multiple sourcing advantages and disadvantages

73
 

 
 
To note from this reasoning is that the company when deciding on a basic supply strategy 
should evaluate and rate the benefits and disadvantages of each strategy. The sourcing 
strategy should hence be linked with the item of purchase as well as the corporate strategy 
of the company as the consequences of each strategy are to be rated differently depending 
on the specifics of the product and company.    
 
 
 

3.5 The Strategic Role of Purchasing 
 
Among others, Håkansson and Gadde have argued that the importance of purchasing has 
grown in several industries as a result of increased specialization, which is something that 
characterizes the industrial system as a whole.74 The more developed the society becomes, 
the greater the degree of differentiation and the more specialized units in organizations we 
can anticipate. Thus, also the purchasing function has to be more sophisticated in order to 
ensure the effectiveness of the firm. 
 
Disney and Towill means that the productivity of purchasing is particularly significant for 
industrial manufacturing organizations because of the fact that the gains attained through 
successful purchasing operations influences these companies’ income statements directly in 
a considerable way.75 According to Disney and Towill, inventory has for many manufacturers 
inventory has been stated as their single largest investment. Surveys also indicate that total 
purchases account for about 55 to 60 percent of total expenditures76.  Thereby, purchasing 
can be considered a promising area to hunt for competitive advantages in these companies 
as making improvements in this area is likely to have an effect on profit.  

                                                 
73 Mattsson, 2002, p.205. 
74 Gadde and Håkansson, 1998, pp. 38-39. 
75 Disney and Towill, 2003. 
76 Giunipero and Brand, 1996.  
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However, besides savings on purchasing costs, the purchasing function can also contribute 
to improvement of the company’s performance in a more indirect way77. In order to clarify 
how the purchasing function can contribute to increasing performance of the firm in other 
ways than just cost savings, six possibilities originated from the work of Van Weele78 are 
presented below.   
 

• Reduction of quality costs 
Many companies conduct a quality inspection on the items purchased from the supplier, 
both when incoming as well as later on. The costs of quality inspection can however be 
reduced by the purchasing department by selecting suppliers that have their production 
under control and that have an organization based on delivering quality items. Van 
Weele means that most cases where items are lacking in quality are due to that the 
supplier lacks internal procedures and organization. Hence, including these criteria when 
selecting suppliers can help reduce quality costs.    
 
• Product standardization 
The purchasing function can also reduce prices of purchased goods by reducing product 
variety and changing the product constellation. This can be done by standardizing 
products and reducing the number of suppliers. By doing so, the company may be less 
dependent on certain suppliers and can improve their negotiation position, hence being 
able to attain lower prices.   
 
• Contribution to product design and innovation 
Van Weele means that successful industrial innovations commonly constitute a 
byproduct of interaction between buyer and seller. Therefore, it is the purchasing 
function’s obligation to actively pursue relationships with suppliers where interaction 
between the two parts can take place. By doing so, the purchasing function can 
contribute to improvement of products which can strengthen the competitive position of 
the company  
 
• Stock reduction 

Stock is, according to Van Weele, commonly viewed as an insurance against scheduling 
problems. Such problems can be the result of an inability to predict sales or be due to 
irregularities in the delivery of purchased goods. Through successful scheduling of deliveries 
such problems can however be addressed. However, Archer et al. means that making 
accurate demand forecasts is especially hard for SMEs due to high volatility in demand and 
dependence on larger companies in the supply chain79. In addition, Laukkanen claims that 
SMEs due to a lack of slack resources generally are more vulnerable to misjudgments.80 
Thus, the risks with stock reductions may be higher for medium sized firms compared to 
large companies due to that demand may be harder to predict and that the consequences of 
misjudging demand may be worse for medium sized companies than for large ones. 

                                                 
77 Van Weele, 2005, p. 18. 
78 Van Weele, 2005, p. 18-22 
79 Archer, Wang and Kang, 2008 
80 Laukkanen, Sarpola and Hallikainen, 2007 
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Therefore, it can be argued that the benefits of stock reduction might not be as high for 
medium sized companies as for large firms.  
 

• Increasing flexibility 
In order to keep up with today’s competition, flexibility is according to van Weele key 
and integration between the buyer and seller is essential in order to increase the 
company’s market response to changes in customer demand. Integration between the 
two parts will help reduce transaction costs and reduce lead times as well as inventory 
costs. Van Weele also states, that due to the interdependence between buyer and seller 
a purchasing policy that aims to improve supplier performance will benefit the buyer as 
well.   
 
• Fostering purchasing synergy 
Van Weele states that companies by employing a strategy of corporate purchasing 
coordination can increase corporate performance. This is in line with what was earlier 
stated by Monczka et al. and Porter in chapter 3.3.1, linkages between value chains.  
   

Van Weele also states that all of these examples that have been given do not constitute an 
absolute list and that there are many more opportunities for companies to improve, 
dependent on the specifics of the company and situation. Although, Van Weele means that 
all of these above declared measures for advancement requires collaboration between the 
functions of the firm and that this constitutes the largest potential for improvement.81    
 
Simpson et al. mean that managers in SMEs are not taking strategic aspects into as much 
account as managers of large companies when making purchasing decisions82. Quayle claims 
that one characteristic that differs regarding the way SMEs and larger companies act in the 
supply chain is that SMEs tend to focus on traditional product issues such as quality, price 
and support while larger companies pursues issues that motivates supply chain management 
innovation such as procurement expertise, value analysis and time to market.83 A general 
risk according to Leavy is that companies sometimes also neglect to see future strategic 
possibilities because they are being blinded by short term advantages84.  
 
Thus, the strategic role of purchasing is here supposed not be as prominent in medium sized 
companies as it is in large firms. Therefore it can be questioned if it might be so that medium 
sized companies face barriers in order to apply commonly used methods as stated as Van 
Weele above, and if such barriers can be overcome. It can as well be questioned if middle 
sized companies would benefit from applying the measures stated by Van Weele as 
resources for implementing these measures are probable to be an issue.    
 
 
 

 
                                                 
81 Van Weele, 2005, p. 18-22 
82 Simpson, Padmore, Taylor and Frecknall-Hughes, 2006. 
83 Quayle, 2003 
84 Leavy, 2006 
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3.6 The Purchasing Function 
 

Essentially, the purchasing function within a company handles issues concerning the 
acquiring of goods or services and guides the organization’s acquisition procedures and 
standards to accomplish the goals of the enterprise. The specific formation of the purchasing 
function may although vary dependent on the company and its specific characteristics.85 In 
the following some of the main issues that are generally concerning the purchasing function 
will nevertheless be addressed.  
 
 
3.6.1 Centralized versus Decentralized Purchasing Structure 

 
One of the fundamental issues for the purchasing function is the degree of centralization. 86  
The extreme scenarios for a company would be to pick either a completely centralized or a 
completely decentralized structure.  
 
A decentralized structure usually implies that there is a business unit manager in place that 
is responsible for all purchasing within the unit. A major disadvantage of this is that the 
company cannot utilize its full bargaining power as the purchases are not coordinated and 
each negotiator can hence only negotiate for the expenses of his or her business unit. This 
type of structure is usually appropriate if the company has business units with different 
needs and the items of purchase are different for each unit.87 
 
In a centralized purchasing structure on the other hand, the corporate level are responsible 
for all purchasing. Decisions about supplier selection and product specifications are then 
made centrally as well as the negotiation of contracts. In this type of structure supplier 
contracts tend to constitute long term agreements that state the general purchasing 
conditions for the items whereas the ordering is then carried out by the units based on these 
agreements. The main advantage of this structure is that the buyer entitles a better 
negotiation position against the supplier due to larger spends which often leads to better 
prices. Another thing is that this structure tends to lead to greater standardization of the 
purchased items which further drives prices down. A disadvantage of a centralized 
purchasing structure is that it creates liability problems as business units managers often 
stay responsible for the results of the unit but are unable to influence costs of purchased 
goods.  This type of structure is generally suitable if the company has business units with 
similar needs and the items of purchase are standardized or similar for each unit.88  
 
 
 

 

 

 

                                                 
85 Van Weele, 2005, p. 4  
86 Van Weele, 2005, p. 233-235 
87 Van Weele, 2005, p. 233-235 
88 Van Weele, 2005, p. 233-235 
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3.6.2 Procurement Activity Levels 

 

The meaning of the notion purchasing is in itself quite broad and is therefore often divided 
into three main orientations which are; strategic purchasing, tactical purchasing and 
operational purchasing.89 In each of these levels, different types of issues concerning supply 
are managed whereas the strategic level is concerned with more overall issues. Within the 
strategic purchasing concept the buyer’s role is to search for new suppliers, form 
agreements and to set up overall guidelines for purchasing. Decisions made on this level 
concern the long term market position. This can be for example the development of 
purchasing policies and guidelines, procedures and review programs as well as making 
outsourcing decisions and establishing long term contracts.  
 
Tactical purchasing is usually directed toward purchasing solutions such as quality 
improvements, cost reductions, ensuring timely flow of materials and general logistics. The 
tactical level handles more detailed matters such as selection, development and evaluation 
of suppliers. Decisions about purchasing that influences product or processes are also 
usually taken on the tactical level. As for operational level the purchasers focus is short term 
and is almost entirely concerned with everyday issues such as ordering and expedition. This 
level also handles questions related to delivery surveillance and follow ups and buyers at this 
level are often rewarded on their ability to obtain the lowest price based on a given level of 
quality.90 
 
Archer et al. means that on characteristic of SMEs is that the organizational structure and 
the managerial levels are often blurred.91 The different decision levels, strategic, tactical and 
operational, is therefore also in SMEs less apparent and the organization is often less 
structured than in large companies. By this it is not stated that the decision levels does not 
exist in essence, merely that medium sized companies commonly have a less ordered 
decision process than large companies.   
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                 
89 Kotler and Keller, 2006, p. 218.  
90 Kotler and Keller, 2006, p. 218. 
91 Archer, Wang and Kang, 2008 
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3.6.3 The Purchasing Process  

 

The most important obligation of the purchasing function is to choose and evaluate 
suppliers.92 Monczka et al. means the purchasing process is a sort of cycle that consists of six 
main steps93; 
 

1. Identify user need for the product or service 
The purchasing department usually begins with identifying or anticipating the need for 
material or services for a user within the organization. A valid factor to take into account 
here is that the purchasing department can receive notice about this demand in a 
number of ways which can be more or less specified.94 This is an important factor to 
consider when evaluating the performance, and the potential improvements, of the 
purchasing department. The degree to which the demands are specified when they 
reach the purchasing department influences the purchasing functions operating freedom 
and therefore also the ability to improve. This also stresses the point earlier made by 
Porter, who mentioned that if we are to improve in one part of the supply chain, in this 
case the buying function, we need to oversee all the related issues and functions95.  
 
2. Evaluation of potential suppliers 
How profound the evaluation generally is depends on many specific factors such as the 
size and amount of the purchase as well as whether the firm has used this supplier 
previously.96 In the next following two chapters strategies for how to manage supplier 
relations and create portfolios of suppliers will be discussed more extensively.  
 
3. Bidding, negotiating and selection of supplier 
There are many different ways of selecting suppliers. However, Monczka et al. means 
that bidding and negotiation are the most common practices used with the purpose of 
selecting a supplier. Later on we will come to see that depending on different external 
circumstances one method for supplier selection might be preferable in front of 
another.97   
 
4. Ordering 
After evaluating and selecting the supplier an approval for purchasing the item is granted 
and the item can be acquired. 98  
 
5. Release and receive purchase requirements 
This step basically consists of the actual transmission of the order which is in most 
company’s done by routine. 99  

                                                 
92 Monczka, Trent and Handfield, 2005, p. 33. 
93 Monczka, Trent and Handfield, 2005, p. 34. 
94 Monczka, Trent and Handfield, 2005, pp. 34-42. 
95 Porter, 1985, pp. 33-61. 
96 Monczka, Trent and Handfield, 2005, pp. 34-42. 
97 Monczka, Trent and Handfield, 2005, pp. 34-42. 
98 Monczka, Trent and Handfield, 2005, pp. 34-42. 
99 Monczka, Trent and Handfield, 2005, pp. 34-42. 
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6. Measuring supplier performance  
This step involves evaluating the chosen supplier according to the credentials laid down 
by the company. Monczka et al. means that continuous measurement of supplier 
performance along with supply management is a corner stone in the purchasing 
process.100  This will be discussed in detail later on.  

 
 

 
Figure 3.2- The Purchasing Process (abstracted from the work of Monczka et al.)101 

 
However, these stages presented may vary. Van Weele means that there are seven general 
variables that affects the buying process, namely; the characteristics of the product, the 
strategic importance of the purchase, sums of money involved in the purchases, 
characteristics of the purchasing market, degree of risk related to the purchase, role of the 
purchasing department in the organization and the degree to which the purchase product 
affects existing routines in the organization. 102 The characteristics of the product refer to the 
financial importance and the technical complexity. For example, purchase decisions about 
technically complex products are often made by technical specialists whilst choices about 
standardized items are often made by the financial department or management. 
 
With the strategic importance of the purchase Van Weele means that the higher the 
importance of the product is, the more involved management will be.  The strategic 
importance of the product can be determined by for example cost, importance to the 
customer or accessibility. Sums of money involved refer to the fact that if the purchase is 
relative expensive, management is likely to be more involved. The characteristics of the 
purchasing market also influence the buying process as the market might limit the firm’s 
freedom of choice. Negotiation in a monopolist or an oligopoly market for example is 
probable to differ from markets with free competition.  
 
Further, the degree of risk related to the purchase affects the time, effort and the attention 
on higher level for the buy. A purchase that might have a large influence over the profit and 
the organization is of course devoted more attention. Van Weele also means that the role of 
the purchasing department in the organization matters for the purchasing process 
constellation as tasks, responsibilities and competencies vary between organizations. 
According to Van Weele, larger companies for example often operate more professionally 
than small ones which influence the buying structure. 103 Therefore, it is in my opinion also 
likely that there are other aspects of the purchasing process that are to appear differently 
based on the size of the company.  
 

                                                 
100 Monczka, Trent and Handfield, 2005, pp. 34-42. 
101 Monczka, Trent and Handfield, 2005, pp. 33. 
102 Van Weele, 2005, pp. 36-37. 
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Gilmore et al. has stated that SMEs commonly have less structure and that processes tend to 
be less ordered than in larger firms.104 This can possibly be true for the purchasing function 
as well. According to Simpson et al., SME managers commonly spend less time on decision 
making and evaluation.105 The extent of evaluation of suppliers and measuring supplier 
performance are therefore something that can be thought to vary between companies. 
Another characteristic for SMEs that has earlier been mentioned is that SMEs tend to focus 
on traditional product issues such as quality, price and support while larger companies 
pursues issues that motivates supply chain management innovation such as procurement 
expertise, value analysis and time to market.106 This is as well likely to have implications on 
what is focused on in the process and what the concerns priorities are when purchasing.  
 
The last variable mentioned by Van Weele, the degree to which the purchase affects excising 
routines, refers to the fact that the purchase will require more involvement if the products 
that are to be bought will cause the organization to have to make adjustments. 107 Such 
adjustments can for instance be training or education which might be needed when for 
example a new software program or manufacturing technology is employed.     
 
Monczka et al. has a similar view as Van Weele as they mean that the stages in the buying 
process may vary for a number of reasons.108 For example, how much time and effort that is 
valid to put in to improving the purchasing process should of course be weighed against the 
benefits of these improvements. Thus, for a relatively unimportant, inexpensive product it 
may not be worth putting in the effort to improve the acquiring of the item as this would be 
too costly. However, it is also important to keep in mind that supplier relationships require a 
lot of resources, mainly extra working hours and travel, whereas developing and maintaining 
a relationship with the wrong supplier could as well be as financially damaging109.  
 
In addition to the influence these variables might have on the purchasing process, Kotler and 
Keller means that a number of decisions in the purchasing process also depend on the 
buying situation.110 The process whether it’s a straight re-buy, a modified re-buy or a 
completely new buy differs. This has to do with the buyer’s familiarity with the product but 
also with the sort of cooperation between buyer and seller that might have been 
established. The straight re-buy is the most common purchasing situation within a firm 
which entails the acquiring of a known product from a known supplier. The uncertainty is 
thereby low and the ordering procedure only incorporates the last three steps of the 
purchasing process. A modified re-buy occurs when an organization wants to purchase a 
known product from a new supplier or a new product from an existing supplier. This 
situation usually occurs when better alternatives have appeared or when there is 
dissatisfaction with the current supplier. In this situation focus lies on the last four steps of 
the purchasing process model. The new buy situation on the other hand, is characterized by 

                                                 
104 Gilmore, Carson and Grant, 2001 
105 Simpson, Padmore, Taylor and Frecknall-Hughes, 2006. 
106 Quayle, 2003 
107 Van Weele, 2005, pp. 36-37. 
108 Monczka, Trent and Handfield, 2005, p. 59. 
109 Bergdahl, 1996, p. 34. 
110 Kotler and Keller, 2006, p. 212. 
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a high degree of uncertainty and high risk. The decision making process therefore implies 
extensive problem solving and the purchasing process is probable to be prolonged as a 
higher amount of people will influence the buy111.    
 
However, what is most essential in the reasoning of Monczka et al., Van Weele and Kotler 
and Keller is that company performance is influenced by actions in all of the phases in the 
purchasing process. By having a clear picture of how purchasing is done and what variables 
and events are included we can better investigate where improvements can be made and 
what abilities we have to improve company performance.  
 
 

 

3.7 Supplier Evaluation and Relationships 
 

Because of pressure to meet the demands caused by global competition, buyers and sellers 
are increasingly involved in collaborative relationships in order to produce quality products 
while controlling costs112  
 
Gadde and Håkansson mean that there are three dimensions to purchasing strategy.113 The 
first is to make the decision whether to make or buy, which also determines the degree of 
vertical integration for the firm. Secondly, a company has to develop suitable relationships 
with the suppliers and choose among them. The third step infers organizing the supplier 
portfolio with deciding how many suppliers to develop relationships with.  
 
 
3.7.1 Evaluation and Selection 

 
Cunningham means that suppliers should be selected based on the benefits that can be 
obtained by the company.114 Thereby, supplier relationships and portfolio analysis must be 
related to company purchasing objectives and hence also the strategies adopted to achieve 
those objectives. Cunningham describes four key purchasing objectives which are; Security 
of supply, matching with appropriate supplier, controlling relationships and cost saving.  
 
Security of supply refers to that the company should aim to stabilize supply input and prices 
over time in order to avoid over dependence due to single sourcing. Matching with 
appropriate suppliers implies ensuring that the chosen suppliers have the characteristics 
desired for long term relationships and that they will be able to meet the company 
requirements. Controlling the relationship and basically means that the company should aim 
to get the upper hand if the supplier by increasing their power over the same. Cost saving 
refers to the fact that companies should always aim for cost efficiency. Thereafter, a wide 
range of strategies can be employed to achieve these objectives. 115 
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Cunningham also means that the company can increase their advantage by using different 
suppliers to fulfill different purchasing objectives. One supplier might then serve as a 
resource for non-standard items, one for technical innovations and another for low cost 
supplies. 116  Cunningham employs a perspective that considers the totality rather than 
optimizing the contribution from single suppliers. Suppliers should hence be evaluated 
jointly in order to build a purchasing portfolio that is optimal overall.  
 
Bergdahl means that a company should choose the most appropriate supplier out of a 
strategic point of view. Strategic can mean for example that the supplier has a large volume, 
has unique knowledge of the production or that the supplier is already involved in the 
production process.117 Kraljic as well means that employing an optimal type of purchasing 
strategy will enable a company to both utilize its buying power and to make well founded 
decisions in the selecting of suppliers. Kraljic’s approach will be discussed in the next 
following chapter.  
 
 

3.7.2 Supplier Relationships 

 
Bergdahl claims that there are four fundamental principles to consider in order to enhance 
the collective competitive strength for both supplier and buyer.118 These are; (1) common 
goals, (2) long term perspective, (3) mutual creativity and (4) focus on total cost.  
 
With common goals Bergdahl means that both buyer and supplier have to consider their 
individual processes as contributions to a joint process. This enables firms to be able to set 
up common goals that they both agree on. These goals can for example concern product 
quality, cost or lead times. Bergdahl also means that the strategic partnership and the efforts 
put into improving this might not pay off at once and therefore a long term perspective is 
required in order to get the most out of this. In addition, Bergdahl claims that companies 
with a short term perspective on partnerships tend to switch suppliers more often which 
conveys distrust among the suppliers making them reluctant to make changes.  
 
Mutual creativity means that both the buyer and supplier have to contribute with ideas for 
improving the product and production process. In order to foster that kind of behavior, the 
buyer must employ economic measures for driving the supplier into making rationalizations 
and increase purchasing effectiveness. In order for both parts to be able to focus on total 
cost and not just for each part to consider their own cost, Bergdahl means that all 
information of the parts individual costs must be shared.  This is necessary in order to come 
to a consensus about reasonable revenue and at the same time avoid future discussions 
about prices. This is also important in order to point out that it is the total cost of the 
product that is important and that both parts will benefit from lowering this cost.  
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Spekman et al. shares Bergdahl opinion that information sharing between both parts in the 
relationship increases effectiveness.119 According to Spekman et al., information exchange 
between organizations constitutes a great source for increasing competitive advantage, but 
that there has to be boundaries in place for how much information will be shared as well as 
to what extent decisions should be made by the partner. Vaaland and Heide however claims 
that resource structures and how various assets are linked and shared between 
collaborating actors in the value chain poses a reason for lack of implementation of 
purchasing management techniques in SMEs.120 
 
Buyer and seller relationships have thus become an integral part of business-to-business 
operating strategies over the past ten years.121 Effectiveness within the purchasing function 
is not only obtained by choosing the right supplier, but by implementing the right 
relationship with suppliers122. One of the most commonly used and debated models for 
managing buyer-supplier relationships is the Kraljic purchasing portfolio approach. The 
Kraljic portfolio approach is commonly considered an important breakthrough in the 
development of theory in the field of purchasing and supply management. In order to get a 
sense about commonly used theory about how supplier relationships can be formed and 
managed, and to build a foundation for the purpose of identifying ways for medium sized 
manufacturing companies to improve their purchasing function, this method will be 
discussed in the following. 
 
 
3.7.3 The Kraljic Purchasing Portfolio Approach  
 
Kraljic describes in his article an approach that makes it possible for companies to review 
their supply positions and develop a custom-made strategy to minimize the company's 
supply vulnerability and make the most of its buying power.123 Kraljic means that a 
company’s need for a supply strategy depends on two main factors. The first factor is the 
strategic importance of the purchase which can be measured by the value added to the 
product line. The strategic importance of the purchase can also be assessed by looking into 
the percentage of raw material in total costs and thereafter the effect on profitability.  

 
The second element to take into consideration according to Kraljic is the complexity of the 
supply market measured by pace of technology or materials substitution, entry barriers, 
supply scarcity, logistics cost, logistics complexity and monopoly or oligopoly conditions.  
Thus, Kraljic argues that the importance of supply management is dependent on the 
complexity of the supply market as well as the importance of purchase. 
 
The approach that Kraljic suggests in order to develop a well suited purchasing strategy is 
that the company should first classify its purchased materials in terms of profit impact and 
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supply risk.124 The company should then search the supply market for the items in question, 
analyze the market and weigh its own strength as a customer against the bargaining power 
of its suppliers. To take into consideration when analyzing the market is the supplier’s 
capacity utilization or bottleneck risk, number of suppliers on the market for this product, 
the availability of substitutes, the supplier’s profit margin and the potential costs in the 
event of non delivery or inadequate quality.125 Based on these factors the company should 
then determine their strategic supply strategy and their supply position.  
 
Lilliecreutz and Ydreskog mean that purchasing strategies that are based only on Kraljic’s 
recommendations are lacking the potential power and dynamics of the supplier.126 The 
authors claim that each supplier relationship has different characteristics and therefore also 
different needs for integration. Thus, treating every relationship in the same way is not 
considered efficient and therefore there is a need for a differentiation strategy concerning 
supplier relations.  
 
Further, Gelderman and Van Weele directs some critique towards Kraljic’s model, and 
towards purchasing models in general, as they mean that the complexity of business 
relations commonly do not allow simple recommendations and that it is not feasible to 
deduce strategies from a portfolio analysis such as Kraljic’s.127 They mean that by simplifying 
the issue of buyer–supplier relationships, portfolio models fail to capture vital aspects such 
as the context of networks, products and the organizational structure as well as inter-firm 
relationships in general. Further, Gelderman and Van Weele mean that the methodology 
used in Kraljic’s approach does not provide any guidelines for proactive thinking about what 
can or should be done to change the existing reality. 
 
Morrell and Ezingeard mean that system development techniques to increase effectiveness 
and efficiency, such as the portfolio model provided by Kraljic, generally has not been 
adopted by SMEs to the same extent as larger companies.128 The reasons that SMEs have not 
been able to benefit from such systems has commonly been stated as lack of financial 
resources and technical capability. Other key variables that influence SME: s adoption of 
supply chain systems and procurement solutions are according to Morrell and Ezingeard 
system incompatibilities related to operational and infrastructural incompatibilities as well 
as strategic and financial considerations.  
 
Differences in implementation were also identified in a study of SMEs in the UK which 
pointed towards lack of effective adoption of SCM techniques. 129 Matters such as new 
technology and R&D, which are commonly associated with innovations in a supply chain 
context, were regarded as low priority items by SMEs. Thus, SMEs do not appear to 
implement SCM systems and models to the same extent as large companies and as a 
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consequence they receive fewer advantages from other actors in the supply chain130. This is 
in line with Quayle who claimed that SMEs tend to focus more on traditional product issues 
and neglects to consider procurement expertise.131 
 
Thus, theory suggests that SMEs tend not to apply currently available models and theories 
for enhancing procurement expertise to the same extent as large companies because of 
restrictions and lack of resources implied by company size. It can therefore also be 
questioned whether medium sized companies would actually benefit from following such 
methods for purchasing and supplier relationship management as these, based on the 
boundaries for medium sized companies to implement such methods, may not be well 
fitted.  
 
 
 

3.9 Comments 
 
The topic of importance for this literature presentation was to review theories that could 
support in attaining new realizations about how medium sized companies can increase 
purchasing performance.  The aim was also to show what limitations that exist in current 
theories and to build a foundation for which to find new solutions to how purchasing 
effectiveness and efficiency can be increased.  
 
In this section, the main theories relating to possible improvement of the purchasing 
function and how such improvement can influence company performance has been 
presented. Firstly, some general groundwork on organizational structure and corporate 
advantages where rendered followed by commonly used views of the purchasing process. 
This was then followed by some theoretical viewpoints on how to increase purchasing 
performance. In this part, to ability to apply appropriate sourcing strategies was pointed out 
as a key factor for the development and success of the purchasing function as well as supply 
chain management, which by Van Weele was pointed out as a cornerstone of competitive 
strategy132. The theory section was finalized by a discussion about of one of the more 
famous theories by Kraljic concerning supplier relationship management and selection.  
 
Researchers whose theories have been presented in this chapter has either concentrated on 
making a distinction between large companies and SMEs or neglected to make any 
distinctions based on firm size. Instead of resorting to the customary approach of 
considering small and medium-sized enterprises as one homogenous group, this study aims 
to bring forth medium sized companies as a group. By making a distinction where medium 
sized companies are considered as one segment this study aims to develop a richer 
understanding of enterprise size related issues in purchasing management and provide 
insights that may have been overlooked in the previous research.  
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In this chapter, a wide range of areas where small and medium sized companies tend not to 
follow conventional theory and adapt to general purchasing methods has also been 
identified. Theory has also suggested a number of barriers and issues that prohibits SMEs 
from resorting to strategies and methods that have been suggested for increasing 
purchasing performance. Thus, this has given an apprehension on how small and medium 
sized companies tend to function in regards to certain aspects, the limitations that 
commonly exists and how they differ from large companies. Nevertheless, there is still an 
issue of finding how medium sized companies can actually increase purchasing performance.   
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4. Practical Methodology 
______________________________________________________________________________________________________________________________________________________  
The section contains a description of the methods that have been employed when conducting 

the empirical research. The scientific foundation for how the empirical data is valued will be 

given account for along with the choices made for gathering and processing information.  

______________________________________________________________________________________________________________________________________________________  
 

 

4.1 Interviews  
 

As been mentioned, this thesis is based on a qualitative study that has been conducted 
through interviews.  The purpose of doing the interviews was to get a deeper understanding 
of how purchasing is handled in medium sized manufacturing companies and through 
attaining this information be able to generate new knowledge on how improvements to the 
purchasing function can be obtained in these companies.  
 
The interviews have been conducted through meetings face to face at the convenience of 
the respondent. An advantage with conducting the interviews in person rather than over the 
phone is that it is generally easier for the respondent to answer open questions and to talk 
more freely133. The aim of the interviews was to attain a description about purchasing in 
these companies whereas it is of essence that the respondents give detailed and exhausting 
statements. Meeting with the respondent instead of doing the interview over the phone was 
in my opinion therefore preferable. Another advantage with the face to face interview is that 
it gives the possibility to register non verbal communication which can be useful both to 
interpret the full meaning of the answers.  
 
 

4.1.1 Selection  

 

This research focuses on medium sized manufacturing companies and it is therefore also 
medium sized manufacturing companies who have been used in the empirical study. The 
selected companies engage in the production of a product and all employ between 50 and 
250 employees. The chosen companies are based on the same geographical market, 
Skellefteå. The reason for choosing this market is because I was living in this city at the time 
and due to limited resources and time for conducting the research it was convenient to 
choose companies located in Skellefteå. 
 
An important issue when doing this type of research is how many interviews are needed for 
the study134. Kvale means that the researcher should interview as many respondents that he 
or she feels are needed in order to obtain the information that is required.135 The timeframe 
for the study is also an important factor to consider when estimating the number of 
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interviews that are appropriate. 136  Too many interviews reduce quality as it impedes the 
possibility for deeper analysis of the material. Too few interviews on the other hand make it 
impossible to make generalizations. To start with, I had chosen to include five case 
companies in the research. This selection was done by compromising between the time 
available for the project and the approximated generation of the highest scientific value. 
After reviewing the information gathered from the research based on five companies I found 
this selection to be sufficient for being able to give answers to how purchasing performance 
can be advanced in medium sized companies.  
 
Another matter to consider is also how many people to interview at each company. 
Interviewing more employees at the same company might on the one hand give more 
information about that specific company. On the other hand, conducting more interviews at 
the same company with the time frame in mind would mean that fewer companies would be 
included in the study. I have chosen to conduct one interview at each company. The 
respondents that were interviewed seemed to be very knowledgeable about purchasing in 
their company and had a good insight into the company’s operations. The answers that were 
given by the respondents to the questions asked were very detailed and the respondents 
also gave quite exhausting descriptions when speaking freely. I was also able to meet with 
the person that I felt was most suited to answer my questions and it therefore my belief that 
the research in this case was brought forward by doing fewer interviews at each company 
and including more companies in total.  
 
 
4.1.2 Choice of Companies 

 
All the selected companies have been chosen through a selection method based on 
convenience and accessibility137. The selection of what companies were to be included in the 
study was carried out by looking trough the phone book of what companies were located in, 
or close around, Skellefteå. The initiator for this research project, Company X, had however 
been chosen already in the initial phase of the research. Nine companies in total that were 
considered good candidates for conducting the research was selected from this list as they 
matched the criteria of being medium sized manufacturing companies. I also attained 
further information about the companies on their web sites.  
 
Three of these nine companies did not want to participate in an interview. Two of them 
claimed that they simply did not have time to do an interview and the third one did not give 
any reason. One of the nine companies that were chosen by me to be asked for an interview 
did not fit the profile. This was discovered when making the initial calls to the companies I 
wanted to include in the research.  
 
The companies I have selected for this study are Alimak Hek, Wipro Infrastructure 
Engineering and three other companies who have requested to remain anonymous in this 
study. These three companies will in the following be referred to as company X, Y and Z, 
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where company X is the initiator of this research project. The respondents of company X, Y 
and Z stated that the reason for being anonymous was that they did not want negative 
aspects of the company to be publicly known. Two of the respondent declared that they 
wished to be anonymous before the interview started. The respondent of company X 
however declared after the interview was finished that the information given to some extent 
constituted sensitive information to the company and that the respondent wished that I 
either erased sensitive information such as inefficiencies or negative aspects of the company 
or not to disclose the company’s identity in the report. In order to be able to use valid 
information that has been given from the respondent I therefore choose to hide the 
company’s identity.  
 
It is my belief that choosing to let these companies remain anonymous should have affected 
the study in a positive way rather than negative. Giving the respondents the possibility that 
company name and the respondents name could remain disclosed has in my opinion 
permitted the respondents to give more information and to give information about the 
negative aspects of the company. If the respondent would not have had the possibility to 
remain anonymous it is my belief that they would not have given as exhaustive information 
or been as upright in their statements. In addition, it is also uncertain if these companies 
would have participated in the study if the respondent had been required to give up their 
own name and/or their company’s name. 
 
The aim of the empirical study was to information that the companies and their purchasing 
function which would lead up to propositions for improvements. In my opinion, all the 
information needed for this purpose has been rendered by the respondents during the 
interview. For fulfilling the purpose of the study, it is not necessary to declare the company 
name as relevant specifics and characteristics that influences what measures can be taken to 
improve the purchasing function can still be taken into account, and be declared, without 
revealing the company identity.  
 
All the companies are as said medium sized manufacturing companies and are producing 
products and/or components that are sold to other companies and/or merchants. The 
reason for choosing these specific companies is because they were available for an 
interview, they were located in Skellefteå and they fit the description of being medium sized 
and devoted to manufacturing. The variation between the companies in terms of markets 
targeted and the product produced did not have any implication on the selection. Further 
information about the companies can be found in appendix three.  
 
That one of the companies, Company X, initiated the project have had some implications for 
the study. The main reason for looking in to the subject of how medium sized companies can 
improve purchasing in the first place was that a Company X, which is a medium sized 
manufacturing company, had listed an ad where they requested help with retrieving 
information about how to improve their purchasing function. This lead me to see that there 
was a need for explaining especially how medium sized companies can improve purchasing 
performance. Nevertheless, the reason for choosing to conduct interviews with 
manufacturing companies in particular was because Company X was a manufacturer. The 
type of company and the relative position in the value chain is stated to be a determinant for 
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how a company acts138. It has also been stated that the specific factors affecting the growth 
and performance of individual firms tend to differ between industries139. Since the aim of 
the study is to attain a description of how performance can be improved I decided to include 
companies that were as well manufacturing companies as this is probable to give more 
conclusive results.    
 

 

4.1.3 Choice of Interview Structure  

 
A semi-structured interview technique has been used in this study. The semi-structured 
interview technique provides a lower degree of standardization then for example 
questionnaire study as the interviewer poses questions that are open for giving wider 
explanations140. This thesis aims to study how purchasing improvements can be 
accomplished. In order to do so it is important to get a description about how purchasing is 
managed in the studied companies as well as get an understanding about the background to 
how purchasing is handled. As has been discussed in the theory section, the context of 
purchasing is as well an important factor for how the purchasing function is managed and 
what improvements can be done. A semi-structure interview makes it possible to retrieve 
information about the situation and to get to get an overall global understanding about 
purchasing and its role in the organization.        
 
Another option for this study would have been to employ a completely open interview 
technique where the respondent would have talked freely around the subject of purchasing. 
Jacobsen means that that through such a method, information about things the interviewer 
had not considered asking about can be brought out and lead to new revelations141. For this 
study, it is important to get an overall description about the companies purchasing 
functions, which could have been attained through open interviews. However, the reason 
for not doing interviews that were completely open was that there is a risk that some 
questions might stay unanswered. 
 
By conducting a semi structured interview I was able to guide the respondents in their 
stories in a way that lead them to answering my questions and at the same time give vivid 
description about procedures and company processes. In each interview conducted in this 
study, the questions where mainly posed as a theme where respondent from a broad 
subject could retell something about the company. This was followed by requests to further 
elaborate a certain statement or aspect of the story and sometimes also by attendant 
questions. By the use of a semi structured interview technique I was also given the ability to 
pose more direct queries when needed in order to get answers to all my questions. Thus, 
this choice of technique was for the research purpose preferable to any other method 
available.    
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4.1.4 Interview Guide  

 

The interviews that have been conducted in this study were based on a predetermined 
interview guide (see appendix 1 or 2 for the English version) The interview guide consisted of 
a number of themes which had been chosen on the basis of the theoretical framework 
presented in this thesis. The themes that were discussed during the interviews were 
strategy, integration, outsourcing, suppliers and cooperation, information, the purchasing 
process and aspects for the future. 
 
The theoretical framework has shown views on what may inflict on a company’s purchasing 
performance, how organizations are built and the role of purchasing in the organization. For 
the empirical research, I have worked with the same structure as theory suggests in order to 
obtain information about how medium sized manufacturing companies are working with the 
subjects discussed in the theory section. By doing so, the purpose is to attain information 
about how especially medium sized companies function when it comes to purchasing and 
then be able to propose potential improvements. 
 
The concept of the future is something that was discussed that was not directly mentioned 
in the theoretical framework. This was discussed in order to get more direct answers to what 
improvement areas had been noted by the respondents and what aspects were considered 
important for the company. When talking about the future, the respondents gave more 
concrete answers to what improvements areas they thought existed in the purchasing 
function, what improvements would be interesting to pursue and what the vision for the 
future was.  
 
In the beginning of the interview, the respondents were asked to tell me about the company 
whereupon they could talk freely around this subject. This implied that the respondents 
often controlled the sequence of the subjects that were to be discussed and the respondents 
were not tied to the order of the questions in the interview guide. Questions from the 
interview guide were then posed in the order that given the situation was most appropriate 
and concurred with the respondents associations. Follow-up questions were continuously 
posed in order to clarify relations in the company’s work with purchasing and in order to be 
able to make more accurate interpretations of remarks made by the respondent. Such 
questions were also used to lead the respondent into a new subject in the interview guide by 
asking the respondent to further elaborate a statement. In the interview, the number of 
subjects that was brought up by me have however differed between the interviews as some 
respondents have brought the conversation forward on their own and generally been more 
open and talkative then others.   
 
Throughout the interview dynamic questions were also posed as a result of social interaction 
and in order to elucidate an interest for the respondent’s story. Posing dynamic questions 
facilitate improvement of the interaction between interviewer and respondent142. By asking 
the respondent questions about the story he or she was telling, the aim was to motivate the 
respondent even though these questions were not of interest for the study.  
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According to Kvale, direct questions should be held off until the end of the interview as they 
may limit the respondent’s spontaneity. On two occasions in the final stage of the interview, 
questions of importance for the study were posed that had not been mentioned in the 
conversation, and which could not either be related to what had previously been said. The 
respondent was thereby considerably controlled in the latter part of the interview compared 
to rest of the time. 
 
 
4.1.5 Choice of Respondents and Collection of Empirical Data  

 

In order to select interview persons that had knowledge about the company and could 
answer my questions regarding the subject, I chose to interview a person in charge of 
purchasing at each company. The purpose and subject of the research was explained in the 
initial call to the company whereas the person answering the phone, in all cases a 
receptionist, directed me to the most suitable person. The study was then explained to the 
person in charge of purchasing at each company and they confirmed that they thought they 
were the best person at the company to answer my questions.  
 
When it comes to the respondent, Kvale means that a good respondent is cooperative, well-
spoken and proficient143. By choosing the person responsible for purchasing at each 
company the intention was to select the most knowledgeable person for the subject of the 
study. However, there was no possibility to ensure that the responded possessed any of the 
other criteria as the interview session constituted the first encounter in person. 
Nevertheless, when contacting the respondent and talking to them on the phone I got a 
sense of the degree of interest for the study from the respondent. It was only the 
respondent at Wipro who initially gave an impression of disinterest but when the actual 
interview was to occur, the respondent’s interest seemed to have risen. The fact that I after 
the initial call was made, and the interview had been agreed on, had sent out an email to all 
of the respondents explaining the study, the purpose of the study and that the company 
would get to a copy of the final production, could possibly have influenced the level of 
interest.  
 
The following interviews were conducted: 
 

� Michael Boström, Purchasing manager at Wipro Infrastructure Engineering AB. 
The interview took place at the company site in Michael Boström’s office in Skellefteå 
on the 2008-02-05 at 13:00. He has worked 2 years at Wipro. 

� Susanne Nyberg, purchasing manager at Alimak Hek, Skellefteå  
The interview took place at the Company in the office of Susanne Nyberg in Skellefteå 
on the 2008-02-07 at 13:00. She has worked 1 year at Alimak Hek  

� Interview with procurement manager at Company X  
The interview took place in the respondent’s home in Skellefteå on the 2008-02-07 at 
20:00. The respondent has worked 1 year at this company. 
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� Interview with production manager at Company Y. The interview took place in the 
conference room of the company in Skellefteå on the 2008-02-08 at 09:15. The 
respondent has worked 10 years at this company. 

� Interview with procurement manager at Company Z. The interview was conducted in 
the office of the respondent in Skellefteå on the 2008-02-14 at 10:00. The 
respondent has worked 2 years at this company. 

 
Trost means that it is necessary that the interview is held in an environment as quiet and 
calm as possible and that there is no audience. Further on it is also vital that the interviewee 
feels comfortable in the environment.144 For all the interviews conducted the respondents 
themselves chose the time and location for the meeting. This meant that the interview with 
all companies where held at the respondents office except for the interviews with the 
respondent of company Z, who chose to have the interview conducted in the conference 
room, and with the respondent of company X, who chose to be interviewed in his home. The 
respondent of company X chose to have the interview in his home as he himself felt that this 
place was “nicer than his office” The respondents wife was in the apartment at the time of 
the interview and was on some occasion passing through with risk of overhearing what was 
said. This could then have influenced the material captured from the interview, although the 
respondent was seemingly undisturbed by this. 
 
I decided to register the interviews by using notes of lesser detail, tape recording and 
memory. The advantage with using a tape recorder is that I after the meeting could recall 
the material more precisely and there in my opinion was less risk of misinterpretation than if 
I only would have used notes. However, Trost means that a tape recorder can sometimes 
inhibit the respondent and he or she can be bothered by knowing that they are being 
recorded.145 I would argue that the subject of the interview, and hence the questions, are 
not of a sensitive nature on a personal level as they are concerning the company and their 
way of doing business. The interview is neither concerning the personal life of the 
respondent whereas the possibility that this capturing method should compromise the 
material should be slighter. In addition, the respondents are all professional people and it is 
possible that they are not totally unfamiliar with these kinds of situations. In the beginning 
of each interview I also asked the respondents if it was alright that I recorded the 
conversation and the respondents all agreed to this. I explained that the recording would 
only be used for this thesis and that the records would then be deleted.   
 
Recording the interview on tape helped me in verifying that the information was correct. I 
also think that using a tape recorder supported registration of non verbal communication 
which can be important in order to fully understand the meaning of answers. The tape 
recording benefited capturing of indirect communication as I during the interview occasion 
was not occupied with noting down exactly what was said and could focus on other aspects 
of the conversation as well. With respect to the consequences and advantages of recording 
the interviews I therefore think that using a tape recorder was overall benefitted the study.   
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4.2 Data Processing and Method for Analysis  
 

Trost means that data is most easily recollected from memory right after the interview146. A 
recapture of the interviews was therefore done straight after each meeting had ended 
where I noted down what I had apprehended from the conversation. The information from 
the tape recorder was then transcribed. After noting down everything that had been said the 
material was overviewed on order to indentify key elements in the data and what 
information was important for the study. The analysis was thereby done ad hoc as I firstly, 
after each interview went through the material to determine what was of interest for the 
study. What was eminent to capture for this study was information concerning the 
purchasing function and how purchasing was managed. It was also important to render 
information about purchasing processes, company strategy, how the organization was 
functioning and how departments were linked. At this initial stage, the analysis consisted of 
determining what information was relevant, i.e. information concerning purchasing or 
information that could be related to purchasing.   
 
The theoretical framework presented in this thesis functioned as a guideline for looking at 
what information was to be considered to be related to purchasing and to determine how 
the information from the interviews could be of help in concluding how purchasing 
improvements could be obtained in these companies. The analysis of the empirical material 
has not only constituted a solitary part of the study but has pervaded the whole study. 
Already in the context of the interview the analysis was initiated as follow up questions or 
clarifications of what the respondent has said constitutes a part of analyzing the data. The 
usage of such an ad hoc method for analysis implies a somewhat unstructured working 
process147.   
 
After all the interviews had been conducted and the data from each interviewed had been 
transcribed and analyzed the process of going through the collected material was continued. 
By processing the interviews both jointly, and one by one, a general impression was formed 
about how these medium sized companies were handling purchasing and how the 
organizations were composed. Throughout the process of analysis I have constantly 
reappraised the material as well as the implications drawn from these, which means that the 
analysis has been done in several steps to reach the final conclusions presented in this 
paper.  
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4.3 Access 
 
The companies that were included in the study where as mentioned Wipro, Alimak Hek and 
the three disclosed companies referred to as company X, Y and Z. The reason for choosing 
these companies has been declared in previous sections, but another reason for why these 
companies where included in the research is that they were willing and had time to 
participate. Three other companies where considered and invited but chose to not to 
participate. The reason for this was by two of the company employees stated to be lack of 
time. The third person did not give any reason. The first contact with the companies was 
made by phone where the purpose of the study and the subject of the interview were 
declared and they were also asked if they would consider doing an interview. Some 
companies then asked for more information about the study whereas I sent them an email 
explaining the study and the purpose as well as clearing up some facts about how the 
interview would be conducted. I also sent the same information to company X and Z, even 
though they had not asked for it.  
 
All of the respondents seemed interested in the study and in participating in an interview, 
except the respondent at Wipro who seemed moderately interested in the study and did not 
seem to have any interest in the study nor the subject. At the interview I perceived the 
respondents as being calm and accommodating. All the interviews took place at a location 
that had been chosen by the interviewee which meant that in four cases the interviews were 
conducted at the company and in one case in the respondent’s home. As the interviewer I 
did not experience any disruptions that might have intervened with the respondent’s 
sincerity or willingness to share information. I had also previously when talking to the 
respondents on the phone informed about an approximate timeframe for the interview as I 
supposed that this would make the respondent less stressed during the interview.  
 
After the interview was finished I retold what had been said and the respondents were then 
free to correct any errors in my interpretation. During the interview I also retold how I had 
interpreted the respondent’s answers and story statements like: “So you mean that…” and 
“Does this mean that…” This was done in order to verify the accuracy of the empirical 
material but also, in aspect of the time frame for the study, because it was more efficient to 
clarify things straight away. The reason for doing this instead of resending the material to 
the respondent for review is that I was concerned that the respondents would not send back 
a confirmation in a timely manner and due to the fact that some of the respondents had 
stated that they did not have much time to dedicate to the study.    
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4.4 Criticism of Research Sources and Criteria for Scientific Value  
 
This study is based on interviews and has not generated any results that can be measured or 
quantified in any direct way. It is however important to try to see to that the results of the 
study are as valid and reliable as possible. Reliability refers to whether the results of the 
study could be generated all over again148. The aim of this study was to generate solutions 
for medium sized companies to improve their purchasing function. The results of the study 
are dependent on the underlying situation to ineffectiveness whereas the conclusion drawn 
from the research is also dependent on the context and situation. Hence, if the factors that 
lead up to these recommendations for how to enhance purchasing performance would 
change, so would the recommendations. Whether the study would generate the same 
results hence depends on whether the context is the same. The results from the study are 
therefore to be considered reliable in the sense that they are accurate in describing possible 
solution given the problem and the context in the purchasing function in medium sized 
companies.  
 
Validity implies the control of whether methods and data are regular and legitimate.149 In 
order for the results to be considered to be valid the measurement of use must be able to 
measure what is intended. I would claim that the use of a semi-structured interview 
technique as research method gives the best foundation for achieving the degree of validity 
that is possible for this specific qualitative research project. As discussed earlier, it is in order 
to attain a description of the purchasing function necessary to be able to ask questions that 
can be freely answered. Thereby, I would argue that the method of choice gives the best 
foundation for validity that is feasible. However, a problem with the interview as a technique 
for information gathering is that the respondent can distort his or her reality on account of 
the presence of the interviewer and in order to give a more positive impression150. This then 
contributes to errors in the respondents answers and hence in the results from the interview 
which is an apparent risk with this study.  
 
This study was based on interviews with five different people from five different companies. 
These people agreed on doing the interviews out of free will and were willing to commit 
their time and share the information they had with me. I apprehended it as if the 
respondents were trying to give accurate descriptions and to answer truthfully to the 
questions posed. In addition, the subject was not a sensitive matter to the respondents 
personally and they also had the option to remain anonymous in the study. Therefore I think 
it is very likely that the respondents were answering the questions truthfully.  
 
There is of course also risk in that the respondents might have remembered something 
incorrectly and made a wrongful statement or that they neglected to give information. 
However, this is something that is inevitable in qualitative research through interviews. By 
conducting five interviews with respondents from five different companies the aim was to 
retrieve enough information to be able to answer the research question. In addition to this, 
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the purpose with doing more than one interview on the same subject was to retrieve 
information that may have been left out by other respondents but also to get a better 
appreciation of the honesty in the statements left by the respondents. By conducting more 
than one interview, I could determine a pattern for how medium sized manufacturing 
companies work with purchasing and noted where there was an overall consensus in the 
statements. In my opinion, the truthfulness of the empirical material can therefore be 
concluded to be quite strong.   
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5. Empirical Discoveries 
 

______________________________________________________________________________________________________________________________________________________  
In the following the material gathered from the interviews that where conducted will be 

presented. The purpose is to render what was given account for in the interview and to 

declare the view of the respondents on purchasing related issues linked to respective 

company.  

______________________________________________________________________________________________________________________________________________________  
 
 
The following has been rendered from the interviews held with the respondents at Wipro, 
Alimak and the disclosed companies X, Y and Z. All the companies that have been 
interviewed are medium sized manufacturing companies. The text consists of contributions 
and statements from the respondents although the original material gathered from the 
interviews has been rephrased and shortened in order to transcribe it into a unitized text.  
The interviews were conducted by using a semi structured interview technique which 
implied that the respondents often controlled the sequence of the subjects that were to be 
discussed. With the intention of giving the reader a more sorted view of the data the 
empirical material is depicted in three main areas; Outsourcing, the purchasing function and 
supplier relations. Aside from what has been said in the interviews, a short description about 
each company and the product is to be found in the beginning of each chapter. Further 
information about the companies is rendered in appendix three.  
 
 

5.1 Alimak Hek AB 
 

Alimak constructs and manufactures vertical access solutions such as elevators and lifts. The 
product is sold to a worldwide market and with it comes additional services such as 
installation and maintenance. Quality of product and quality of service is the main focus for 
the company. Each product is produced based on the requests of the client and therefore 
there is a high degree of customization for the product. The number of employees was 248 
in April 2008.    
 
 
5.1.1 Outsourcing 

 

The items that Alimak is buying from other companies instead of producing in house are 
mostly components and services associated with mechanics as well as electricity. On such 
item is electricity cabinets for which Alimak has production facilities and is producing in 
house, but are overloaded in reference of time and are thereby suffering from capacity 
shortages.  
 
The reason for outsourcing are according to Nyberg capacity shortages as well as a wish to 
focus on their core business and what is most profitable. Cost cutting is also a factor for 
buying from outside sources. The disadvantages with outsourcing are that it is harder to 
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control quality and that outsourcing demands a lot of preparatory work. Nyberg means that 
Alimak previously has been producing almost everything in house but that the fundamental 
plans and designs have been insufficient. Through the preparatory work that has been done 
when deciding to outsource, such flaws has been discovered and corrected. This is a 
continuous process and Nyberg means that the more extensive outsourcing gets more 
improvement areas are being discovered and dealt with.  
 
Further, Nyberg means that the company has to consider the total costs of outsourcing, 
including the cost of preparatory work and costs of managing the supplier and the 
relationship in order to make an informed decision whether outsourcing is beneficial or not. 
In order for an item or component to be considered for outsourcing, the estimated cost cut 
should be at least 30%. The additional cost for administration is then not included in this 
number whereas actual cost cut will in reality be lower. Thereby, a certain buffer has to 
exist. Nyberg also means that more accurate cost calculations are something that is needed 
and that the company would gain from creating more complete reports but that this has not 
been done as it requires some effort.  
 
The strategy for entering into low cost countries is that Alimak should be able to cut 30-50% 
by doing this as this is a rather complicated measure that demands a lot of knowledge about 
production techniques that has to be transferred. Nyberg also means that it takes some time 
to decide whether outsourcing really is beneficial as you cannot do a full evaluation of the 
supplier until you have tried them. The same reasoning also applies when choosing among 
suppliers.  
 
Global purchases consist of about 20 percent of total purchases and almost all items bought 
outside of Sweden are from suppliers within Europe. Alimak is currently setting up facilities 
in China where some components will be produced in the future. The reason for this is cost 
cutting, although Nyberg means that there is also risks with moving production to China as 
lead times will be extended and that reclamation will be increasingly difficult. In addition, 
this implies that order quantities will have to be larger and that Alimak will have to increase 
their stock levels. Another reason for searching for suppliers on a global basis is according to 
Nyberg that it is starting to get increasingly difficult to find producers nearby. Therefore 
Nyberg also claims that purchases will be global to a larger extent in the future. However, 
Nyberg also means that something to take into consideration when making decisions 
regarding outsourcing, and especially on a global basis, is the actual costs of such operations. 
Nyberg means, that there are often hidden costs in for example administration and 
evaluation that are not taken into account. Full cost calculations are therefore something to 
try and obtain.       
 
For the future, Nyberg thinks that the extent of outsourcing will increase and that the 
company will move towards purchasing more composite items rather than components.      
As for the rest, Nyberg means that the globalization also constitutes a positive element as 
this puts pressure, an increases the competition between Alimak’s current suppliers. Nyberg 
also claims that something that will become an issue in the future is the supply of raw 
material which is decreasing and will be increasingly hard to obtain.  
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5.1.2 The Purchasing Function 

 

Within Alimak Hek in Skellefteå there are four purchasing team leaders and the teams are 
directed towards different product categories. There is also a purchasing manager in place to 
handle the teams. Most purchasing decisions are run through one of the team leaders and 
bigger purchases are also to be approved by the CEO. The teams are working with supplier 
selection, creating agreements and managing supplier relations. The ordering of the product 
is then managed by the logistics department and the orders are placed according to 
suggestions made by the purchasing teams. These suggestions or guidelines are gathered in 
an internal data system.  However, sometimes ordering of appliances and tools for 
production is done directly by the production units. For receiving the goods there is a team 
of four people in place who also performs a control of the goods that are arriving. The extent 
of this control is dependent on the supplier’s previous records and how the supplier is rated 
in performance evaluations. The control of the goods when arriving mainly consist of 
measuring deviations in quality, that the amounts are correct and checking for potential 
faults.  
 
Below the logistics department, there is also a team that creates and manages prognoses 
that are intended for the supplier. The prognoses are altered and sent out with a frequency 
accordingly to the suppliers demands. The accuracy of these prognoses is also evaluated 
later on. Decisions regarding product alternations or switching of brands are always run by 
the construction department and needs to be approved before a purchase can be made. This 
is because the purchase might be complex but also because Alimak is producing a product 
that needs to be certified before it can be put in to use. Therefore the components must also 
have certain certificates or standards.  
 
Since some products are very complex the purchasing department does not have full 
knowledge about the item and the purchase is very dependent on the influence and 
opinions of the construction department. Nyberg also means that the cooperation between 
the construction department and the purchasing department is an area that could be 
improved, and that there would be benefits to gain from such an improvement. Another 
thing that Nyberg means could help improve the purchasing function is looking at other 
organizations purchasing functions and their way of arranging purchases.   
 
The purchasing department is also cooperating with marketing on price issues and 
alterations of components due to costs. One problem with this is that the timeframe from 
when a customer places an order to the actual delivery can sometimes range over a year, 
whereas it is hard to make price/cost calculations and estimate a price to the customer as 
the cost of components and hence production of the final product may have risen during the 
year. Therefore there is a need to set the price of items with the suppliers before the market 
department decides on a price with the customer. This is a principle which today is not 
always followed.  
 
The reasons that the timeframe from order to delivery is that extensive is that the producing 
of the product simply takes a long time which is due to the complexity of the product and 
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that most final products are custom made, but also because there is a capacity scarcity. 
Another problem is that many of the suppliers are as well suffering from capacity shortages 
and simply cannot handle an increase in demand. As Alimak, according to Nyberg, has 
increased their production by 20 percent last year, and are estimating the same increase this 
year, this is a problem and is also something that increases the importance of prognoses for 
the supplier.       
 
Nyberg also states that the production units have sometimes been making decisions on their 
own concerning temporary outsourcing when the units experiences scarcity of capacity. 
However, the company is now working on redirecting such decisions to be taken by the 
purchasing function instead whereas all supplier relations are intended to be managed by 
the purchasing group. If the units as an exception needs to place an order for common goods 
themselves these decisions are then going to be based on strong directives from the 
purchasing team. In addition, Nyberg states that the sorts of suppliers that the units 
currently usually employ on occasion of capacity scarcity are not under contract. The 
intention with redirecting all such decision to the purchasing function is to get a better 
control over the suppliers and a better chance of price negotiation. Previously, outsourcing 
due to capacity scarcity has been put onto available suppliers and there has not been 
sufficient discussions regarding price according to Nyberg.  
 
Alimak Hek has four production units which are based in USA, Holland, China and Sweden. 
The board of Alimak Hek is based in Stockholm and Alimak has recently appointed a chief 
procurement officer based in Stockholm that is supposed to have an over view of the 
purchasing processes of all the units and to support cooperation between the units. The aim 
is that the CEO is supposed to coordinate to global purchases as well.  
 
Nyberg means that Alimak employs an internal revision for all functions and that the 
purchasing function is evaluated regularly on a yearly basis where routines and processes 
are evaluated to see what is not working and what could be done in a better way. Recently, 
Alimak has also appointed an improvement group who is intended to work with continuous 
organizational improvements. In addition to this group people from the whole organization 
and outsiders are also invited to give their views on for example purchasing processes in 
order to get other perspectives on matters. A supplier had for example suggested electronic 
ordering and Nyberg means that administration, electronic invoices and the usage data 
systems is something that could be improved. In addition, a revision is also made every 
month that measures the amount of incorrect invoices received from the supplier, the price 
development and timely delivery statuses. 
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5.1.3 Supplier Relations 

 

Ones a year Alimak does a complete supplier evaluation where they evaluate the suppliers 
on criteria of quality problems and timely delivery. The purchasing and quality management 
departments are then working together in making a revision of the supplier. In addition, a 
revision is also made every month that measures the amount of incorrect invoices received 
from the supplier, the price development and timely delivery statuses. For all new suppliers 
Alimak employs a supplier evaluation where they visit the supplier and look at the 
organization, the production and also how logistics are managed. In addition, Alimak also 
works with supplier development and they sometimes send production technicians to the 
supplier site in order to educate and inform suppliers about efficient production techniques. 
Alimak’s manufacturing costs and the time it has previously taken Alimak to produce a 
certain product are shared with the suppliers as this could as well help the supplier improve.  
Nyberg means that Alimak also has improvement groups for improving not only their own, 
but also the supplier’s processes and that one such group are also shared with a supplier.   
 
Nyberg means that there is a limit to how much you can push the supplier to reduce their 
prices as the supplier’s survival it is also in Alimak’s interest. Therefore they have to find new 
ways of reducing costs and helping the supplier improve is one of them. Nyberg also claims 
that pushing price reductions to much often leads to quality issues with the product which 
can end up raising the total cost instead of reducing it. Another measure besides looking into 
improvements on the supplier’s side is to consider actions that Alimak can take which can 
constitute of changes in the production process or standardizations of products. Tools and 
equipment for the supplier to be able to meet Alimak’s demands are also sometimes 
invested in.  
 
Common problems with new suppliers are quality issues, problems concerning material and 
lead times. The main concerns when choosing a supplier are quality, timely delivery that the 
supplier has sufficient capacity. Nyberg mentions that quality is more important than price 
but that since one year back, when Alimak became part of Triton, price has come to play a 
larger role as there is increased focus on profitability. Another aspect that is sometimes 
taken into consideration, mainly when it comes to global purchases, are the supplier 
expected production capacity.  
 
Alimak has in total about 1000 suppliers and they have reoccurring purchases and 
relationships with about 400 of these. The aim is to decrease the amount of suppliers, 
although Nyberg mentions that there is also a danger with having too few suppliers as this 
implies vulnerability and that they are trying to find a middle way. For some components, 
the number of suppliers is already too small and Nyberg means that they are intending to 
have at least two suppliers for each component. During the fall Alimak has also arranged for 
15 suppliers that are providing smaller components to be handled by a wholesaler instead. 
Nyberg means that there is an additional cost to this, but that she believes there is still a cost 
advantage in this as Alimak will not have to handle all the administrative issues associated 
with the relationship with these suppliers.  
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Another issue is the fact that Alimak does not want to be too big of a customer for the 
supplier. Nyberg means that if the company purchases are starting to exceed 40-50 percent 
they have to look for different supply options as this could be a danger to the survival of the 
source if demand fluctuates. During the last few years the number of suppliers has risen 
which is mainly due to increased outsourcing.  
 
Alimak has developed close relationships with the larger suppliers as they are working a lot 
with these on quality issues and because there is a greater frequency in the visits. The 
agreements that the company has with their suppliers are mostly price agreements. With 
the large suppliers Alimak has also entered into cooperation agreements and with the lego 
suppliers the agreements mainly constitutes of contracts regarding working hours.  
 
A general improvement that Nyberg means could benefit the company is an increase in the 
cooperation between units within the organization and that the company should consider 
the whole chain from supplier to consumer when making decisions. So far Nyberg means 
that a lot of work with purchasing is done separate from the other units and that there 
would be an advantage to let the production technician have a larger influence.  
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5.2 Wipro Infrastructure Engineering AB  
 
Wipro manufactures hydraulic cylinders that are mainly used by other companies. The 
product is mostly standardized and within the product lines there are several different 
variations. The Cylinders are sold both as single products and in larger quantities. The 
company strategy is based on quality of the product but delivery times are also an issue. The 
number of employees was 227 in 2007. 
 
 
5.2.1 Outsourcing 

 
The items that Wipro is buying from other companies instead of producing in house are 
items belonging to manufacturing, which to a big extent constitutes of components 
associated with turnery. These components are mostly purchased from European suppliers 
but Wipro also has suppliers in India, USA and China, although the items from china are 
brought in through a middle hand in Europe. Michael Boström claims that through 
outsourcing that the company is employing today, they are managing to save about 30% 
compared to the cost of producing the same components in house. The sole purpose of 
outsourcing is cost reduction according to Boström. Since joining the Wipro group, a larger 
extent of items are acquired through suppliers in India in comparison to previously where 
the company’s suppliers almost entirely where subcontractors in Europe.  
 
Since the merger in 2006, the purchasing process has become more centralized and some 
purchasing decisions are taken in India. However, Boström means that the amounts of 
outsourced processes have not increased since 2006 and states that it is mostly the 
components that have been bought from subcontractors in Europe that is now purchased 
from subcontractors in India. Only some occasional component that was previously 
produced in house has been outsourced to India.  
 
The positive effects of outsourcing are according to Boström cost reduction, and Michael 
Boström means that this is the main objective with outsourcing. The disadvantages with the 
outsourcing that Wipro has today are mainly associated with the items that are bought from 
non European countries. The negative aspects of this are longer freight and lead times and 
that there always has to be items in shipping in order to maintain the same frequency of 
delivery.  
 
Using non European sources is also the largest risk with the suppliers that the company has 
today. In order to reduce risks of non delivery or late delivery, the company employs second 
sourcing where they for the items that have been outsourced to India try to keep a second 
source available in Europe. This is among other things in order to be able to make supporting 
purchases if something would occur that delays delivery from India or if the company is in 
need of faster delivery.  Michael Boström means that he could also imagine that they could 
outsource more components that they are currently producing in house, if there in the 
future is a cost advantage of this.   
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5.2.2 The Purchasing Function 

 
Since 2006, Wipro Infrastructure Engineering, previously Hydrauto, belongs to the Wipro 
group whereas there is a central sourcing function in place. Wipro consists of five entities in 
Europe and four in India and each of these European entities have and manages their own 
suppliers.  The purchasing function includes two centralized purchasing groups, one Indian 
group and one European group. The Indian group mostly handles relations in India whereas 
the European group is focused on suppliers in Europe. In Skellefteå, Wipro has two 
purchasers who focus on purchasing and follow-ups. In addition they have two employees 
who are handling ordering and purchasing needs on a daily basis.  
 
Purchasing for ongoing operations and common supply are often handled directly on an 
operational level. For decisions and choices of suppliers concerning completely new 
products the strategic purchasing group is involved. The strategic group is also involved in 
purchasing of machinery and larger investments. For purchasing components to newly 
created products a project group is appointed whereas the items that are to be purchased 
are tried and agreed on before they enter into the regular ordering system. Most new 
purchases are handled by receiving offers from suppliers and then choosing between these 
offers. If new but similar products than before are going to be purchased, the decision is 
taken on a tactical level. 
 
Even before the centralization of purchasing started the units within Sweden and Europe 
where trying to coordinate purchasing as much as possible with the aim of cutting costs. 
Boström means, that an advantage with the centralization is that they have divided the 
purchasing function into areas whereas they are able to have teams focusing on the strategic 
part of purchasing and as well as other teams attending to the daily issues. However, the 
purchasing process is according to Boström not as interlinked as it used to be, as there are 
some people handling the start-up of the purchasing process and somebody else at the end.    
 
 
5.2.3 Supplier Relations 

 
Currently, Wipro has several hundred suppliers but according to Michael Boström, the 
company is continuously working on coordinating the purchasing of the entities in the Wipro 
group in order to reduce the number of suppliers. Up until joining the Wipro group in 2006, 
the numbers of suppliers where steadily increasing. When the company started their 
outsourcing to India, the work with trying to lower the numbers of suppliers in Europe also 
started. Therefore, the numbers of suppliers are now constantly decreasing. One intention 
with the purchasing strategy is to keep the numbers of suppliers low and to try to keep a few 
big suppliers in order to prevent having solitary components produced by suppliers. The aim 
is to have about 25-30 big suppliers and in addition a few small ones. 
 
The disadvantages with having this many suppliers is, according to Michael Boström, that it 
is hard keep track of all the suppliers and that it is difficult to maintain relationships with all 
of them. In addition, having a large amount of suppliers, and hence fewer components 
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produced by each contractor, means that Wipro is less prioritized as a customer by the 
supplier according to Boström.        
 
The company keeps about 20-25 key suppliers for which Wipro has made investments in 
tools and facilities to go in line with the contractor. The number of key suppliers has 
increased during the years, although Boström means that the aim is to reduce this number 
as well. Nevertheless, a problem with reduction is the investments that have been made in 
tools and machinery which in some cases cannot be used for another supplier and therefore 
new investments will have to be made. These are large costs for the company and can range 
above 100 000 SEK. For other suppliers a difficulty with switching can be that investments 
have been made in processes and programming, although these costs are not as big. 
 
For control of supplier performance, Wipro is constantly doing follow ups of delivery times in 
order to assure timely deliveries. This is done every month and is documented in deviation 
reports in order to be able to evaluate the supplier’s long term delivery status. In addition, 
there is a control of the product when it arrives. The extent and the frequency of this control 
differ between suppliers depending on previous quality of the product and reliability of the 
supplier. Boström also claims that follow-ups are much easier when keeping closer 
relationships with the suppliers. The supplier performance control is basically done in the 
same way for global purchases. In addition, Boström thinks that the globalization has had an 
influence on purchasing as they are purchasing more and more from India nowadays. 
However, Boström does not exactly feel that the competitive pressure has risen, although he 
means that the pressure is bigger on their subcontractors due to globalization.  
 
According to Boström, the most important factor when choosing a supplier is timely delivery. 
Other factors are quality and price. There is currently no system in place in the organization 
for efficient and correct supplier selection, but there is one in progress according to 
Boström. Further, Boström means that the company chooses suppliers based on their 
current qualities and abilities. When asked if Wipro considers the suppliers possibility for 
development, innovative skills or technical knowledge, Boström replies that such qualities 
that are not currently present are not of interest.  
 
Further, Boström means that Wipro has cooperation agreements and logistics agreements 
with some suppliers although he thinks that these kinds of agreements are not employed 
enough and that the number of suppliers bound to a commercial agreement should be 
increased. Most agreements that they currently have with suppliers are price agreements 
which they have engaged in with almost all their suppliers.  
 
The alterations that Wipro are currently making to improve the purchasing process are 
mainly decreasing the numbers of suppliers and re-evaluating existing suppliers but also 
outsourcing more and more products. Boström expects that in the future the company will 
outsource more components and that the centralization of the purchasing function will 
enable the company to have closer supplier relationships.  
 

The communication regarding purchasing issues is done through product groups, meetings 
and unofficial conversations. There is also a data conversation system in place that is used 
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for keeping contact with India. Further, Boström means that the purchasing strategy is based 
on the market and that the process of acquiring a new product is usually initiated by the 
purchasing department getting an inquiry from marketing to see about purchasing of an 
item.  
  

For the future, Boström thinks that raw material will become an increasingly important 
purchase as he means that there will be a shortage on raw material and raw products. 
Already, there are shortages on some raw material and Wipro has to order these a long time 
in advance, sometimes over a year. Therefore it is also of essence for Wipro to estimate 
customer demand, sometimes more than one year ahead, for the products that contain this 
raw material which can be very hard. Therefore, Boström also believes that it will be even 
more important to develop prognoses for customer demand and prognoses with long as well 
as shorter time-spans. He means that creating these kinds of prognoses based on their 
bigger customers is in progress, but that there is a need to base prognoses also on smaller 
clients.     
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5.3 Company X 
 
This company is a manufacturer that has customers mostly within Europe but also in the rest 
of the world. The company produces a product that is sold to other companies or 
manufacturers. The end product is for the main part used by private consumers. The 
company’s main focus is on quality although fast delivery is also an issue. The number of 
employees was 148 in 2007. 
 
 

5.3.1 Outsourcing 

 
The items that this company is buying from other companies instead of producing in house 
are mostly components and composite items but sometimes finished products as well. The 
main reason for outsourcing is according to the respondent cost reductions. The company is 
also sometimes purchasing development services for their products. The numbers of 
suppliers that the company is currently using are in total about 150 and the respondent 
means that this amount has been quite steady during the past years. The benefits of 
outsourcing are risk dispersion, both regarding capacity and financial risks. The drawbacks 
are that if a component or item where to be faulty it takes a longer time to correct this. The 
respondent means that there are more items and components that should be considered for 
outsourcing but that such possibilities are yet to be evaluated and that there is a need to 
organize investigations regarding such matters in the organization.  
 
The company has about five or six key suppliers. These are classified as key suppliers on 
account of that the items their producing constitutes a relatively high cost for the company 
or that the supplier has a lot of technical knowledge, but sometimes also because there is no 
alternative suppliers at the moment. In addition, the company also has suppliers that they 
due to corporate policy have to work together with as they are part of the same corporate 
group.   
 
A problem with switching suppliers is according to the respondent that they do not always 
have specifications for how a component is produced and that the supplier has knowledge 
about things that the company is unaware of. The respondent means that what the company 
is really purchasing is in fact the supplier’s competence and that in the relationship with the 
supplier the supplier is also invited to come with suggestions and improvements of the 
component or product. This is intended to help the company advance and improve.   
 
About 20 percent of company purchases are made globally and most of the purchases made 
from outside of Europe come from China. One problem with purchasing from China is that 
the order quantities have to be quite large in order for freight costs not to be overwhelming. 
Another issue is that the product needs to be relatively stable in the company, with which 
the respondent means that the company must have a clear knowledge about the item or 
component and not intend to make alterations. The respondent means that the purchases 
from China should preferably constitute less advanced products, since quality can be an 
issue with these purchases.  
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As for the producers nearby, a problem is that they don not have sufficient capacity to meet 
the demand from the company. The respondent also means that the number of sources 
located nearby the company is decreasing. Therefore, it is probable that the company will 
use wholesalers to a larger extent than before, and that the global purchases are likely to 
increase in the future. The advantages with using wholesalers is that the wholesaler can 
coordinate purchases and thereby get better prices as well as managing stock for the 
company.  
 
 
5.3.2 The Purchasing Function 

 

The company has a central sourcing team that is coordinating the purchases for entities and 
gives suggestions to the entities for how to handle their purchasing. This team is also making 
some decisions on a strategic level as well as bigger purchasing decisions that concern more 
than one entity. This means that some of the company’s suppliers have been chosen by the 
sourcing team. In addition to the sourcing team, there are within the entity in Skellefteå two 
employees handling purchasing issues such as supplier agreements and relations and six 
employees working with stock and ordering.  
 
The main strategic goal at this company is to decrease stocks and to decrease the cost of the 
stock. This directive is a central directive and the main reason is reducing overall expenses. A 
disadvantage with having too much in stock is that if decisions about ceasing to produce a 
product or deciding on alterations can make components in stock useless. In order to reach 
this goal the respondent means that there are currently no official guidelines or strategy in 
place. However the respondent mentions that one of the most important measures to 
achieving this is cooperation between units in the organization, and that this is something 
that the respondent is working on.  
 
The respondent also means they are now discussing whether this number of supply sources 
should be decreased. There are currently no directives for how to lower the number of 
suppliers or a system in place for trying to gather many components at the same supplier. 
The respondent also means that there is a risk of being too big a customer for the supplier 
and that it would be wise not to constitute more than 20 percent of the supplier’s total 
production. This is because they need the supplier to be able to manage changes in demand. 
However, this strategy is not something that is explicit and officially known throughout the 
organization, but is merely something that the respondent considers.  
 
When asked if there are central directives for purchasing the respondent means that there 
are directives but that these are not very clear. The respondent means that for example 
about 50 percent of their purchases should come from low cost countries. However, he is 
not sure if this is a suggestions or merely a request that executive just have “blurred out”.  
 
The suppliers that the company has have either been chosen by the entity or a central 
sourcing team has chosen the supplier. The main considerations when making purchases are 
timely delivery and quality. Price is of course also a factor but is not a focal point when 
making decisions. The respondent means that lead times is an important factor when 
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choosing and evaluating suppliers but that this has not been prioritized in the organization 
so far. Another important factor according to the respondent is the supplier’s ability for 
adaptation and the respondent means that a good supplier supplies the company with 
technical knowledge; however there is currently no system in place to assure that such 
considerations are taken. The respondent also states that the company currently is not 
making any specific advancement to see to that they retrieve information from the supplier, 
and when such information is given by the supplier it is mostly done on the suppliers own 
initiative.  
 
The choice of supplier is mainly done by purchasing working together with the unit that is in 
need of the component and they are deciding together on a suitable supplier. However, 
sometimes the purchasing function can choose the supplier with the help of specifications 
from the department with the requirement. Nevertheless, a prerequisite for this is that the 
specification has to be very detailed. Sometimes, it is also necessary for purchasing to 
cooperate with construction and technicians regarding new purchases.    
 
Within the organization the communication is mostly done informally. The respondent 
means that when decisions are made, these are written down somewhere, but that there is 
no data system or archives. The respondent also means that there is a need for clear 
structures and processes and that it has been suggested that all the involved parties should 
be consulted before making a new decision. However improvements to communication and 
structure are something that the respondent is hoping to take place in the near future. The 
interviewee claims that one of the main problems with their purchasing process is that it 
lacks management and structure and that they lack control. According to the respondent, 
they are solving problems as they arise but there is no long-term perspective.  
 
The interviewee means that the purchases made today in the organization are not as 
coordinated as they could be and that ordering is often done without involving the 
purchasing function. A general problem within the organization is that purchasing is 
something that a lot of people in the company fancies doing as oppose to for example 
selling. The respondent says that many people can in excess of their job assignment take on 
the task of buying something, whereas very few would voluntarily take on the task of selling. 
Therefore, strict directives are needed for purchasing. The respondent means that optimally 
all purchasing decisions should be run through the purchasing function.  
 
Further, the respondent means that as it is today it is very hard for the purchasers to make 
decisions based on specifications as these specifications are often not detailed enough. 
Today, purchasing decisions are taken a bit as hoc and there is not a mindset in the 
organization that separates decision making in different levels. Achieving an organizational 
structure that is divided into different stages would according to the respondent be feasible 
within a time frame of six months and is something the organization is aiming at.   
 
Currently, the purchasing process or function is not evaluated routinely in any way other 
then what is done ad hoc by the purchasers themselves. The respondent means that the 
company is too small to have internal revisions, but that an option could be to employ 
consultants instead. Further, the interviewee says that most important in order to achieve 
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an efficient purchasing function is to create a culture that supports change and to constantly 
search for, and have an open mind to, improvements. Within the purchasing group, they do 
however have meetings every week to discuss problem areas and possible improvements. 
The respondent says that he also joins in the team leader meetings for the different 
production groups where problems are often brought to the attention of the purchasing 
group.   
 

Further, the company is working with prognosis over demand in order to determine ordering 
quantities. These prognoses correspond quite well to reality on a yearly basis, but according 
to the respondent there is a need for more accurate forecast with shorter time-spans, as this 
would help reduce stock.   
 
 

5.3.3 Supplier Relationships 

 
The company has different kinds of relationships with different suppliers. For items that can 
easily be replaced and there is a low cost, the relation is not very developed. For such items 
where a switch between suppliers is not possible or switching would infer a high cost the 
relationship is more developed. In such cases the company and the supplier become more 
like partners.  
 
The information that the company shares with the supplier concerns technical aspects and 
processes of the component that the supplier is manufacturing. This information is given to 
the supplier by the company in order for the supplier to be able to produce the component. 
Currently, the company does not have information regarding the cost structures of the 
supplier and component but are working on gathering such information. Meanwhile, the 
respondent means that it is increasingly important to have information about the supplier, 
and that all kinds of information are of use in order to make a general evaluation of the 
supplier.  
 
Further, the importance of being included in the right network is mentioned by the 
respondent as an important aspect. In order for that to be possible, there has to be a mutual 
information sharing. This is however not something that the company is currently working 
on and the respondent means that an obstacle for applying such a strategy today is the risk 
of being cheated by the supplier. Today, there is simply not enough trust put in the supplier 
in order to develop such a relationship.  
 
When discussing what kind of agreements that the company has with their suppliers, the 
respondents means that verbal agreements are as valid as explicit ones but that the 
advantages with having an agreement in writing is that this might function as a sort of 
protection for the company, but also that the supplier might feel safer with an explicit 
agreement. Further, the respondent means that creating and handling these agreements 
takes a lot of time, and that a separation in the previously mentioned decision levels and 
more structure in the organization would reduce the time spent on agreements. When 
estimating the cost of purchasing instead of producing in house, the costs of handling the 
agreements and relationships with suppliers are not included.     
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The company is not doing any official follow ups or controls of suppliers. To a lesser extent 
they have a quality check of the items. The respondent means that they are controlling for 
example that deliveries happens on time but rather that they after a while can observe a 
pattern and thereby make a judgment about the supplier. The respondent also means that it 
is important not to pressure to supplier to much in matter of lowering prices as this may 
damage the relationship with the supplier. A good relationship with the supplier is very 
important as the supplier then is generally more devoted to the company as well and is 
more inclined to work overtime if demand increases.  
 
What is also mentioned by the respondent is that the lack of structure in the organization 
has an influence over the relationship with suppliers. Sometimes the orders from the 
company are not detailed enough which leads to the supplier delivering the wrong things. 
This then has to be corrected by the supplier which implies that the supplier has to put in 
extra effort, such as personnel working over time, into solving this. Such things can cause the 
relationship with the supplier to take a wrong turn. Further, the respondent means that it is 
impossible to enforce improvements in order to build a better organizational structure 
without having a complete view of the structure that the company has today. Therefore, 
they are currently not looking at other organizations to find better solutions, as the 
respondent means there has not yet been a complete work up of the own organization, and 
that this should constitute the first step. This is then something that the company is starting 
to work on.      
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5.4 Company Y 
 
This company is mainly manufacturing products to other businesses and these products are 
often customized after the buyer’s specific requests. The buyer is then buying the products 
in different order quantities, although single products are seldom sold. The company’s 
product is technologically advanced and the company’s strategy is based on offering a 
product that is innovative. The company also has patents for some of the components used 
in the products. The number of employees was 71 in 2007.  
 
 
5.4.1 Outsourcing 

 

The items that this company is buying from other companies instead of producing in house 
are components. Everything that is purchased is then put together in house and the 
company is not buying any composite items or finished products. The reason for outsourcing 
the manufacturing of some components are cost cutting and a wish to focus on the core 
competencies. The respondent means that the disadvantages of outsourcing are the inability 
to alter the product in late stages of the production process. As the company is working with 
customized products, it sometimes occurs that the customer wishes to change the product 
after the order has been made. This is then in some cases not possible due to that the 
company is unable to make changes in, or replace, certain components.      
 
The main considerations when choosing a supplier are quality and timely delivery. According 
to the respondent, timely delivery especially is a requirement for the supplier. The company 
has a sort of informal policy in place which states that they should send out for offers from 
at least three suppliers before making a decision. This is done is order to get the best price 
according to the specific requirements of the product and process. Another intention with 
this is to check if the prices are competitive.   
 
The respondent means that the company currently has about 15 key suppliers. These have 
however become fewer over the years, as the company has tried to gather more 
components at the same suppliers. A problem is also that there are currently no substitutes 
to some of these key supply sources. For standardized items they almost always have more 
than one source but for the more specialized items having more than one available source 
can sometimes be hard. However, the respondent means that they should be able to find 
substitutes to these suppliers and that he does not think that this is something that could be 
produced in house, mainly because of complicated production processes and that they do 
not have enough information about the product. The respondent means that the company is 
generally trying to keep more than one source for each item but that this is not the situation 
today.  
 
The company makes about 20 percent of their purchases outside of Europe. These suppliers 
are mainly based in USA and China. The advantages with this is according to the respondent 
cost cutting although problems include increased lead times and difficulties in 
communicating. The respondent means that misinterpretations and communication failures 
are often the cause of incorrect components being delivered. Another issue is that 
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purchasing from low cost countries demands much more work and the administrative costs 
are more extensive.   
 
 

5.4.2 The Purchasing Function 

 

At the company there are one strategic purchaser, one person handling stocks and three 
people working with orders. The strategic purchaser is then working together with 
production and constructers regarding choice of suppliers and agreeing on items of 
purchase. The purchasing strategy is based on an aspiration to lower prices on purchases, 
reduce lead times and decrease the amount of reclamations.  The aim with the purchasing 
strategy is also to minimize the numbers of suppliers and try to gather purchases of 
components to the same suppliers so that they do not have suppliers producing solitary 
components. The respondent means that the gains of doing so is a more efficient 
administration with less orders and invoices to take care of.  Further, the respondent also 
means that the purchasing process and the cost related to the handling of the process has 
during the last year been taken into bigger consideration by the company. 
 
Today the company has about 200 suppliers and the aim is to decrease this number by 30 
percent for 2008. During the last seven years reducing the numbers of suppliers has also 
been a goal and although this has not been prioritized there has been a slight increase in the 
number of supply sources. The main reason that this goal has not been prioritized is that the 
strategic purchaser was employed about one year ago and since then there has been an 
increased focus on systemization. The respondent means that the company now has a more 
goal-oriented perspective in place.      
 
The products that the company produces are custom fit, which means that the company are 
constantly adapting products to single customers as well as developing new products to fit 
customer needs. Sometimes, the customer also has an influence over what suppliers the 
company is to use. Because of this the numbers of suppliers have been constantly increasing. 
A general concept employed is to try to find suppliers that the company is currently using 
but the respondent means that since their products are often based on new technology it is 
often hard to find the right supplier among the supply sources that they already have. The 
company is therefore often forced to add yet another supplier, whereas the strategy 
becomes to move components from another supplier currently used in order to prevent an 
increase of suppliers.   
 
A difficulty with switching suppliers can be that since the product is technically advanced, 
there are a lot of special agreements between the company and the supply source that ties 
the company to a specific supplier. In addition, the respondent means that even if there are 
no legal ties there are still a lot of time put in to making these agreements which would 
prevent them from switching. The interviewee also means that the time spent on developing 
relations with the suppliers constitutes a hindrance to changing.  
 
When new products are developed or when the company has gotten an assignment from a 
customer to make substantial alterations to a product special product groups are assigned to 
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this. Within these groups the specifications for the item of purchase are decided on. These 
groups generally consist of purchasing representatives, production technicians, constructors 
and team leaders.  
 
The items of purchase and the approved suppliers are then gathered in an internal data 
system which is used for people within the organization. For the ongoing operations, the 
units are then free to put down orders on their own according to the guidelines in this 
system. In this system there are also classifications whereas some suppliers and components 
are classified as “preferred”. This symbolizes a request from the purchasing department to 
the person who makes the order. The intention is to get people within the organization to 
buy standardized component and to get more components purchased from the same 
suppliers in order to reduce the number of suppliers.      
 
The respondent means that the main improvements they needs to be made in order to 
improve the purchasing process is to develop a system to handle prognoses and data in an 
organized way and to get more routine into processes. What also is needed, according to the 
respondent, is system that forces measurements to happen automatically.    
 
 

5.4.3 Supplier Relationships 

 

For the suppliers that the company are dealing with, and have good relationships with, 
prognoses for expected demand are sent out. These are based on the orders and prognoses 
that the company receives from their customers whereas the company estimates their 
demand according to these. The respondent means that prognoses over demand that is 
within three months can are almost certain and when the company gives the supplier such a 
prognosis it is considered an order. However, the demand prognoses that stretches beyond 
three months can vary up about 50 percent and the demand that is estimated in six months 
or further can vanish altogether. Therefore, the strategy is to try and obtain a concurrence 
between the demand from the customer that is certain and the demand that is mediated to 
the supplier.  
 
A problem with basing their demand prognoses on the prognoses of the customers is, 
according to the respondent, that sometimes these prognoses are not very accurate and 
sometimes the customers are simply not making any prognoses to anticipate their demand. 
However, during the last couple of years the respondent means that more and more 
customers are starting to use prognoses and that it is also in the interest of the company to 
help the customers develop a system for making prognoses and to make suggestions for 
how their customers should work with these prognoses. Having more prognoses and also 
more accurate prognoses contributes to lowering prices, according to the respondent, as the 
company then can make better prognoses to give to their suppliers and also achieve 
economies of scale by purchasing larger quantities at once.  
 
The respondent also means that the supplier sometimes are able to lower prices based on 
estimated order volumes, even though the order that is finally put is of a slightly lesser 
quantity or if the order is made in several steps. The company thereby gives sort of a 
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promise of future purchases whereas they can take advantage of economies of scale. The 
respondent means that the prognoses can always be improved, and that the company has 
some components with long lead times that need to be ordered about a year in advance. For 
such items, it is today hard to estimate demand whereas the customer actually has to place 
the order for the product before the company orders the necessary components from the 
supplier. This is especially true for expensive items where the company is reluctant to take 
chances on keeping components in stock. This kind of procedure then implies a long waiting 
period for the customer.  
 
On a weekly basis, the company measures the supplier’s delivery precision along with 
measuring reclamation ratios of the items. This data is then utilized to obtain statistics for 
each supplier and is used as a tool for supplier evaluation. The company also evaluates the 
supplier through visiting the supplier where they look at production processes. This is done 
about one time a year. However, not all suppliers are evaluated but only the suppliers that 
have a strategic importance. The suppliers who are easily replaceable or from whom the 
company buys standard components are not evaluated as the company is replacing these 
when they notice that the agreement is not working. The evaluation process is basically the 
same for global purchases.   
 
The company is also spending time calculating the suppliers cost structures whereupon the 
specific costs of for example work force and machinery are weighted against other suppliers. 
The respondent means that there is also sometimes a discussion between the company and 
the supplier on occasions where the company figures a cost is relatively high and wants to 
discuss with the supplier if this can be adjusted. The respondent exemplifies this with 
mentioning one occasion where the suppliers costs for machinery where substantially higher 
than competitors but this cost was countered by lower costs of work force.  
 
For managing the relationships and contracts with suppliers the company employs 
cooperation agreements with their bigger suppliers which include guarantees, prognosis, 
delivery times, delivery delays and secrecy classifications. Price agreements are also 
enclosed in these agreements although the price can come to change within the agreement. 
For developing or extending the relationships with suppliers further there are no special 
actions taken and the respondent means that a good relationship with suppliers develop 
naturally over time anyways.   
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5.5 Company Z 
 
This company manufactures products for a worldwide market. The end consumers of this 
product are organizations in all continents. The product is customized to a small extent but 
the main part of the product always remains the same. The company sells both single 
products and larger quantities and the end consumers are cooperations. Technology and 
quality is the main concept for the company and the product line. With the products also 
come additional services such as installment and support. The number of employees was 
125 in 2007.      
 
 

5.5.1 Outsourcing 

 

The items that the company is buying from other companies instead of producing in house 
are mainly components and composite items. Purchases are mainly made from suppliers 
within Europe although the company is starting to outsource more and more components 
for production in low cost countries. The reason for outsourcing are mainly cost advantages, 
but the respondent also means that outsourcing implies flexibility and a risk reduction if 
demand were to decrease or if the company where to alter the product in such a way that 
would demand alterations of machinery. The company today has over 300 suppliers but they 
are trying to lower this amount. The disadvantages with outsourcing are according to the 
respondent that it is harder to control the quality of the product and that it is harder to 
make alterations to components. In addition, there is a lot of administrative work to take 
care of regarding supplier selection, and supplier evaluation and control.  
   
The company has about 15 key suppliers for which they are very dependent on. The reason 
for these being key suppliers is that they are manufacturing components that are vital for 
the final product. Another reason is also that there are few substitutes for these in the 
market today and the respondent also means that it is not of consideration to manufacture 
these items in house, rather to develop closer and more secure agreements with these 
suppliers. The respondent means that it would be hard to decrease this amount, as all of 
these are somehow vital for the company. However, the interviewee means that they are 
constantly looking for new ways to arrange purchasing and that this number of key suppliers 
is to be lowered, but that this will probably not happen in the near future.  
 
The company has some purchases from low cost countries, mainly China, although these 
purchases are mostly composed of less technically advanced components. The problems 
that the company so far has had with buying form low cost regions is that these deliveries 
tend to be less punctual, which the respondent means is understandable due to the 
increased shipping time. According to the interviewee, buying from low cost countries also 
implies keeping items in stock, as larger order quantities are necessary in order to keep 
shipping costs down. However, the interviewee claims that the sorts of items that the 
company is purchasing from low cost regions are standardized whereas there is almost no 
risk with keeping a stock of these. An intention for the future is also to have more products 
modularized in order to be able to use the same components for different products. This 
would then increase the benefits of buying from China. 
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The respondent also means that it is getting increasingly hard to find near-by producers that 
can manufacture components with competitive prices. Thereby, the company is obligated to 
start looking for suitable supply sources elsewhere and therefore the company will surely 
increase their amount of purchases made from low cost countries in the future. On the other 
hand, the respondent also means that the pressure from low cost suppliers also inclines the 
domestic suppliers to reduce their prices, which works in favor of the company.         
 

 

5.5.2 The Purchasing Function 

 

Within the organization there are two purchasing managers who are each responsible for 
different product categories. The purchasing organization also consists of additional 
purchasers who handle daily purchasing issues for the different departments. Since the 
company is part of a cooperation there is also a centralized purchasing group in place who is 
intended to coordinate the purchases in the cooperation and help make arrangements for 
global purchasing.  
 
The responsibilities of the purchasing managers are mainly to handle supplier relationships, 
create agreements, give directives and manage follow-ups. When deciding on new 
purchases and new suppliers, the purchasing manager is also cooperating with designers, 
innovators, marketing and sometimes technicians. The purchasing managers are then also 
considering the general directives set by the central purchasing team. When a decision is 
made regarding a purchase and a supplier this is noted in an internal data base. The data 
base is then used by the logistics department who makes purchases according to the 
directives set by the purchasing group.  
 
However, the interviewee says that since there are strict regulations for the product they are 
producing; getting a purchase approval can sometimes take a long time as there is a 
substantial quality check on all items and that the items sometimes have to have certain 
certificates. Therefore, it is vital that the purchasing department gets the right information 
from constructors as there is otherwise a risk that the purchasing process will take an even 
longer time, as wrong specifications might cause the process of evaluation to have to be 
repeated. Therefore it is of essence that the cooperation between these units is working and 
that changes and alterations in products are approved by the concerned parties in order for 
processes to run smoothly. 
 
However, sometimes purchasing decisions can be made through specifications from the unit 
that needs the item. However, a problem with this specifications are often that these are not 
detailed enough and the purchaser still wants to make sure that the item of purchase will be 
correct whereas a meeting is often initiated.  
 
Previously the purchasing process was not as divided between people in the organization 
and the units themselves where more involved in the decision making and ordering. The 
person who previously made the order was also somehow involved in the receipt of the 
items whereas the same person could have control over the whole process. Now the process 
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is divided between units which sometimes make it more difficult for management to control 
the process. According to the respondent, a reason for this lack of control is poor 
documentation and lack of systems for organizing and keeping things explicit.  
 
The company is currently evaluating suppliers on punctuality in delivery as well as doing 
quality checks. These evaluations are being done continuously and the results are logged in 
an internal system for documentation. This is done on a routine basis. The company is also 
doing more extensive evaluations of the suppliers that they have previously had problems 
with. The interviewee claims, that with the orders that comes from low cost countries for 
example, there are usually more quality problems whereas these orders are checked more 
throughout.   
 
The aim of the purchasing strategy is reducing costs and lowering stock levels. The 
respondent means that the gains of reducing stock levels are mainly that the company will 
become more flexible to customer demand and that less stock prevents losses when 
deciding to alter a product or such. Further, the respondent also says that lately, focus has 
also been on reducing the numbers of suppliers and to have closer relationships with a few 
chosen ones.   
 
The company also has a system for managing and creating prognoses over demand in order 
to estimate ordering quantities. The prognoses are based on forecasts that run up about 
three months. According to the interviewee, it is at the present not possible to make 
prognoses that range over longer time spans as it is very difficult to estimate customer 
demand that far in the future. However, the prognoses that are made today are very 
accurate and constitute a good foundation for orders made to the supplier. For purchases 
with short lead times no prognoses are made. Instead the company has an internal system 
where all the actual orders from the customers are gathered. These orders then generate a 
sort of “shopping list” for the purchasing department whereas purchases can be made 
accordingly.  
 
The main consideration when choosing a supplier are quality and delivery times. Price is of 
course an issue, but due to the characteristics of the product this is of lesser importance. 
When choosing a supplier, the company first tries to find a supplier from one of the suppliers 
that they are already using. A method for reducing the numbers of suppliers is also trying to 
gather the manufacturing of more components at the same suppliers. However, the 
respondent means that they do not either want a supplier to have too much of their 
production based on the company, as this might influence the suppliers chances for survival 
when demand fluctuates.      
 
The respondent means that they are employing a mindset of constant improvement in the 
organization and that there is an always ongoing evaluation of the purchasing function as 
well as for other functions in the organization. The purchasing managers are also included in 
meetings that are held in the different departments whereas employees throughout the 
organization have the ability to come with suggestions regarding improvements. The 
employees working with purchasing as well makes their own evaluations and reports of their 
work every month.  
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5.5.3 Supplier Relations 

 
The differences in the relationships that the company has with its suppliers is dependent on 
chemistry between the parts but also how much problems there has been and how much 
development of the component there has been. Further, the company is devoting different 
amounts of effort into developing relationships with their suppliers where key suppliers are 
paid much attention as oppose to suppliers of standardized items. 
 
According to the interviewee there is information sharing between suppliers and the 
company, but that the sharing of information could be extended. The information that the 
company is able to retrieve mainly concerns the item and the production process, but also to 
some extent costs. Sometimes they do not have enough information about the product in 
order to make an informed supplier selection. When choosing a supplier, they send out for 
offers from at least a few suppliers in order to get a real apprehension about the pricing of 
the product given the specific quantities. However, when it comes to custom made items or 
technically advanced components this is much harder as there may not be that many 
suppliers available or that that kind of procedure simply is not optimal due to the nature of 
the component and the risk of leaking information to competitors.       
 
The company has agreements with most of their suppliers. For suppliers that they use 
continuously and that are of strategic importance they are using cooperation agreements as 
oppose price agreements that are sometimes used for simpler business relations. With the 
more important suppliers the company is also working together with the supplier in order to 
help them improve their processes as well. The respondent means that this is done in order 
to increase the supplier’s performance and lower their costs with the intention that this will 
also help lower prices of components and reduce the company’s lead times. Another reason 
is also that it is not vise to push only cost cutting for strategic important suppliers as this 
might infect the relationship. The interviewee also means that sometimes pushing the 
supplier to cut costs backfires and gives rise to a lot of other problems.  
 
 
  

 
 
 
 
 
 
 
 
 
 
 
 
 



 
Advancing Purchasing Performance in Medium Sized Manufacturing Companies 

______________________________________________________________________ 
 

71 
 

6. Analysis 

 
______________________________________________________________________________________________________________________________________________________  
In the following an analysis of the empirical material will be presented. This analysis will later 

come to serve as a foundation for the conclusions provided in the next coming section. 

______________________________________________________________________________________________________________________________________________________  
 

The purpose of this study has been to examine ways for companies to improve purchasing 
performance. From the empirical research it can be noted that there are many possible 
obstacles for medium sized companies’ adoption of SCM and purchasing management 
strategies. By understanding and identifying these obstacles we can however find ways to 
overcome them and find purchasing solutions that are better suited for this specific 
company segment. The section follows the structure of the theory chapter although there 
has been additional space given to the subject of prognoses as this in the empirical study has 
proven to be a contributing factor to purchasing performance. 
 
 

6.1 Strategic Fit 

 
All of the studied companies employ some sort of differentiation strategy and assuring the 
quality of the product is a vital factor for all of them. The companies all aim to match their 
purchasing strategy to the overall company strategy when it comes to the product and are 
also prioritizing the quality issue when it comes to purchasing components and material. The 
quality aspect is thus an issue when choosing among suppliers although the inspection and 
reassuring of the quality of purchased goods lacks in coordination and consistency. Theory 
suggested that SMEs tend to focus on product issues and neglects to consider issues 
associated with the process of purchasing which is something that concerns processes and 
procurement expertise. This can as well be interpreted from this study as the coordination 
and seeing to that strategies are implemented and followed constitutes a problem. This 
issue will be discussed more extensively later on.  
 
Some of the companies’ competitive strategies are as well focused on lead times and 
reducing lead times is hence something that they are striving for. However, there is an issue 
with following through with the overall company strategy and implementing a mindset that 
fits the strategy in all areas of the purchasing function and process. As the competitive 
strategy is something that is inflicting on all the other areas of the analysis the subject of 
strategic fit will be treated further continuously throughout the analysis.   
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6.2 Integration and Coordination  

 
All of the respondents, regardless of the degree of centralization in purchasing structure, 
claim that coordination is an issue that has not yet been resolved. All companies except 
company Y have during the past years changed their purchasing function whereas central 
sourcing groups have been appointed in order to coordinate purchasing. In addition, the 
purchasing tasks within the organizations in the study is said to be more divided between 
different people in the organization now than previously. This has increased the need for 
keeping units interlinked and employing a structure to support such separations. However, 
all of the respondents claim that coordination is something that is lacking in the 
organization. This then prevents processes from running smoothly and for purchasing 
managers to have control over the purchasing process.  
 
What can be apprehended from the empirical material is also that just considering 
outsourcing can actually help improve processes other than the fact the suppler might be 
able to produce the item more efficiently. When considering and making decisions about 
outsourcing, production processes and product attributes are often taken into 
consideration. The analysis of product and process are then often a starting point for 
discovering flaws. Through such analysis, improvements can therefore be brought about 
which leads to increasing efficiency. It can therefore be of interest to organizations to have 
the same review of products produced in house in order to discover and improve products 
and processes that are not intended for outsourcing. This is thus an indication that the 
companies do not have a full apprehension about their own processes.  
 
Coordination and structure within the company can through the empirical material be 
apprehended as a necessity. For example, it has been mentioned that orders that were not 
specified enough caused suppliers to deliver incorrect components. Reclamation implies 
increased lead times as well as extra time and effort spent on sending back items and 
reordering. Coordination between units in the organization is therefore a prerequisite for 
well functioning trading. A coordinated and structured organization is also a necessity for 
good relationships with suppliers in general, as incorrect or unspecified orders has been 
stated to potentially result in infected relationships. 
 
Coordination between units in the organization has also been stated to be important to have 
an efficient and well functioning ordering process from beginning to end. An issue in the 
studied companies has sometimes been to make sure that the right item is ordered and that 
the evaluation functions effectively. To improve coordination between the company and the 
supplier the companies in the study are using, or attempting to use, information sharing. 
Companies are as well as putting efforts into creating prognoses for material flows to run 
more smoothly which can be seen as an indirect way for the company to improve products, 
reduce stock, reduce costs and lead times.  
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6.2.1 Prognoses  

 

Reducing stock levels has also been appointed as a strategic goal for four of the five 
companies. This has to do with the fact that the companies want to be able to respond 
quickly to changes in demand and reduce the risk of purchasing excessively. A measurement 
for achieving this goal is prognosis over demand that states optimal ordering quantities. 
These prognoses are also sent out to the supplier in order to give the supplier an 
apprehension about future demand. It is probable that sharing such prognosis with the 
supplier should prevent supply scarcity and to give the supplier an ability to adapt their 
capacity levels. Such prognosis also makes it possible for companies to order more correct 
quantities, which is bound to decrease stock levels, but should also help foreseeing potential 
capacity scarcity at the suppliers.  
 
What has been mentioned is that these prognoses, although often quite accurate, stretches 
over time-spans of medium length, often about three months. Forecasts that are accurate 
for shorter periods of time could help companies plan their purchases better and thereby 
decrease stock levels. It is also probable, that prognoses over longer periods of time could 
help companies plan their purchases, which is necessary when purchasing globally. In the 
interviews it has been mentioned that it is easier to produce long term demand prognoses 
for bigger clients as they have better knowledge and closer relationships with these. Having 
closer relationships with clients thus makes it easier to make long term prognoses. These 
prognoses are then used to estimate ordering amounts.  
 
In the study, it has been stated that the companies sometimes are not ordering the items 
until they get an order from the customer. This is because they do not want to take the risk 
to purchase items that are not sold. In addition, some items also had to be ordered up to a 
year in advance. A consequence of this is increased lead times and being able to create more 
prognoses could hence also help reduce lead times as companies then are probable to be 
able to make purchases in advance. Archer et al. stated that making accurate demand 
forecasts is especially hard for SMEs due to dependence on larger companies in the supply 
chain. By establishing better relationships with suppliers and customers in the supply chain it 
is however possible that this reliance would decrease in advantage of more collaborative 
relationships. This could then possibly lead to medium sized companies being able to create 
better prognoses.    
 
As customers demand prognoses can be used by suppliers to interpret their demand as well 
there are also incitements for companies to help their customers with their prognoses. 
Correctly defined prognoses can as said be used to lower stock levels. I would also claim that 
secure and accurate prognoses might decrease the need for lowering stock levels as much. If 
the demand structure is secure, a company can as well use prognoses with the purpose of 
retrieving economies of scale through bigger order quantities. In this case, other negative 
factors of keeping items in stock have to be evaluated as well.  
 
The respondent at company Y also claimed that they can take advantage of economies of 
scale solely based on prognoses, and not real orders. The respondent meant, that by 
declaring an estimated order amount to the supplier, although the items where to be bought 
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on separate occasions, the supplier was able to reduce prices. This further emphasizes the 
importance of prognoses, and that the company in concert with the supplier can take 
advantage of benefits of scale based on forecasts. Medium sized companies have in theory 
been stated to have a disadvantage in that they cannot take advantage of economies of 
scale to the same extent as large companies can. Prognoses can thus be used for medium 
sized companies in order to take advantage of economies of scale. More accurate customer 
demand prognoses could also make way for more items being considered for outsourcing to 
low cost countries as larger order quantities constitutes a prerequisite for this. Hence, there 
are benefits for companies to gain by engaging in developing their customer’s skills in 
making prognoses. This also shows the importance of building relationships and working 
together with both supplier and customers in order to achieve efficient purchasing.  
 
 

 

6.3 Outsourcing 
 
When deciding on outsourcing or producing in house, the main concern is cost. The long 
term strategy is thus not a very prominent concern. If the companies are able to purchase an 
item of the same quality to a lower cost than what they can produce it, outsourcing is 
considered preferable. When it comes to choosing among suppliers it is also apparent that 
the companies sometimes do not have a lot of choice. The numbers of suppliers are 
constantly decreasing and it is getting harder and harder to find suppliers that can meet the 
demands that the companies have. In addition, the supply sources nearby are decreasing 
and the companies are sometimes forced to buy globally in order to secure supply. The 
purchasing strategy of these companies is therefore partly based on adaptation to the 
suppliers.   
 
It has also been indicated that outsourcing might decrease the company’s flexibility in 
adjusting to changes demand. When purchasing from afar especially, there is a need to place 
larger orders and to order a longer time in advance, due to longer shipping times. This 
implies that companies have to keep more items in stock which makes it harder to adapt to 
changes in demand. Alteration of the product or deciding to stop producing a product can 
become quite costly in case there is a stock, which in that case might become useless. 
Consequently, I would argue that for outsourcing decisions it is vital to take demand 
structure into account in situations of frequently shifting demands or technologically 
advanced products. Prognoses are therefore vital for global purchasing.   
 
Low cost countries have been mentioned in both positive and negative contexts whereas a 
great benefit is the lowering of costs that switching production to for example India and 
China implied. However, a big issue for global purchases, especially from low cost countries, 
is an increased need for keeping components in stock as global purchases has been stated to 
demand larger order quantities. In order for global purchasing to run smoothly, structure 
coordination can through the empirical material be apprehended as a necessity. For 
example, has been mentioned that orders that were not specified enough caused suppliers 
to deliver incorrect components. This is of course a problem with for all types of purchases 
but when making purchases from far off countries it is ever more important that the 
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components are correct as reclamation has been said to be difficult and infers a lot of extra 
time compared to domestic purchases.  
 
In order to handle occurrences like faulty components and late or non delivery, second 
sources is something that has been used as this may function as a backup. By doing so 
managers could capture the advantages of a cost cutting strategy for purchasing and in the 
same secure supply. However, this of course has to be looked at through a total cost and 
benefit perspective. Multiple sourcing has, according to what was earlier stated by Mattson 
infer less developed relationships with suppliers. Thereby, the company may lose out on 
advantages associated with supplier relationships.  
 
Coordination between units in the organization is can thus be concluded to be a prerequisite 
for well functioning trading. As can be apprehended from the empirical study, a coordinated 
and structured organization is also a necessity for good relationships with suppliers in 
general, as incorrect or unspecified orders might result in infected relationships. 

 
 

 

6.4 The Strategic Role of Purchasing 

 
The strategic role of purchasing does not appear very prominent in the studied companies 
when it comes to selecting suppliers. The selections of suppliers are based solely on the 
supplier’s current qualities whereas the supplier’s potential and future value to the company 
is not taken into consideration. Only the respondent of company X claims that suppliers are 
also evaluated on their ability for adaptation to company requirements. I would argue that 
since companies are making supplier specific material investments as well as investments 
into the relationship with the supplier the future capabilities should be considered to some 
extent. By taking for example the supplier’s innovative capabilities and adaptability to 
changes in company requirements into consideration, more long-term relationships could be 
fostered and sunk cost associated with supplier switching could be reduced. In addition, as 
follow ups and evaluation has been stated to be more substantial for newer suppliers than 
for more long term ones, such costs are likely to decrease as well when employing a more 
long term supply strategy.  
 
One of the main trends in purchasing seems to be that the organizations are all aiming at 
reducing the numbers of suppliers. Up until the present the number of suppliers has been 
increasing at the companies in the study. The reason for this has been said to be the increase 
in outsourced products. The intended reduction has however been described to have a 
number of advantages. Among others, there is a belief that this will help build stronger 
buyer- seller relationships but fewer suppliers has also been pointed out as a measure to 
cutting administrative costs and getting better prioritization as a customer by the supplier. 
Another trend also seems to be the usage of wholesalers as a measure of decreasing the 
amount of external sources.   
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6.4.1 The Value of Information 

 
It has transpired that information about the supplier’s processes and cost-structures can 
benefit the company in more than one way. It is sometimes apprehended as difficult to 
switch suppliers as the company does not have a full understanding to how the product is 
produced. In addition, one reason for choosing to buy components instead of producing in 
house is that the plans and designs for the component have been insufficient whereas an 
efficient production process cannot be established. Retrieving such information can 
therefore enable a company to make more informed decisions about whether to make or 
buy as well as simplify switching supply sources, which thus increases the buyer’s strength 
against the supplier.  
 
The respondent of company Y for example stated that by retrieving information about the 
supplier’s cost structure the supplier’s costs for different parts of the process or material for 
making the item could be weighed against other suppliers. The company was then able to 
discuss the costs with the supplier and how these could potentially be adjusted. In addition, 
the respondent of company X claimed that having information about the supplier is in fact 
extremely important as all kind of information are of use in order to make a general 
evaluation of the supplier. Thus, gathering information about the supplier can also help the 
company in making accurate supplier evaluation, hence enabling more rightful, and efficient, 
selection procedures. 
 
By having more information, the buyer has a better negotiation position when making price 
agreement is also probable to better be able to help the supplier improve, which would be 
beneficial for both buyer and supplier. For example, Nyberg stated that Alimak uses a 
method where they send technicians to the supplier’s production site in order to help 
stimulate improvements. Company Z also puts effort into helping suppliers improve.  In the 
empirical study, it has appeared that all of the companies have at least a few key suppliers 
and that in some cases the company is either forced to work with these, or that there are 
simply no substitutes. In such cases, where normal competition between suppliers can be 
said to not exist, it would be ever more important for the buyer to try to increase supplier 
effectiveness, as increasing supplier performance might have a spill-over effect on the 
company as well.  
 
What was also stated by Nyberg was that pushing price reductions to much often leads to 
quality issues with the product, which can end up raising the total cost instead of reducing it. 
The respondent of company X also said that pushing the supplier to cut costs sometimes 
backfires and gives rise to a lot of other problems.  Assisting the supplier in making 
improvements can thereby constitute an indirect way for the company to improve products, 
reduce costs or reduce lead times. However, the increased effort put into the relationship 
would for sure also result in additional costs. Nevertheless, having a closer relationship with 
suppliers where the company is assisting the supplier in making improvements might also 
reduce the need for switching suppliers as often, hence reducing cost associated with 
switching suppliers. Such costs could constitute of for example administrative costs, cost of 
building new relationships as well as sunk costs associated with supplier specific 
investments.  
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Retrieving information about production processes is also probable to bring awareness to 
the buyer about potential supply substitutes, as the buyer then has a better understanding 
of the item. In addition, it has also been mentioned that a clear knowledge and full 
understanding of product and production processes are vital for being able to outsource 
production to low cost countries as this demands more control and management from the 
buyer’s side. It is therefore probable that a greater insight into productions processes and 
products might increase the proportion of products bought from low cost regions.   
 
The respondent at company Y mentioned that a problem was that they had no substitute 
sources for their key suppliers and that the reason for not producing in house was that they 
did not have enough information about the process nor the product. This further emphasizes 
the importance of having a good relationship with the supplier, and retrieving information 
from the same, as this company is dependent on the supplier due to not having insight into 
the product or production processes. By having such information, the company might have 
the ability to produce in house or maybe get a better insight to whether there are other 
suppliers for producing this item. In addition, getting a better understanding about the 
product and the processes is also likely to increase the company’s strength against the 
supplier and improve their negotiation position.  
 
The respondent of company X as well mentioned that outsourcing also to some extent 
implies input from the supplier regarding changes or improvement of product or processes. 
In that aspect outsourcing production to external parts and having relationships with these 
suppliers, should contribute to improvements.   
 

 

 

6.5 The Purchasing Function  

 
What was eminent in the studied companies was that the purchasing function was less 
structured than suggested by Monczka et al. in the theory chapter. The strategic purchasing 
decisions were in theory separated from operational and tactical level decisions where the 
strategic decisions were made higher up in the organization and was supposed to be used 
when making decisions on tactical and operational level. Since the organizations are 
relatively small, the purchasing manager was often the main force in taking decisions and 
also in implementing them. Decisions were often made continuously as the purchasing 
manager discovered that a change was needed. This implies that companies to some extent 
do not adapt operational purchasing decisions and processes to fit their overall strategies, 
but adjust their strategies to fit the requirements of the market and product at the time. It 
can be argued that such a proceeding to some extent keeps the company up to date with 
changes in the market place and enhances a market oriented perspective. On the other hand 
it can be argued the fact that the purchasing function is blurred and decisions are rather 
unstructured are likely to lead to that the company strategy and objectives are overlooked.      
 
It has also been stated that a problem was that the decisions made on tactical and 
operational level not always conformed to the strategy and the guidelines and directives set 
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at tactical level were not always followed. In addition, a problem in Company X was that the 
statements that had been made by upper management regarding purchasing where not 
always explicit and that it was not really clear whether these constituted directives, requests 
or options. From this, it can be apprehended that there is a need to coordinate purchasing 
decisions in order to enhance purchasing effectiveness, and that ordering without the 
involvement of the purchasing group must be done according to clear directives.  
 
Three of the companies in the study had appointed a central purchasing group. It has been 
stated that with a more centralized structure for purchasing, information systems between 
departments are even more necessary in order to keep not only the different departments 
interlinked, but also to keep the purchasing function itself in consensus. What has been 
stated as an issue is that the cost of components might fluctuate after the price with the 
buyer has been set, causing an uncertainty about margins. The cause of this uncertainty is 
according to the empirical data that the marketing function does not have an absolute cost 
report from purchasing before prices are set. Therefore there is a need for improved 
coordination between units. 
 
Only one company employed some sort of explicit evaluation of the purchasing function. 
However, it was also stated by another respondent that even though the company in the 
respondents view was too small for an internal revision, hiring a consultant to evaluate the 
organizational processes could be of use. Regardless of the size of the company, it should in 
my opinion be of use to have some sort of reoccurring evaluation of the purchasing 
processes and the purchasing function within a firm as improvements are likely to be 
obtained through doing so. Due to the size of the company there may however not be 
enough resources to perform a throughout evaluation of functions and a solution can 
therefore be to outsource such tasks.  
  
 
6.5.1 The Purchasing Process 

 

A problem that can be seen in the studied companies is that the need, i.e. the specification 
from the unit that needs the item or component, sometimes is not detailed enough. This 
then leads to orders being wrong and hence to receiving incorrect material. What has also 
been observed is that purchasing is often working with construction when the products are 
complex or technically advanced in order to get a correctly defined need. The ordering of the 
item is therefore to a large extent dependent on the cooperation of these two departments 
and it is also thereby increasingly important that the collaboration works. However, it has 
been mentioned that cooperation between units is an area in need of improvement.  
 
An issue was that ordering was sometimes done without involving the purchasing function. 
This has been mentioned to create inefficiencies, as agreements are likely not to be as 
optimal as if the ordering was done in a professional manner by the purchasing function. In 
the studied companies, purchasing decisions and ordering were sometimes made at floor 
level but with strict directives. However it has been noted that the directives from upper 
management regarding purchasing where not always followed. 
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The evaluation and selection of suppliers is rather inconsistent in the studied companies and 
the process is characterized by irregularities. Company X for example employed a sort of ad 
hoc supplier evaluation which was mostly done off record. The selecting of suppliers was 
then made “on a gut feeling”. An obvious problem with this system is that when new 
employees comes into the organization information about suppliers was not fully passed on 
and it was increasingly hard for the new employee to attain information. There is thus a 
need for documentation in order to make efficient decisions. In addition, it is likely that 
some information gets lost by not documenting supplier performance etc. even though the 
work force stays the same. This might then lead to unnecessary work in follow-ups and 
evaluation.       
 
Only one of the companies in the study had a fairly developed system for measuring supplier 
performance with routinely checkups as well as standardized measurements and explicit 
documentation. The evaluation and the frequency in the check-ups where dependent on the 
supplier’s previous records whereas goods purchased from suppliers that had a record of 
previously delivering items of poor quality or with flaws would have their items checked up 
on more often.  Without such records of supplier performance companies might engage in 
unnecessary follow-up, hence contributing to inefficiencies. Such documentation and 
supplier evaluation also seem to be a prerequisite for developing a system for supplier 
selection, as the companies that did not employ continuous and explicit evaluations did not 
either have an as developed system for choosing suppliers. Thus, there is a need for explicit 
documentation and a structured process for evaluating suppliers and purchased goods. 
 
 
 

6.6 Supplier Evaluation and Relationships 
 
When choosing among suppliers the main concern for the companies in the study was to 
choose a supplier that could meet their demand in regards to cost, quality and lead times. It 
was also a factor that the supplier could be consistent in their delivery and that the 
purchased goods did not vary in quality. Above it has been discussed that the companies 
place a lot of strategic value in mutual information sharing between the supplier and the 
company and that there is a lot to gain from this. However, when choosing among suppliers 
the ability to establish such a relationship with the supplier was not something that was 
considered.   
 
However, it has been stated that an issue for the companies has been to even find suppliers 
that can meet their basic needs. It has also been stated companies sometimes have to settle 
for supply solutions that are not optimal just because there are no supply sources that can 
satisfy their demands. A reason, besides cost benefits, for resorting to global supply sources 
has also been said to be that there simply are no sources closer by. Therefore, it can also be 
argued that since the companies already have trouble finding suppliers that can satisfy basic 
demands, the potential for relationships is not a priority. Thus, due to that they are middle 
sized, their ability to establish relationships are impaired. Once the company is in business 
with a supplier the companies however claim that they are aiming to increase performance 
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through sharing knowledge and stimulating improvements to the supplier’s production 
processes.   
   
It has also been noted that for such items where a switch between suppliers is not possible, 
or where switching would infer a high cost, the relationship with the supplier is more 
developed. However these kind of relationships did not necessarily imply the company was 
actively seeking to improve the supplier’s performance. The relationship had naturally been 
taken to that level merely due to that there had been a lot of contact between the parties 
since they had a lot of business together, or because the relationship had been ongoing for a 
long time. There was awareness about the benefits that may come of putting efforts into the 
relationship although the respondent of Company X claimed that a good relationship with 
suppliers develop naturally over time anyways.  However, according to what was previously 
stated by Van Weele, assisting the supplier in making improvements could be of benefit to 
the company as it may help relationships develop faster and the effects of a good 
relationship will hence also be attained sooner. A point to not putting as much direct 
resources and effort into developing a relationship is however that there is a cost associated 
with such measures. This must therefore, as everything else, be viewed through a 
cost/benefit perspective.  
 
Nevertheless, previously presented theory shows that a company can attain lower other 
costs related to purchasing through engaging in supplier relationships. From the empirical 
material it can also be noted that the evaluation and the measurement of supplier 
performance is largely dependent on the suppliers previous records, which further 
emphasizes the point made earlier in that cost of evaluation and follow-ups can be lowered 
by engaging in long-term relationships. 
 
Further, the importance of networks and taking the whole supply chain into consideration 
when making decisions about purchasing was as well emphasized in the interviews. It was 
stated that an obstacle for developing closer relationships with suppliers, and for sharing 
information with those, was the risk of being cheated by the supplier. What can be noted 
from the empirical material is that most of the agreements that the companies had with 
their suppliers are price agreements. I would claim that by developing more cooperation 
agreements with suppliers, the risk of being cheated by the supplier should decrease. To add 
is that it in the empirical study have been mentioned that a supplier was considered to be 
better if they provided the company with technical knowledge. However, there was no 
system or agreements in place to see to that this occur and is something that is mostly left 
up to the supplier. Thus, it can be argued that cooperation agreement is as well something 
that would help with seeing to that this takes place.    
 
What can also be rendered from the interview material is that the numbers of suppliers are 
tending to decrease in all of the companies, and a general trend seems to be that the 
companies are striving for closer relationships with their suppliers. It is probable that with a 
decrease of the numbers of suppliers, i.e. engaging in closer relationships to a greater 
extent, companies might also employ a strategy of developing collaborative agreements to a 
greater degree as well. I would therefore claim that by developing agreements concerning all 
aspects of the relationship and not only price issues, the company also makes way for the 



 
Advancing Purchasing Performance in Medium Sized Manufacturing Companies 

______________________________________________________________________ 
 

81 
 

possibility of information sharing between the supplier and themselves. Such agreements 
are however something that is likely to come as a consequence when companies get more 
involved in, and more experienced with, closer supplier relationships.   
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7. Discussion and Conclusions 

 
______________________________________________________________________________________________________________________________________________________  
In this section the findings of the study are given. Firstly, a discussion about the results is held 

and the conclusions are summarized. Lastly some comments about the findings are 

presented. 

______________________________________________________________________________________________________________________________________________________  
 
Trough the research conducted I have identified and analyzed the possibilities and the 
potential that exists to advance purchasing performance in specifically medium sized 
manufacturing companies. In the analysis there were several separate measures identified 
that could potentially increase purchasing performance. When looking at these factors 
jointly, we can however identify that there are three underlying issues for medium sized 
manufacturing companies that can be pointed out as sources for purchasing ineffectiveness 
in these companies.  
 
Firstly, a key issue is lack of coordination which is an issue that has several implications. 
Absence of coordination prevents decisions taken on strategic and tactical level from being 
fully implemented and followed. Thereby the company’s overall corporate strategy is not 
coherent with the purchasing decisions that are made and how processes are actually 
handled. The lack of structure impairs effectiveness and infers extra costs in processes such 
as evaluation and selection of suppliers as well as ordering. Consistency and regularity in 
processes and better coordination between functions and different levels in the company 
can reduce stock levels, lead times and costs as well as improve relations and coordination in 
the supply chain. 
    
Knowledge and awareness has as well shown to be a key factor for increasing purchasing 
performance in middle sized companies. The main issue is that medium sized manufacturing 
companies to some extent are lacking information and knowledge about their own 
processes and the linkages between them. Having an understanding about how processes 
are linked and how decisions in one place can affect and benefit other functions is a 
prerequisite for identifying and attaining improvements. In this aspect, an understanding of 
long term affects and long term benefits of actions and decisions made have also shown to 
be essential.  
 
An issue that is constantly reoccurring and is linked to all of the measures stated to is cost. 
Cost of implementing different measures is an issue as all measures taken must be 
considered through a cost benefit perspective.  However, there exist deficiencies in the way 
that cost is calculated as indirect costs are not fully taken into account. Another part of this 
problem is also that the companies are looking at costs through a rather shortsighted 
perspective, thus neglecting to take long term benefits or benefits ahead in time into 
consideration. Having complete cost calculations that also includes attendant costs is vital in 
order to make informed and accurate decisions about outsourcing and purchasing in 
general. Nevertheless, awareness about actual costs and benefits are something that will 
follow as companies increases their knowledge about linkages between processes and 
actions and retrieve more information before making decisions.      
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The fundamental opportunities for medium sized manufacturing companies to improve in 
order to potentially increase purchasing performance are as follows; 
 
 

1. Structure and Coordination 

The lack of coordination and structure in the organization leads to that medium sized 
manufacturing companies fail to implement strategies. Insufficient overall insight 
into company processes and the purchasing function reduces the company’s ability 
for effective purchasing and impairs the capability to identify what improvements 
could be made.  

 
2. Information and Knowledge 

The main issue is that medium sized companies are firstly lacking knowledge and 
information about their own processes and the linkages between them. Creating a 
realization about the linkages, and influences, between different functions within the 
firm is essential for companies to be able to evaluate the purchasing function, and 
hence to become aware of improvement areas.  

 
3. Cost Calculation 

A long term perspective as well as complete cost calculations is vital for medium 
sized companies to implement in order for to make correct decisions.   

 

 

7.1 Concluding Comments 
 
The main obstacles to improving purchasing performance in medium sized companies are 
cooperation, information and costs. By improving organizational coordination and 
knowledge about internal processes, medium sized manufacturing companies could also 
have a better ability to identify separate issues specific to their company that is causing 
ineffectiveness in the purchasing function. Information about costs and complete cost 
calculations are also of essence for being able to correctly evaluated alternatives and to 
make well informed choices.  
 
An obstacle for going through with these improvements is of course that it requires 
resources. In reality, medium sized companies may not have the resources to go through 
with these changes. The suggested improvements requires among other things time, money 
and effort whereas it may not be optimal for every medium sized company to pursue these 
alterations. Weather it is wise to go through with any type of change must of course be 
considered taking each individual firm into account. Nevertheless, the conclusions of this 
thesis can still be used as a source of information for how medium sized manufacturing 
companies can improve their purchasing function.           
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8. End Notes 
 

______________________________________________________________________________________________________________________________________________________  
In the following section the thesis will be rounded up by stating the contributions of the study 

and giving some suggestions for further research.    

______________________________________________________________________________________________________________________________________________________  
 

 
8.1 The Contribution of the Study 
 
This study was carried out with the aim of attending the need for research on how 
purchasing performance can be advanced in medium sized manufacturing companies. It is 
my opinion that the study has contributed with a differentiated view on the area of 
purchasing improvement and is intended to function as a complement to existing research. 
The findings from this study gives a description of how especially medium sized 
manufacturing companies can advance purchasing performance. However, the results of the 
study could as well be useful for other sorts of organizations who are looking for ways to 
improve purchasing performance. All measures of course have to be considered taken the 
characteristics of the organization into consideration.    
 
 

8.2 Suggestions for Further Research 
 
This study has explored purchasing improvement in middle sized through an empirical study 
based on interviews with five manufacturing companies. It would be interesting to do a 
similar study where companies in the end of the value chain, B2C companies, to see how 
these companies can advance their purchasing performance and to see the difference 
between those companies and the ones in this study. It would also be fascinating to conduct 
a similar study as the one that has been carried out in a few years to get an insight to the 
process of change and how changes are in the purchasing function are effectuated. 
 
Another relevant subject for future research would be to closer study the relationships 
between medium sized manufacturing companies and their suppliers. An interesting 
question would be how cooperation between the parties is formed and maintained, how 
mediums sized manufacturing companies can benefit from this and what measures can be 
taken to increase these benefits.  
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Appendix 1 – Interview Guide  
____________________________________________________________________________________________________________________________________________  
The following interview guide was used as reference for the interviews with the respondents 

at Alimak Hek, Wipro Infrastructure Engineering and company X, Y and Z. 

____________________________________________________________________________________________________________________________________________  

 
Generell Information 

 
Namn 
Position 
Arbetsuppgifter 
Utbildning  
Om företaget- vad är ert affärskoncept? 
 

Leverantörsrelationer 
 

Outsourcing 

• Vilka områden outsourcar ni? Av vilken/vilka anledningar? 
• För och nackdelear med detta?  
• Finns det fler områden som skulle kunna tänkas för outsouring? 

  
Leverantörer 

• Ungefär hur många underleverantörer har företaget? 
• Försöker ni aktivt minska detta antal? 
• Hur har antalet underleverantörer förändrats genom åren? Varför? 
• Vinns det vissa nyckelleverantörer? Har antalet förändrats genom åren? 
• Använder ni er av kategorier för leverantörerna Vilka är de mest intressanta 

leverantörerna? Varför? 
• Vad har ni för sorts relationer till era underlevarantörer- skiljer sig relationerna 

mellan olika leverantörer?  
 
• Riskspridning- Finns det uppenbara risker? 
• Utveckling- neddragningar på antalet leverantörer?  
• Uppföljning och kontroll? Kvalitets verifiering? (mot leverantör och/eller produkt?) 

Dokumentering av prestationer? 
• Val av leverantörer? Kriterier för urval?  
• Finns det något system etablerat inom organisationen för att välja rätt och effektivt? 
• Finns det en strategisk aspekt i valet av leverantör  

• Byte av leverantör- finns det investeringar gjorda från företagets sida som är 
leverantörspecifika  
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Samverkan 

• Samarbetar ni med andra företag/ organisationer om inköp? 
• Finns det ett samarbete om inköp inom företaget? 
• Hur fungerar i så fall samarbetet? 
• Hur underlättas och underhålls detta samarbete? (med t.ex. formella 

sammankomster såsom möten eller informella nätverk) 
• I vilken utsträckning delar ni med er av information till leverantören och i vilken 

utsträckning tillgodoser ni er med information från denne?  
• Anser du att det finns incitament för leverantören att förbättras 

 

 

Integration 
 

Inköpsorganisationen 

• Hur är inköpsorganisationen utformad? 
• Finns det en länk/kommunikation mellan inköp, FoU och production? 
• Hur kommuniseras det mellan enheter? Hur kommuniseras inköpsstrategin inom 

organisationen? 
 

Information 

• Finns det ett kommunikationssystem för kommunikation mellan enheter? 
• Hur understöds inköpsaktiviteter och processer av interna IT system?  

 

Strategi 

• Finns det någon sammankoppling mellan mellan företagsstrategi, finansiell styrning 
och inköpsstrategi (urval av leverantörer, avtal, och riktlinjer)?  

• Hur ser inköpsstrategin ut på kort och lång sikt? (mål och avsikter med 
inköpsstrategin) 

• Hur fungerar samarbetet mellan inom olika avdelningar (ex. FoU, ekonomi och 
produktion) 

• I vilken utsträckning beaktas finansiella aspekter vid inköp? Skiljer sig detta beroende 
på diverse faktorer?  

• Vad anser du behövs för riktlinjer i inköpssammanhang för att företagsstrategin 
bättre skall uppnås? 

• Vad finns det för incitament i företaget för att efterleva inköpsstrategin? 
• Anser du att inköpsstrategin/processen baseras på ett marknadsperspektiv? På vilket 

sätt? 
• Vilka för och nackdelara anser du finns i inköpsprocessen med beaktning av den valda 

inköpsstrategin? 
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Inköpsprocessen 
 

• Hur ser beslutsprocessen ut vid inköpsavdelningen? Hur skiljer sig denna för olika 
typer av köp (nytt köp, återköp, kostnad, strategisk betydelse av produkt, 
risk/komplexitet etc) 

• Hur ter sig detta schematiskt? 
• Hur ser beslutsgången vi inköp ut? Vilka beslutsnivåer har ni (strategisk, taktisk, 

operativ) Vad är det som avgör var inköpsbeslutet tas? 
• Finns det centrala ramar? Hur efterlevs dessa? (Till vilken grad är inköp 

centraliserat/decentraliserat)  
• Vilka typer av inköp har ni?  
• Har ni globala inköp? Hur organiseras dessa? 
• Hur ser kvalitetskontrollen ut vid globala inköp? Skiljer den sig från andra inköp? 
• Påverkar den ökade globaliseringen inköpsstrategin och hur ni köper in?  
• Hur ser ert ordersystem ut?  
• Hur går en beställning till internt?  
• Har ni flera leverantörer för samma produkt? Hur påverkas inköpsstrategin av detta? 
• Vilka är motiven bakom inköpsprocessen?  
• Hur tillgodoser ni dessa? 
• Utvärderar ni inköpsprocessen eller mäter processeffektivitet på något sätt? Hur och 

hur ofta?  
• Arbetar ni aktivt med att försöka förbättra inköpsprocessen? Vilka delar? Hur? 

 
 

Framtidensperspektiv och Utmaningar 
 

• Tycker du att det går att se en trend inför framtiden gällande inköpstrategi och 
process? 

• Hur tror du att inköpsstrategin kommer att förändras?  
• Finns det incitament till utveckling/ förbättringar av processen? 
• Vad anser du utgör framgångsfaktorer i inköpsprocessen? 
• Var tror du att det går att erhålla mest konkurrensfördelar genom förändring i 

inköpsrelaterade frågor framöver  
• Vilka typer av inköp tror du är viktiga i framtiden? 
• På vilket sätt skulle utvärdering och uppföljning kunna förbättras för att effektivisera 

inköpsfunktionen? 
• Andra möjligheter till förbättring?  
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Appendix 2 – Interview Guide (English version) 
______________________________________________________________________________________________________________________________________________________  
This section features the same interview guide as above with the difference of being 

translated into English. The interview was held in Swedish, as all the respondents where 

native Swedish speakers, but as some readers of this thesis might not be Swedish speakers 

the interview guided has here been replicated in an English version.  

______________________________________________________________________________________________________________________________________________________  

 
General information 

 
Name 
Position 
Job description 
Education 
About the company- What is the business concept? 
 
 

Supplier relations 
 

Outsourcing 

• What areas are you outsourcing and for what reasons? 
• What are the advantages and disadvantages with this?  
• Are there more areas that could be considered for outsourcing? 

  
Suppliers 

• Approximately how many suppliers do you company have?  
• Are you actively trying to decrease this number?  
• How has the number of suppliers in use changed over the years? Why?  
• Are there certain key suppliers? Has this number changed over the years?  
• Are you categorizing the suppliers in any way? Which are the most interesting 

suppliers? Why?  
• What kind of relationships do you have with your suppliers? Do you have different 

kinds of relations with different suppliers? 
 

• Risk diversification- Are there apparent risks? 
• Development- lowering the number of suppliers?  
• Follow-ups and control? Verification of quality? (of supplier or product) 

Documentation of performances? 
• Choice of suppliers? Selection criteria?  

• Is there any system established in the organization for choosing the right suppliers 
and doing so in an efficient way?  

• Is there a strategic aspect in the choice of supplier?  
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• Switching suppliers- are there investments that the company has made that are 
specific to that particular supplier?  

 
 

Cooperation 

• Are you cooperating with any other companies or organizations regarding 
purchasing? 

• Does the company cooperate in any way regarding purchasing? How is that 
collaboration in that case functioning?  

• How is this collaboration maintained and eased? (with for example formal gatherings 
such as meetings or informal networks) 

• To what extent are you sharing information with suppliers and to what extent are 
they providing you with information? (regarding cost structures, break even etc. ) 

• Do you think that there are incentives for your suppliers to improve? 

 

 

Integration 
 

The purchasing function 

• How is the purchasing function structured? 
• Is there communication between purchasing, research and development (R&D) and 

production?  
• How do departments and functions communicate in the organization? How is the 

purchasing strategy communicated? 
 

Information 

• Is there a communications system in place for communication between functions? 
• In which way do internal IT systems support purchasing activities and processes?  

 

Strategy 

• Are there any linkages between company strategy, financial control and purchasing 
strategy (choice of suppliers, contracts and guidelines) ?  

• What is your short term and long term purchasing strategy? (objectives and 
intentions with the purchasing strategy) 

• How is cooperation between different units functioning? How can the way of 
cooperation be linked with the overall purchasing strategy? 

• To what extent do you take financial aspects into account? What are the financial 
aspects associated with your purchases? Can the financial aspects differ (according to 
product, internal or external circumstances) 

• What kind of purchasing guidelines do you think are needed to reach company goals 
and to better link the purchasing strategy to the overall company strategy?  

• What kind of incentives exists for following the purchasing plan, recommendations 
and the purchasing strategy? 
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• Do you consider the purchasing strategy to be based on a market (consumer and 
competitor) perspective? In what way? 

• Taking the purchasing strategy into account, what are the advantages and 
disadvantages with the current purchasing process?  

 
 

The purchasing process 
 

• How are purchasing decisions made (what is the decision process)? How does the 
decision making process differ depending on different purchases? (new buy, rebuy, 
cost, strategic importance/complexity of the product etc.)  Are there other reasons 
why this process may differ? 
 

• How does the purchasing process look schematically?  
• What are the levels for purchasing decisions (strategic, tactical, operational) What is 

it that determines where in the organization, or at what level, the purchasing 
decision is made? (large or small purchases, cost, strategic importance of the product 
etc) 

• Are there central guidelines for purchasing? How are these guidelines followed and 
implemented? (To what extent is purchasing centralized/decentralized) 

• What are the different types of purchases (catalogue based, bidding, contract etc)   
• Do you purchase globally? How are these purchases organized? 
• How do you manage quality control when purchasing globally? Does the control of 

globally purchased goods and suppliers differ from the control of other goods and 
suppliers? 

• Does globalization influence your purchasing strategy, what you purchase and how 
you choose to manage purchasing?  

• What kind of ordering system do you have?  
• How is ordering done within the organization (who initiates the order, who contacts 

the supplier, who receives the product/component and how is it distributed? Who 
manages the quality control and evaluation etc)  

• Do you have more than one supplier for the same product/component? In what way 
does this affect the purchasing strategy? 

• What are the motives behind the purchasing process? 
• How are you working to meet these motives? 
• Are you evaluating the purchasing process or measuring process efficiency in any 

way? How and how often?  
• Are you actively trying to improve the purchasing process? What parts? How? 
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Future challenges, trends and strategies 
 
• Can you today see any trends for the future regarding purchasing strategy and 

processes? 
• In what way do you think that your purchasing strategy will change? Is the influence 

of financial aspects on the purchasing strategy going to change? In what way? The 
number of suppliers? 

• Are there incitements for advancing/improving purchasing processes? 
• What do you think are success factors in the purchasing process? 
• In what areas do you think it will be possible to obtain competitive advantages 

through improvement of purchasing related processes and functions in the future? 
(outsourcing, global purchases, increased cooperation with suppliers etc.) 

• What types of purchases do you think will be important in the future? 
• In what way can evaluation and follow-ups be improved for increasing purchasing 

effectiveness?  
• Other possibilities for improvements? 
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Appendix 3–Company Descriptions  

______________________________________________________________________________________________________________________________________________________  
In the following, some short fundamental facts about each company that is included in the 

study will be presented. The purpose of this is to give the reader an overview of the company 

and a sense of their activities and products.   

______________________________________________________________________________________________________________________________________________________  

 
The following information about the case companies has been gathered trough company 
web pages, interviews and public material.   

 

Alimak Hek 

Alimak Hek provides vertical access solutions accompanied by service and other support for 
customers in construction and other industries. Alimak is the world leading provider of 
cogwheel elevators for construction and industry. In three product lines, product lines, 
Alimak, Champion, and Hek, the Alimak Hek group also provides construction hoists, mast 
climbing work platforms, transport platforms, material hoists, industrial lifts and 
underground equipment for both temporary and permanent installations. The main office of 
the Alimak group is based in Stockholm but the major parts of operations are based in 
Skellefteå. The turnover for the Alimak Hek Group was for 2007 796 million SEK. The Alimak 
Hek Group is owned by Triton, who is an independent European private equity investor.151  

 

 

Wipro Infrastructure Engineering  

Wipro Infrastructure Engineering develops, manufactures and markets custom made 
hydraulic cylinders solutions for mobile applications. Since September 2006, Wipro 
Infrastructure Engineering, previously Hydrauto, is fully owned by the Wipro group which is 
an Indian actor within the area of hydraulic cylinders and associative services.152   
 
The business concept is to market, develop and manufacture customized hydraulic cylinder 
concepts for mobile applications such as mobile cranes, excavators, lorries and dumpers. 
Wipro is since 2005, divided into two business areas: Cylinders and Telescopic. The Cylinders 
business area includes five production units whereas one of these units is the Wipro Medium 
Cylinders in Skellefteå,. The turnover of Hydrauto, now Wipro Infrastructure Engineering, 
was in 2005 337,5 MSEK.  
 
 

 

 

 

 

 

                                                 
151 http://www.alimakhek.com 2008-02-04 22:00 
152 http://www.hydrauto.se, 2008-02-04 21:15 
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Company X 

 

Company X is an industrial manufacturer based in Skellefteå that belongs to a bigger 
international cooperation. The annual turnover of this company was just over 220 million 
SEK in 2007. No further information will be given about this company as they have requested 
to remain anonymous in the study. Any additional information available about the company 
is rendered in chapter five.   

 

 

Company Y 

 

Company X is a company that specializes in development and manufacturing of technically 
advanced products. The main parts of the company is situated in Skellefteå whereas other 
parts of the business while other parts are located elsewhere in Sweden. Development, 
manufacturing and product care is managed in Skellefteå. For the financial year of 2007, 
Company Y had a turnover of over 156 million SEK. No further information will be given 
about this company as they have requested to remain anonymous in the study. Any 
additional information available about the company is rendered in chapter five.    
 
 

Company Z  

 

Company X is an industrial manufacturer based in Skellefteå and is owned by an 
international cooperation. The company's annual turnover in 2006 was just above 20 million 
euro. No further information will be given about this company as they have requested to 
remain anonymous in the study. Any additional information available about the company is 
rendered in chapter five.    
 
 
 

 
 
 
 
 

 
 

  


