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Procurement performance is seen as a difficult topic to measure as it is seen as a multilevel
dimension with varying definitions. Cost and price related factors are seen as the common
factors with procurement performance in public and private sector procurements. In the
thesis we proceeded to find commonalities in Finnish procurement units and the differences
between the sectors.

This thesis was done in the form of a quantitative research with the help of a multiple-choice
questionnaire concluding on 114 different factors divided into segments of: “Defining
factors”, “Influencing factors” and “Tools of performance”. The questionnaire was answered
by 22 anonymous procurement professionals from the public and private sector.

The results of the research showed that the procurement performance is highly defined by
the cost-related factors accompanied by the factors relating to the delivery. Influencing
factors were seen to be in relation to the competence and experience of the staff, and the
easy-to-follow procurement instructions, procedures and plans accompanied with
information flow among parties. The differences between the sectors were seen on the
private sectors emphasis on the supplier relationship and supplier-related factors, and the
mission of the enterprise. Private sector performance was seen to be greatly affected by the
presented sector.
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Hankinnan tehokkuuden mittaaminen nahddén haastavana ja moniuloitteisena tekijéna,
joka madritellaan yksittaisen hankinnan tavoitteiden mukaisesti. Kustannuksiin liittyvat
tekijat voidaan nahda yleisen& hankintatoimen mittariston kuvaajana, niin yksityisessa,
kuin julkisessa hankintatoimessa. Tydssa pyrittiin selvittdmaan yhtendisyyksia
Suomalaisissa hankintayksikoissa ja eroja tehokkuudessa edustetun sektorin mukaisesti.

Ty0ta varten muodostettiin kirjallisuuteen, tutkimuksiin ja lainsaadantéon pohjautuva
kvantitatiivinen tutkimus, jonka data-analyysi pohjautui 114:sta tekijastd rakennetulla
kyselypohjalla. Tekijit jaettiin kolmeen eri paddsegmenttiin, jotka olivat: ”Hankinnan
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”Hankinnan tehokkuuden tyokalut”. Kyselyyn vastasivat yksityisyyden suojaamana 22 eri
hankinta-alan ammattilasita, jotka edustivat yksityista tai julkista sektoria omasta
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Tutkimuksen tuloksena olivat ennustetusti tehokkuuden korostunut méérittely
hankinnoissa muodostetuilla saastoilla ja toimitukseen keskittyvilla mittareilla.
Vaikuttaviksi tekijoiksi hankintatoimen tehokkuudelle korostuivat henkildston osaaminen
ja kokemus. Hankintasuunnitelman ja -toimen yhteisen linjan helppo seuranta ja onnistunut
tiedonjako néhtiin yhteisend tekijana hankintayksikoiden vélilla. Sektorit erosivat
toisistaan yksityisen sektorin korostaessa toimittajan ja toimittajsuhteiden ja yrityksen
tavoitteellisuutta hankintojen tehokkuudessa. Julkisen sektorin ndhtiin korostavan
edustetun sektorin merkitystd hankinnan tehokkuuteen vaikuttavana tekijana.
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1. Introduction

In this thesis we proceed to investigate the indicators of procurement performance in Finnish
procurement units. Procurement performance is seen to be a difficult topic as they are
difficult to measure on cohesive metrics. Shiundu & Rotich (2014) write that evaluation or
measuring the procurement performance has always been a problem for procurement
professionals as traditionally firms, concentrate on analysing their own internal trends, rather
than comparing actions to other enterprises. The common factor that has been seen to be

valuated with greatest impact is the monetary value of the procurement.

Public procurement can be seen to be heavily regulated with multiple different parts of the
governmental and local law influencing the procurement process. Regulated procurement
process can be seen to be lengthy with the satisfactory performance metrics of European
Commission (2023) for the public procurement being under 120 days and being mandated
with the national procurement legislation (JHNY, 2024). These factors could counter
argument for the efficiency of the public sector. Regardless of given limitations the
intention of public procurement is to award tenders with the options of: “The most
economically advantageous”, or “with the lowest price” (Ministry of Economic Affairs and
Employment, 2024). Same values can be adapted to the private procurement with the
implication of achieving the greatest economic advantage and the procurement being seen

as the most advantageous accorded to the organization’s values.

As the main differences between the sectors revolve around basis of the organization with
the private sector seeking to answer the markets demand, and the public sectors basis to
serve the customer further implicating on the sought differences in funding of the private
and public sector. With these premises for the study, we investigate the commonalities and
differences between the two sectors and the overall Finnish market, with defining factors,

influencing factors and the tools of the procurement performance.



1.1. Background

Procurement performance is an important topic to be under continuous analysis as it doesn’t
own certain metrics to define the performance of the procurement unit. As procurement
performance involves different types of subdivisions that are directly related to the
enterprise’s own objectives and measures of success, at the end the enterprises are self-
evaluating on their level of success in procurement. As procurement performance involves
the thematic of continuous improvement in achieving better results in procurement, we can
investigate the actions and ideology behind the terminology of procurement performance.
Better results are self-determined, but a common factor can be seen as the improvement in

time-saved, total-cost-efficiency, and the ensuring the enterprises core values.

The Finnish public procurement can be viewed as a process of significant consideration with
procurements being highly mandated and owning limitations in the taken actions in the
process. The basis of these regulations is to achieve an even playing field between the
suppliers and to achieve a greater and more efficient way of using public funds by achieving
the most economically advantageous tender or the lowest price. It has also been stated that
Finnish public procurement has done well in the European commission’s (2023) evaluation
in in effectivity and functionality of procedures. (Ministry of Economic Affairs and
Employment of Finland, 2024).

This research is done with the intention of stating and ensuring the commonalities in the
metrics of procurement performance in the Finnish market. The found metrics could be
further adapted to evaluating the state of the organization to the overall state of market and
procurement. In addition, what comes to the results of this thesis we seek to find
understanding if these metrics can be indicated with differences in public and private
procurement performance. Regardless of the type of the purchasing organization, they are
performing same actions with the same intention of fulfilling the required need. The
differences between the two sectors of procurement should be seen as ideas to consider for

the improvement of own procurement actions.



1.2. Conceptual Framework

The conceptual framework seen on Figure 1 consists of two main topics: The “Procurement
Performance”, and the “Individual factors” influence on procurement performance. With the
questionnaire we seek to find commonalities to have a descriptor for the Finnish procurement
performance and the individual factors that have the most significant effect on the
procurement performance. These results are further divided between the sectors of public
and private procurement units to find significantly differentiating answers on the two main
topics. With units stated occupation we can further investigate and analyse on the most noted
descriptors of practices and common factors. The topic of public procurement unit is further
analysed on the sector of legal mandates resolving in limitations and precise measures of
performing. The noted topic of private procurement units is connected to the public
procurement units as we try to seek and investigate the lack of these previously mentioned

limitations of mandates to the procurement performance.

Possibilities Beyond Public
H Procurement H

Private Procurement Observations
Ve Unit Performance
Metrics lﬂ
Individual Factors @ T
|
S AN Procurement Performance Comlmonalltles. and
S and Influences on Finnish Goals of the sector Differences in
= Market Procurement units
E Vs T
Procurement
Performance Public Procurement unit |:j ]
\ Performance Metrics Observations

! Legalisation and Mandates |
on Public Procurement

Figure 1 Conceptual Framework



1.3. Limitations

The limitations of this thesis are based on three main topics: the chosen research
methodology, the multidimensional aspect of the perceived value of procurement

performance, and the area and industry-based topics.

The answers are brought up on self-reflective point of view of the personnel on the
enterprise’s actions disregarding the concrete data on the procurement as procurements vary
from variables like the size of the order, the represented size of the enterprise, and the goals
for the procurement. The enterprises of this research are chosen regardless of the presented
enterprise, industry or background, only with the commonality of factor of indicating a
position in a Finnish public or private procurement unit. As all the participants vary from
size, regional and global status, and the represented market, answers will be preserved with

the same values

Procurement and the performance of the procurement unit cannot be solely based off
numerical factors of the enterprise as different actions are more or less important for the
enterprise with substantially different economic and social value. With acknowledge of this
information we must be conscious of the differences in the nature of the procurement and
the procurement unit. The substantial value is self-valued in the enterprise in the enterprise

and the total impact of procurement might not be seen in the immediate moment.

Limitations of this paper conclude on the research being from a singular nation's
procurement performance, regardless of the possibility in overseas procurement. This
research cannot be interpreted with the expectation of same results on a differing market,
different nation or a different point of time. Regardless, methodology and theoretical
background are a combination of previous research, so it can be adapted towards further

research.
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1.4. Research questions

Main question of the thesis: “Which factors can be seen as the common indicators for
Finnish procurement performance” concludes the basis of this research with the intention
on understanding the Finnish procurement unit’s perception and formed overview of the
procurement performance. With this question we seek a commonality in factors of

procurement performance that can be linked to Finnish procurement units.

First sub-question: “Which individual factors can be seen to have a significant influence in
procurement performance?” plays an important role in the overall research as the individual
factors are the defining factors on the overall insight of the procurement performance within
the procurement units. As the individual factors include actions and thematic within the
enterprise, we can understand the participants insight on achieving efficiency in actions of

procurement

Second sub-question “What tools of performance are seen to be most significant for the
Finnish procurement units?” resolves around the ensuring of the used tools of the
procurement units. The use of the tools in procurement units might differ between the
enterprises, with differing levels of significance and use that can create a discrepancy of

interest due to the efficiency and use.

Third sub-question “How do the answers differ with the presented sector of procurement
unit (public/private)?” plays an important role in understanding the thematic differences in
procurement units on the private and public sectors. As the sectors significantly differ in the
Finnish market, we can understand the perceived differences due to the presented sector.
This sub-question involves the set-out perception resolving around the gained answers on
procurement performance and the individual factors influencing the procurement

performance.
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1.5. Definitions/Key concepts

Procurement/Procurement process: In this thesis we describe procurement and the
procurement process as the actions dealing with the broader view on the organizations
purchasing process. Dominick & Soheila (2022) describe procurement next to sales to being
one of the most impactful for the organizations bottom line. Caldwell & Bakker (2012)
describe the procurement process with a movement of goods and services from the supplier
to the customer. With this definition, the procurement process lists all the activities of the

represented organization from the first supplier to the end consumer.

Procurement unit: In “the act on Public Procurement and Concession contract” 1397/2016
(Ministry of Economic Affairs and Employment of Finland, 2016), the contracting unit is
defined as:” authorities of central and local government and joint municipal authorities; the
Evangelical-Lutheran and Orthodox churches of Finland and their parishes and other
authorities; State commercial institutions; institutions of public law character”. The act also
concludes on adding factors of public procurement with further definitions on enterprises
that are supported, regulated or administrated by previously mentioned entities. In this thesis
we use the term “procurement unit”, for public and private entities and their recognized

department that is directly linked with procurement.

Procurement performance: Shiundu & Rotich (2014) write that evaluating or measuring
the procurement performance has always been a problem for procurement professionals as
traditionally firms, concentrate on analysing their own trends, rather than comparing actions
to other enterprises. Kakwezi & Nyeko (2019) list the procurement performance to be
consisting of financial and non-financial measures that ensure a collective view on the ways
of measuring procurement performance. Additional suggestions from the researchers’
respondents were the “Time taken to complete procurement procedures”, “Information flow
among parties”, “The level of competition to attain value for money”, and “The durability
of what is purchased. b) Cost analysis of every transaction”. Kakwezi & Nyeko (2019) in
their research present the procurement performance to be a combination of the efficiency
and effectiveness of the procurement. Efficiency including the factors of personnel,
management and information system usage towards the procurement, and the effectiveness
including the financial metrics as price, quality and supplier delivery reliability. In this thesis

we have further categorized the information from the previous research into six defining
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categories of procurement. These categories are “Innovation and learning”, “Customer
value”, “Supplier value”, “IT-systems”, “Financial measures”, and ‘“Purchasing
organizational dimension”. With these determinants of procurement performance, we
proceed to further investigate the importance of these metrics in procurement performance
on the Finnish market.
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2. Literature review

The purpose of this literature review is to acknowledge and bring up the previous research
on procurement performance and the literature attached to the concept of procurement

performance and the influencing factors connected to the subject.

2.1. Background of the literature review on procurement performance and the

differences between sectors

The most common way of investigating procurement performance is done with a singular
Case study of the enterprise. The sector of the investigated enterprise is usually implied in
the headline of the study, if the participating enterprise is representing the public sector. The
study is most performed with the mix of quantitative and qualitative measures with
interviewing different personnel of the enterprise and forming factors of measurement from
the answers. The underlying of important and non-important factors is determined with
multiple rounds of questionnaire with concurring reforming and eliminating of factors
between rounds. When investigating the research of the procurement performance,
effectiveness, or efficiency the topics of the study are most commonly private sector

procuring units in the healthcare sector.

The private and public sector are not under comparison with the topics of research. The
research of different articles and blogposts most commonly compare the two with the
background and intention of the organizations rather than measurable analysis on the
procurement. Research of procurement with the indication of public and private commonly
associates with the public-private partnerships of the two sector organizations but are left

out of this thesis due to the lack of relevance on finding common factors for performance.

When concluding on the number of research found on the main database for this thesis;
“Procurement performance” linked to 377 different sources, ‘“Procurement efficiency” to
306 sources, “Procurement effectiveness” to 73 sources. When searching with the topic of
“Public procurement performance” 35 sources emerged with the research focusing on

different points of the procurement performance or the sector with for example, assessing:



14

efficiency, compliance, contract management, green performance improvement, and
decision speed. None of the defined searches for the sentences of: “Private procurement
performance”, “Private procurement efficiency”, or the “Private procurement efficiency”
brought up any results within the database. This implies that the private procurement
research is not commonly defined with the sector. The studies of private procuring units’
performance is for example assessed with factors of: sustainability, process risk, early
supplier involvement, and transaction cost. Overall, the subjects of the studies are not in

cohesion between each other, or the presented sector.

2.2. Statistics-based research on procurement performance

The single-market scoreboard of European Commission (2023) works as an example for the
statistics-based research of procurement performance in the public sector. The performance
indicators are used to measure key issues on public procurement performance in a way that
IS prominent in comparison between EU-nations public procurement. The research consists
of 12 different indicators of public procurement performance that are measured with
individual for each of the indicators. The indicators of the research are: Single bidder, Direct
awards, publication value by GDP, Joint procurement, Award criteria based on price alone,
Decision speed, Contracts with SME participation, SME bids, Procedures divided into lots,
Missing previous publication number, Missing supplier registration number, and Missing
buyer registration number. European Commission (2023) adds that the performance
indicators provide only the partial view of the procurement performance within the nations
but provides useful information regardless. The limited results are presented in the Figure 2.
The Green marking presented indicates satisfactory performance, yellow average
performance, and red unsatisfactory performance This research shows that Finnish
procurement performance with these is far more stable and advanced rather with green

marking on 7 indicators, yellow marking on 4 indicators, and a single indicator on the red.



15

Perf. Ind. AT BE BG CY CZ DE DK EE EL ES FR HR HU

Indicator 1 .-. 16 ....-
Indicator 2 7 .--. ..-
Indicator 3 48 37 . .. . 33 43
nacaor (60116 (ISR s 7| BN
Indicator 5 ..-...-.-
nacators @7 (110, (100 28 o0 51 |70 52 282
Indicator 7 57 .--.. 52 . 51
Indicator 8

Indicator 9 25 30 37 30

oy

oo B 0 o WIEBIEE
voco2 [Elle] o 1|2 [smliE o 8]

Figure 2 Single market scoreboard with added highlight on Finland’s scores European Commission (2023)

Kumar & Ozdamar (2005) in their research: “Procurement performance measurement
system in the health care industry” proposed a balanced scorecard with a set of generic
measures and perspectives. These metrics that were seen to be able to provide better
management model for the hospital were the perspectives of: customer; supplier; process;
IT system; learning; and growth. These generic measures were further adapted to research
on 20 factors for example, involving formulas like: the percentage of line items on backorder
to total line items, effectiveness of delivery time, requisition completion rate, efficiency of
IT system, training utilization rate, and the effectiveness of policies/projects/procedures.
These metrics were adapted to a case company with the measuring being carried out
monthly, quarterly and yearly.

2.3. Substantial evaluation of procurement performance

Darom & Plant (2023) in their research “The development of a performance measurement
system for indirect procurement: a Delphi Study” address the presented gap in knowledge

of indirect procurement performance management with a balanced scorecard (BSC) in the
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development of a performance measurement system. This study takes place in the Middle
Eastern university’s procurement division. In the study the researchers presented previously
used key performance indicators of the procurement performance and reformed them
towards their case of investigating indirect procurement. The reconstruction of their
adaptation of previous literature formed into four different categories of: Financial, Internal
Business, Customer, and Innovation and Learning, with 29 key performance indicators for
measuring the performance of contracting. All the indicators were further formed into a
questionnaire with a one-to-five Likert scale (1 = not important, to 5 = extremely important.
To conclude, the research showed that the most notable KPIs for measuring internal
performance of an indirect procurement division was the traditional financial factor of cost
savings and the non-financial factors of internal customer satisfaction %, cycle time,
effectiveness of procurement plans, reliability of cycle time, and the effective reflection of
customer requirements into contracts with scores averaging over 4 points in the scale of 1-5

on the study.

The research of Kakwezi & Nyeko (2019) considers the topic of measuring procurement
performance with the basis on financial and non-financial measures. Results showed that
purchasing performance could equally be measured using both financial and non-financial
measures, with the research gaining mean difference between the answers of 0,015 on a
Likert scale of 1-5. Researchers also add that the entities should ensure maximizing
purchasing efficiency and effectiveness with the loss of professional turnover with
establishing clear roles and procedures within procurement processes. Ensuring value for
money, continuous improvement should be sought with the maintenance of structure and

cost avoiding.

Procurement performance can be measured with the analysis on the purchasing efficiency
and the purchasing effectiveness. This division of procurement performance to efficiency
and effectiveness is based on the theoretical frameworks of Van Weele, who in various
editions of his book “Purchasing and Supply Chain Management” has presented a form of
measuring the performance through these two factors. Purchasing effectiveness is divided
into three further key areas of: purchasing materials costs/prices, product/quality, and the
purchasing logistics. Purchasing efficiency has been further directed into purchasing

organizations that are further divided into four different key areas. In combination the
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framework of key areas of purchasing performance measurement is divided into 11 sub-
categories. (Van Weele, 2014)

2.4.The research on the effects of independent variables on the procurement

performance

The research of Kiage (2013) “Factors Affecting Procurement Performance: A Case of
Ministry of Energy “investigates the factors influencing the procurement performance in
public institutions in Kenya. The study was conducted with the independent variables of
Procurement planning, Resources allocation, Staff competency, and Contracts management.
The variables are further distributed to 12 different actions and points that contribute to their
presented variable. Procurement performance in the study was described with the factors of
procurement efficiency and effectiveness. The research was set out with a questionnaire on
the mentioned variables to the personnel of the Kenyan Ministry of energy. From their
questionnaire they found out that the four independent variables of the study contributed to
87,5% to the procurement performance to at the Ministry of energy, with the most
importance being credited to the Procurement planning with the interpretation of positive
impact of 61% and an unit increase of a 26,9% of variations of and the Contract management
with a score of 71% of the participants indicating positive impact with the unit increase of a
23,3%. Similar results as in the study of Kiage (2013) obtained the research of Okinyi &
Muturi (2016) in the paper: “Factors Affecting Efficiency of Procurement in Public
Institutions: A Case of Public Entities in Homabay County” with finding positive relation
with level of Professional Qualification, Information Communication, Contract

Management, and Procurement planning.
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3. Procurement unit

In this chapter, we conclude on the theories that can be related to the public and private
sector organizations in Finland. The chapters presented are include the motivational and

legal divisions between the private and public sector procuring units.

3.1. Intention of procurement between sectors

As this thesis revolves around the differences between the private and public sector, we must
understand the background of the intention for the existence of the organization. Arlbjgrn
and Freytrag (2012) mark the differences of the sectors to be built around the demands and
responsibilities. Demands consisting of the external demands, internal demands, context
demands, process demands, and multiple roles. These demands implying that the
organization is demanded to perform in a desired way guided by for example, the sector,
stakeholders, goals, rules, and the exemplary of the organization. The researchers define the
public procurement to being responsible to differ from the private procurement with the
intended end consumer to be users, rather than customers, that are identified by rights and
not segmentation. This can be seen to be with inflicting difference as with segmentation the
end consumer is more precise and prevalent for the organization’s actions. (Arlbjgrn and
Freytrag, 2012)

Alford & Greve (2017) present the intentions of the public and private sector to be defined
with differentiating factors. For the defining strategic factors in Figure 3 of private sector
being the “Market environment, “Organizational capabilities” and the “Products/markets”.
With these factors the researcher implies that the private organization consumer proceeds to
perform actions with the relation of their own capabilities and products to serve the market.
When serving the market demand, the environment will form itself in a way that it is able to
confine a profit margin and ensure its funding. The strategic factors of the public sector seen
in Figure 4 defined by Alford & Greve (2017) conclude on the value creation of the through
the purpose, mission, and goals of the public sector organization. This means that the value

is not based on the market demand, rather than governmental demand in fulfilling their goals
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with the given budget. The environment of the public sector organizations is described as an
“Authorising” environment, with implying that the organization works based on political
support and authority. To conclude, the differences between the sectors common goals can
be seen to be differing with the fact of private organizations performing actions to further
answer the demand of the market environment, to obtain profit in ensuring the condition of
subsistence. Public sector organizations on the other hand are given the limitation of budget,

that is set on the perceived demand.
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Figure 3 Strategic factors in the private sector, Alford & Greve (2017)
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3.2. Legal measures for procurement units in Finland

The Ministry of Finance is responsible for the management and development of central
government procurement activities (Ministry of Finance, 2015). In accordance with the State
budget act, the Ministry of Finance decides on organizing centralized competitive tendering
procedures for central government contracts. More detailed provisions concerning
centralized procurement are laid down in the Ministry of Finance Decision on joint
procurement in central government. The government’s centralized procurement is managed
by Hansel Ltd, the central purchasing body. Finnish public procurement works under two
main pillars of governmental power. This includes the ministry of labour and economy’s Act
on Public Procurement and the ministry of finance’s Local Government Act. (Ministry of

Finance, 2015)

As in the Act on Public Procurement in this document we determine the Public Procurement
Unit as the same as Contracting entities in the governmental document. In the Act on Public
Procurement the contracting entities referred are: “authorities of central and local
government and joint municipal authorities; the Evangelical—Lutheran and Orthodox
churches of Finland and their parishes and other authorities; State commercial institutions;
institutions of public law character; any party conducting a procurement when it has secured
the support in doing so of a contracting entity referred in the paragraphs 1-4 amounting to
more than half of the value of the procurement. (Ministry of Economic Affairs and
Employment, 2016)

Act on Public Procurement 1397/2016 is a 174-section document forming the mandates on
working in the field of public procurement. The introduced of aims for the document are to:
“enhance the efficiency in the use of public funds, promote high quality, innovative and
sustainable procurement, and safeguard equal opportunities for enterprises and other
corporations in providing goods, services and public work contracts in competitive tendering
in public procurement”. The document also includes factors that emphasize the equal
participating opportunities of suppliers with possibilities on framework agreements, joint
procurements and co-operation in competitive tendering for public procurement. Adequate
transparency and non-discriminative arranging of the procurement is mentioned as the third
basis for the public procurement. (Ministry of Economic Affairs and Employment of
Finland, 2016)
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4. Procurement performance

In this chapter, we seek to define and form categories of procurement performance with the
help of literature and research on the topic. Procurement performance in this thesis is seen
as a way of measuring the success of the procurement within the organization. In further
determination the procurement performance is a combination of eternally evolving
subcategories that work in cohesion to achieve enterprise determined objectives. The objects
of procurement performance are seen to be varying, so the presented factors form a vast and
ambiguous view on procurement performance. Procurement performance in this research is
discussed through defining factors, individual influencing factors and the tools and actions
of performance. This division, that works as the framework for the following data-analysis
Is presented in the Figure 5.

[ Purchasing performance J

Tools and Actions

Defining factors

Individual Factors

Tnnovat tion and Customer ) . Financial Purchasing . Organizational Resources Procurement Contracts Industry and
N Supplier Value IT-Systems organizational Staff o " .
Leaming Value Measures dimension Structure Allocation planning management Location

[ 6 Factors ] [ 6 Factors ][ 14 Factors ][ 4 Factors ][ 16 Factors ][ 13 Factors ] { 9 Factors ][ 4 Factors ] [ 3 Factors ][ 9 Factors ][ 9 Factors ][ 4 Factors ]

Figure 5 Framework for the purchasing performance categorization
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4.1. Efficiency & Effectiveness

Palmer and Torgerson (1999) divide the efficiency between the inputs and outputs of the
procurement. Inputs include the monetary value of costs in the form of labour, capital and
equipment. Outputs of the efficiency are concluded on the factors of desired change.
Measuring the outputs of the procurement process are difficult as situations and needs of a
single procurement greatly differ. The basis of procurement is to obtain the best possible
solution with the least cost. The best option can conclude on sole monetary and quality-based
factors, but they may include greater meaning on the regulatory and company value-based
factors. Effectiveness is defined by Van Weele (2014) as: “The extent to which, by choosing
a certain course of action, a previously established goal or standard is being met”. With
purchasing effectiveness measurement Van Weele (2014) adds that the most common

valuator of purchasing unit is the cost-effectiveness.

The purchasing performance is commonly viewed as the collection of factors accorded to
the purchasing effectiveness and efficiency presented in Figure 6. Van Weele (2014)
discusses the effectiveness through the materials cost and prices with the actions of cost
control and cost reduction. Product and quality are concluded under the same subcategory
consisting of the involvement purchasing’s involvement in product development and total
quality control. The final subcategory of the effectiveness is stated as the “Purchasing
logistics” with the actions of adequate requisitioning, inventory policy, and supplier delivery
reliability. Purchasing efficiency, by Van Weele consists of the purchasing organizations
factors including the factors of personnel, management, procedures, policies, and

information systems. (Van Weele, 2014)
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Figure 6 Key areas of purchasing performance measurement, Van Weele (2014)

Effectiveness and efficiency are seen as important topics for the main topic of procurement
performance in addition to the purchasing performance. With procurement performance we
conclude on the terminology of affecting factors of the procurement units’ factors that
exceed the limitations of sole purchasing performance. As Overvest (2024) concludes:
“Procurement performance is the process of ensuring that the products or services obtained

fulfil the requirements and expectations of the company”.
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4.2. Factors defining procurement performance

In the following chapter we categorize and define the different factors on defining
procurement performance in this thesis. As previously discussed, procurement performance
can be seen as a substantial subject with multiple definitions. With the quantitative nature of
the study, we proceed to provide the research with several factors to achieve a cohesive

description of the defining factors of the procurement performance. Factors, categories and

the collection of sources are presented in the Figure 7.

Investigated category

Factors of the category

Source for the factors

) . - Training utilization rate - Effectiveness of procedures Darom & Plant (2023),
Innovation and learning - Employee engagement index - Effectiveness of policies Kumar & Ozdamar (2005),
® - Effectiveness of department - Effectiveness of projects
2
- Cost per order by customer - Percentage of line items on backorder to B Dg ]ar]ﬂu:: i iﬁ::l(é%.l?)
Customer Value - Effective reflection of costomer total line items B };ﬁ“bﬂﬁy Kumar & Ozdamar (2003)
() requirements info contracts - Service level compared to other divisions customer query time Bm—hanaza.rdz & Tran (2012‘)

- Cost per order to suppliers

- Incoming inspection quality

- Quality of delivery
- Requisition completion rate

- Effectiveness of

Darom & Plant (2023),

Supplier Value - Delivery reliability control and assurance 5 delivery time Kumar & Ozdamar (2003),
14 - Early purchasing involvementin - Monitoring requisitioning - Solvability rate - Supply chain Van Weele (2014) :
design and development - Purchased materials cost conrol ~ ~  Stock take discrepancy costs
- Supplier evaluation
IT-Svyste - Effectiveness of IT-Systems - Effectiveness of processing time ghlil::z &&MR.:ZHQ (é?)ll?)
-oystems - Effectiveness of ordering time - Efficiency of IT-Systems - < 2
@) ” Kumar & Ozdamar (2005)
- % of annual contractual - Average € value of commitment - g“‘ paneﬁt . - Cost aw.'_mdance
. commitment growth per fiscal per contracting representatitve - Divisions annual operating cost - Cycle time Darom & Plant (2023),
ch‘?llﬁl\fem‘“ year - Budgetary controls - Managedspend - Purchasing audit Kakwezi & Nyeko (2019).
- % of competitive bidding vs - Cost accounting - Significant transactions per year- Purchasing ratios
- Profit centre - Vendor rating

sole source bidding - Cost savings

- Purchasing management quality - Ratio of completed contracts during the fiscal

- % of contractors that are evaluated Darom & Plant (2023),

. - Purchasing research rear to the number of staff
- - Clarity of d proced: - ¥
g org ) Ef;;&fmizc:;;:::mg::c p;:: - Purchasing staff - Training and motivation of purchasing staff Kumar & Ozdamar (2005)
(13) - Number of claims/contractual disputes ~ Pu(t_:.ha_s?ug system. al_:d procedures - Usability of procurement mr;ls 7 7 Van Weele (2014)
- Reliability of cycle time - Group purchasing organization participation rate

Figure 7 Defining factors of procurement performance with sources

The subject of “Innovation and learning” in procurement performance can be described
with the outcome of the procurement having internal advancement within the organization
and the procurement unit. Innovation and learning works as a main category for the subject
of the research in the paper of Darom & Plant (2023) and indirectly in the research of Kumar
& Ozdamar (2005) with the title of the category: “Learning and growth”. The category of
“Innovation and learning consists of six factors: “Effectiveness of department”,
“Effectiveness of policies”, Effectiveness of projects”, “Effectiveness of procedures”,

“Training utilization rate”, and the “Employee engagement index.

Factors of  “Effectiveness of and the  “Effectiveness of

department”
policies/projects/procedures” are factors presented in the overall perspective of procurement

performance within the research of Kumar & Ozdamar (2005) with the formulas of dividing
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the expenditure of department with the budget of department, and division of objective
meeting  policies/projects/procedures and the total saves acquired from the
policies/projects/procedures with the total number of policies/procedures/procedures. These

metrics present a numeric approach on the overall performance of the enterprise.

Kumar & Ozdamar (2005) also introduce factors of “Training utilization rate” and the
“Employee engagement index”. In their research these factors are set under the category of
learning and growth. These factors are presented with the intention of understanding the rate
in personnel rating. The research of Darom & Plant (2023) follows same lines with these
factors with the introduction of similar factors of “Number of suggestions implemented per
employee yearly” and “Money invested in employee training yearly”. Training utilization
rate in the research of Kumar & Ozdamar (2005) is measured with the number of training
places utilized divided by the number of planned trainings, employee engagement index is
measured with the number of participants in engagement survey divided by the number of
total number of employees in the department. As mentioned, in this thesis we won’t require
the conclusive data or the ensuring of the certain measures within the enterprise, these factors
in this thesis can be overall perceived value of the employee engagement and the utilization

of the training for the definitive factors of the enterprise.

In this study we determine the category of “Customer value” with similar insight that has
been mentioned in the study of Darom & Plant (2023) as “How do internal customers see
us?”. In addition to the definition of internal customers, we add the terminology of the
external customer to the equation with the definition of customers that purchase the products
or services from the organisation (Ahman & Allan, 2014). Customer value is defined as the
interpretation of the enterprise to the consumer. This includes the possible value creating
actions and subcategories that further define the procurement performance of the
procurement unit. Factors of the customer value in this thesis consist of “Cost per order by
customer”, “Effective reflection of customer requirements into contracts”, “Percentage of
line items on backorder to total line items”, “Service level compared to other divisions”,

“Flexibility”, and “The customer query time”.

Darom & Plant (2023) and Kumar & Ozdamar (2005) concluded on the customer value
factors including the “Customer query time”, “Service level compared to other divisions”
and the “Effective reflection of customer requirements into contracts”. Numeric measures

for customer value have been presented by Kumar & Ozdamar (2005) with the introduction
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of the factors of “Cost per order by customer” and “Percentage of line items on backorder to
total line items”. Cost per order as its measurable form provided in the research consists of
the division of the total expenditure of the department and the total number of purchase
orders. With similar fashion, the percentage of line items on backorder to total line items is
a division of the average number of items on back order per month and the total number of
line items. In this thesis the cost per order is used as a metric for describing customer value
and therefore indicating the effect of customer value to the procurement performance. The
percentage of line items on backorder to total line items indicates on the sufficiency of the
procurement unit in providing the orders for customers that further establishes on the
procurement effectiveness and efficiency.

Kakwezi & Nyeko (2019) presented the customer value with the “Level of customer
satisfaction”, “Safety of products”, and the: “Flexibility”. The customer satisfaction can be
seen as one of the most important metrics as it is used as a base value in various research in
addition to the mentioned. Ahmad & Allan (2014) describe customer satisfaction with the
combination of the image of the organization, customer expectation, perceived quality
leading to perceived value, that leads to customer satisfaction in the goal being the customer
loyalty. The term flexibility is seen as the way of adaptation for the procurement unit to
achieve better results and solve sudden problematics within the organization. Borhanazard
& Tran (2012) provide a definition for the sourcing flexibility with perspectives of: “the
capability of the focal firm to change the structure of its upstream supply chain”, and the
“ability of company’s suppliers to provide it with flexibility in three dimensions of delivery,
volume and product.” In this thesis we describe the flexibility as the capability of the
organization, procurement unit, and the personnel to adapt their actions to the occurring

situation that requires measures beyond the original assignment.

The category of “Supplier value” in this thesis is used as a category to determine the value
that is being created and revolved around the suppliers for the procurement unit. The
category is heavily included with the research mentioned, when discussing the external
implications of the procurement unit. Forming of the category is based on the category of
measurement of “Supplier” in the research of Kumar & Ozdamar (2005). The category of
“Supplier value” is formed with the factors of: “Cost per order to suppliers”, “Delivery
reliability”, “Early purchasing involvement in design and development”, “Incoming

inspection quality control and assurance”, “Monitoring requisitioning”, “Purchased
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materials cost control”, “Quality of delivery”, “Requisition completion rate”, “Solvability
rate”, “Stock take discrepancy”, “Supplier evaluation”, “Effectiveness of delivery time”, and

“Supply chain costs”.

Factors that were set in the research of Kumar & Ozdamar’s (2005) research in the category
of “Supplier” are the same metrics that are used as factors in this thesis with: “Quality of
delivery”, “Cost per order to suppliers”, “Effectiveness of delivery time”, and “Supplier
evaluation”. In their research, the factors were measured with their own significant formulas,
indicating the performance with a numeric value, in this thesis we focus on the perception
of the given values, without further indication of a significant value to achieve commonality
in perceived value between the participants. Factors that were also included in the research
of Kumar & Ozdamar (2005): the “Solvability rate”, “Stock take discrepancy”, “Requisition
completion rate”, follow the same line as the previously mentioned but were set under
different categorization. This redistribution of categories was seen proper in this paper, due
to the cohesion in topic with the factors. Factors of “Monitoring requisitioning”, and
“Delivery reliability” are presented by Van Weele (2014) with being key areas of the
purchasing logistics and supply. The subcategories of purchasing performance of Van Weele
also conclude the factors of: “Purchased materials cost control”, and “Purchased materials
cost reduction” in their subcategories of “Purchasing logistics”, and the factors of “Early
purchasing involvement in design and development”, and “Incoming inspection quality

control and assurance” in their subcategory of “Product/quality of purchased materials”.

Involving of the factors of “IT-Systems” in procurement units’ actions are based off the
research of Okinyi & Muturi (2016), Shiundu & Rotich (2014), and Kumar & Ozdamar
(2005). With the factors of IT-Systems we indicate on the performance being investigated
through the IT-systems of the organization and the procurement unit. The factors in the
presented category are: “Effectiveness of IT-Systems”, “Effectiveness of ordering time”,
“Effectiveness of processing time”, and “Efficiency of IT-systems”. The factors of ordering
time, and processing time are set under this category with the implication on basing these

subjects to the IT-systems of the enterprise.

“Financial measures” can be sought at with the question of: “How do we look to senior
management?” as presented in the study of Darom & Plant (2023). With this question we
can understand the basis of this category and the factors of procurement performance

introduced. These factors presented are the measures of financial performance of the
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procurement unit and the organization. The factors under the category of “Financial
measures” are the: “% of annual contractual commitment growth per fiscal year”, “% of
competitive bidding vs sole source bidding”, “Average € value of commitment per
contracting representative”, “Budgetary controls”, “Cost accounting”, “Cost savings”, “Cost
benefit”, “Divisions annual operating cost”, “Managed spend”, “Significant transactions per
year”, “Profit centre”, “Cost avoidance”, “Cycle time”, “Purchasing audit”, “Purchasing

ratios”, and “Vendor rating”.

Factors of investigating the operational costs of the procuring unit and the overall
profitability of the actions are the cost benefit/division’s operating cost, division’s annual
operating cost, and profit centre. The factors presented by Darom & Plant (2023) of “Cost
savings”, “Cost benefit”, “Cost avoidance”, “% of competitive bidding versus sole source
bidding”, “Average $ value of commitment per contracting representative / FY”, “Managed
spend per fiscal year ($)”, “Division’s operating cost (Annual)” were seen to exceed a mean
of 3 when questioned on the topic of Internal KPIs for measuring performance in the Likert
scale of 1-5 on the scale of importance. The factor “Number of transactions over €1M during
the fiscal year” presented in the study of Darom & Plant (2023) is reformed to a more
common term: “Significant transactions per year” with leaving room for the participant to
self-determine the size of significance. Rest of the factors in this category are: “Profit
centre”, “Purchasing audits”, “Purchasing ratios”, “Vendor rating”, “Budgetary controls”,
and “Cost accounting”. These factors were determined to be significant in the research of
Kakwezi & Nyeko (2019) with findings on the financial and non-financial metrics relation
to the performance of the procurement function. The answers achieved a mean of over 3

when evaluated with the Likert scale of 1-5 of 1- “Strongly disagree”, 5 — “Strongly agree”.

Within the category of “Purchasing organizational dimensions” as a category is set to
describe the factors that could be linked to the purchasing organization. In the research of
Van Weele (2014) a subcategory of “Purchasing organization” is formed as a definitive term
concluding on the procuring personnel, management, procedures and policies, and the
information systems. With this research we proceed to evaluate the effectiveness and
efficiency of the procurement unit through its resolving actions, as we have concluded on
these topics with differing categories previously mentioned. This category concludes on the
topics of evaluative behaviour, procurement planning to proceed actions, and the overall
actions of the purchasing organization to enhance to performance of the unit. Purchasing
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organizational dimensions consists of factors: “% of contractors that are evaluated”, “Clarity
of processes and procedures”, “Effectiveness of procurement plans”, “Number of
claims/contractual disputes”, “Purchasing management quality”, “Purchasing research”,
“Purchasing staff”, “Purchasing system and procedures”, “Reliability of cycle time”, “Ratio
of completed contracts during the fiscal year to the number of staff’, “Training and
motivation of purchasing staff”, “Usability of procurement tools”, and “Group purchasing

organization participation rate”.

The factors of “% of contractors that are evaluated” “Clarity of processes and procedures”,
“Effectiveness of procurement plans”, “Number of claims/contractual disputes”, “Reliability
of cycle time”, “Ratio of completed contracts during the fiscal year to the number of staff”,
and “Usability of procurement tools” are factors presented in the study of Darom & Plant
(2023), with achieving mean ratings of over 3.5 on the Likert-scale of importance with 3 =
“very important” when concluding on the subject of performance measurement. The metrics
in the study of Darom & Plant (2023) were formed based on previous literature,
managemental proposition, the mission and vision of the enterprise, and an excluded expert
panel, giving the factors further support. Factors of “Group purchasing organization
participation rate”, was presented within the research of Kumar & Ozdamar (2005) with the
measuring being indicated with the number of items under GPO divided with the total
number of items. The factors of “Purchasing management quality”, “Purchasing research”,
“Purchasing staff” and “Purchasing system and procedures” derive from the research of Van

Weele (2014) with forming the purchasing efficiency under these categories.

4.3. Influencing factors of procurement performance

In this chapter, we discuss on the individual factors and their influence on procurement
performance. With the individual factors we mean the factors that’s implications or changes
could be seen to influence the procurement unit’s performance. These individual factors in
this thesis are divided into six different categories: “Staff (competence)”, “Organizational
structure”, “Resources allocation”, “Procurement planning”, “Contracts management”, and
“Industry and location”. In combination the six presented categories of influencing
individual factors of procurement performance consist of 38 different factors presented in

the Figure 8.
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Investigated category Factors of the category Source and definition for the factors
- Relevance of skills - Dependability of staff Kakwezi & Nyeko (2019). Nzau & Njeru (2014)
- Experience on the field of - Training Shiundu & Rotich (2014), Darom & Plant (2023)
Staff (Competence) procurement - Employee engagement Okinyi & Muturi (2016),  Aviziens, Laprie &
©) - Safety of staff - Quality of serviee Kiage (2013), Randell (2004)
- Flexibility of staff - Knowledge of supply market
- Mission Nzau & Njeru (2014) Kaehler &
o - Public/Private enterprise Kakwezi & Nyeko (2019). Grundei, 2019
Organizational structure - Management Shiundu & Rotich (2014), Weisweiler &
) - Information flow among parties Olkany1 & Muturi (2016) Peus (2012)
- Adequacy of allocation of resources Kiage (2013)
Resources allocation - Budget reviews to cater for changes in economic environment
@A) - Tender award based on the resources availability and
confirmation
- Need identification - Supplier evaluation - Theuseof | Lummus, Vokurka & Alber (1998), Kiage (2013).
Pr t planni - Planmng 15 participatory - Quality management joint Olanyi & Muturi (2016), Kumar &
ocurement planmng - Adherence to procurement process . Supply chain planming  procurement| European Comission (2024), Ozdamar
[©)] - Timely procurements - Number of suppliers Nzau & Njeru (2014) (2005)
- Internal controls - Decision speed - Direct Kiage (2013), Shiundu & Rotich (2014)]
Contracts management - Com_ract_ timelines ) - Procedures divided into lots awards/ | Okinyi & Muturi (2016), European Comission
@ - Monitoring and evaluation of - Missing buyer/supplier/ previous Single (2024),
procedures publication registeration number  supplier
_ Industry Mandates Eu_n:_vpaan Cm.nissinn 2024y,
Industry and location - Location mandates M_lmstry of Finance (st),
) - Mandates on the type of organization public/private (121‘3101;)"3; of Economic Affairs and Employment
- G tition/lack of titi
ompetition/lack of competition Finnish Government (2023)

Figure 8 Influencing factors of procurement performance with sources

Staff and the competence of staff is seen significant within the research Okinyi & Muturi
(2016) with the implication of procurement performance of the unit being related to more
qualified and experienced staff being more efficient and competent. Nzau & Njeru (2014) in
their research define that competencies are an important intangible resource for the
enterprise with the lack of key staff competencies relating to negative consequences on the
competitiveness of the procurement unit. Kiage (2013) in their research on the Ministry of
Energy add that staff competency accounted for 20,1% of the variations in procurement
performance. The findings from the study of Shiundu & Rotich (2014) also support the use
of employee competence in procurement performance with achieving the significance in
increase of 1 % of employee competence resulting in 0,38% increase in procurement
performance. In this thesis the category of “Staff (competence)” is formed from nine
different factors of: “Training”, ‘“Relevance of skills”, “Experience on the field of
procurement”, “Safety of staff”, “Dependability of staff”, “Flexibility of staff”, “Employee

99 ¢¢

engagement” “Quality of service”, and “Knowledge of supply market”.

Three of the factors chosen for this category consider the staff’s competence in the concept
of procurement presented in the study of Kakwezi & Nyeko (2019) with the “Relevance of
skills”, “Knowledge of the supply market”, and the “Experience on the field of

procurement”. These factors consider the effect of procurement performance with staff’s
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competence derived from previous experience and training. These three factors in this

research work as the base subjects for the experience-based value of the employees.

The factor of “employee engagement” derives from the research with the statistical analysis
of participation of employees in certain factors. This factor in this concept follows the same
guidelines with the understanding the significance of participation of employees in
procurement performance. The factor of “Service quality” is introduced by the research of
Darom & Plant (2023) with the factor being associated with the value creation being based
off the category of creating customer value with the quality of service. In this thesis we
analyse the factor under the category of staff competence as it is seen as an trainable
employee asset that can be perceived as experience related factor. “Flexibility” derives from
the research of Kakwezi & Nyeko (2019) as a factor of staff performance in this thesis is
described with the ability to react and adapt to different situations. Flexibility in procurement
performance is most seen as an asset in procurement units’ ability in order and supplier
management, but we try to exceed the definition with vague description in including
flexibility of individual actions as a possibility of comprehension in the questionnaire.
Dependability is defined by Aviziens, Laprie, & Randell (2004) by being a combination of
the threats, attributes and means of the subject. In this thesis we follow similar lines with
staff dependability meaning the personnel performing their actions with the intention of
avoiding failures or faults with their actions, and being available, reliable, and confidential.
“Dependability” as an analysed metric within the procurement unit questionnaire is the
perception of personnel working with the intention of fulfilling their required positions
actions with minimal negative conclusions. With these factors of “Employee engagement”,
“Quality of service”, “Flexibility”, and “Dependability” we seek to describe the nodes and
traits of the procurement personnel that can be seen influential for procurement performance.
The factor of “Safety of staff” is a derivation from the research of Kakwezi & Nyeko (2019)
with the intention of ensuring the correlation between the overall staff relation to the physical

and social environment of the organization.

The “Organizational structure” as a category is set to investigate on the topic of the
organization that the procurement unit is in participatory of. The category is formed in
cohesion with the intent of including factors concluding with the organizational structure

and the coherence between the unit. Individual factors of considering the organizational
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structure of the procurement unit are: “Mission”, “Public/Private enterprise”, “Management”

and “Information flow among parties”

“Public/Private enterprise” and ‘“Management” are the two organizational factors
considering the higher authority of the organization regardless of the type of organisation
with the intention to describe the nature of the organization. The factor of “Management” is
indirectly investigated in the research of Nzau & Njeru (2014) with listing the top-level
management support as an impacting factor for procurement performance with providing
appropriate facilities, training, and opportunities for the purchasing department. In this thesis
we describe the factor of “Management” with combining the administrative factors of the
procurement unit under a single term. This term is presented as an umbrella term with
varying levels of action and definition for example, management style, tasks, activities,
instruments etc. (Kaehler & Grundei, 2019).

“Public/private enterprise” did not present itself in different research that was analysed for
this paper but is presented as an individual factor for the topic as it owns a significant
meaning in relation to one of the main thematic of the study. “Public/private enterprise” in
the term of organizational structure is to analyse the thematic of public and private
organization effect on the procurement performance. With the research on public
procurement the definitive factors of the organization are usually set up under the
terminology and limitations of the public entity. For example, in the research of Okinyi &
Muturi (2016) introduce their background and limitations to be based on the Institutional
and Public Value Theory with the rules, laws and sanctions and the aim of the public
organization. The factor is based on the intention of understanding the influence of the
presented sector for the procurement performance.

The “Mission” as a factor considers the influence of the mission for the procurement
performance of the organization. “Mission” in this thesis stands with Braun, Wesche,
Weisweiler & Peus (2012) as defined with the organizations central tasks and duties that
may relate to the organization’s customers, member or society and the philosophy and values
with the intention of guiding attitudes, behaviour and decision-making within the
organization to achieve the vision-based goals meaning the long-term, future oriented and
comprehensive view of an organization’s development. Mission is described in the research
of Shiundu & Rotich (2014) with the unit’s management actions to be in relation with the

mission of the organization.
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Factor of “Information flow amongst the parties” is presented in the research of Kakwezi &
Nyeko (2019) as an added variable from the respondent’s answers. With this factor, we
proceed to investigate the importance and influence of the sectors communication between
the internal and external parties. These include, the different divisions of the organization,
supplier base, and governmental sector. The factor of “information flow amongst parties” is
seen to include the thematic of transparency, accountability and integrity, that are mentioned
in the research of Shiundu & Rotich (2014), Okinyi & Muturi (2016), and Nzau & Njeru
(2014).

The category of “Resources allocation” is based on the research of Kiage (2013) with the
results showing that 87% of the participants answered with the resources of being
inadequately located between the sectors and informing that the better allocation of resources
would lead to more effective procurement. In this paper, the category of “Resources
allocation” is divided with the same factors as in the research of Kiage (2013) with the factors
of “Adequacy of allocation of resources”, “Budget Reviews to cater for changes in the
economic environment”, and “Tender award based on the resources availability and
confirmation”. The category was set to be in the same manner as in the previous research as
factors of other papers were not seen to be matching with the subject but was still seen to

have an impact on the procurement performance.

Category of “Procurement planning” is introduced in the research of Okinyi & Muturi
(2016), Kiage (2013) and Nzau & Njeru (2014) with the results of finding that poor planning
is causing inefficiencies in the public procurement process, and the unit must have a plan for
the procurement to achieve great results. The category of “Procurement planning” in this
thesis consists of nine factors of: “Need identification”, “Planning is participatory”,
“Adherence to procurement process”, “Timely procurements”, “Supplier evaluation”,

“Quality management”, “Supply chain planning”, “Number of suppliers”, and “The use of

joint procurement”.

Factors of “Need identification”, “Planning is participatory”, “Adherence to procurement
process”, and “Timely procurements” are taken directly from the research of Kiage (2013)
with them collectively achieving the rate of 61% of participants answering that they indicate
procurement performance. Supplier evaluation as a factor is used in the study of Kumar &
Ozdamar (2005) with the measuring of number of supplier evaluations that meet objectives

and total number of supplier evaluations. Supplier evaluation in the research of Darom &
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Plant (2023) is seen as a widely used tool in the investigation of firm performance, but the
units should shift their focus towards more investigative behaviour of their internal

processes’ measurement.

The factor of: “The use of joint procurement” is introduced in the European Comissions
(2023) single market scoreboard. This metric within the scoreboard is measured with the
proportion of procurement procedures involving more than one public buyer. As the
valuation of this factor goes in the mentioned document, a positive value indicated with
colour green is achieved with the rate of over 10% of the procurements including more than
a single public buyer. The “Number of suppliers” is a modified factor heavily affected by
the document of EU Commission (2023), with the presented factors of “Single bidder”,
“Direct awards”, and ‘“Procedures divided into lots”. The reformed factor is chosen for this
category with the intention of understanding the perceived effect of supplier size in

procurement performance.

“Supply chain planning” and management was presented in the research of Nzau & Njeru
(2014) and Shiundu & Rotich (2014) as an important metric for the performance of the
procurement unit. The research of Lummus, Vokurka & Alber (1998) also present similar
results with stating that the improving of supply chain performance correlates with
organizations profitability. In the post of SAP “Supply chain planning: What it is and how
it’s used” (2024) supply chain planning is described as a complete process of managing
involving the whole supply chain as differentiated processes to be substantially investigated
and managed accorded to the importance. The presented components of SAP are the demand
forecasting, inventory management, response and supply planning, sales and operations
planning, demand-driven replenishment and supply chain monitoring. To conclude, the
supply chain planning is actions directed to different parts of the supply chain to attain better
results and improved performance leading to profitability of the organization. Factor of
“Quality management” is formed from the basis of the importance of the management being
involved in the procurement planning process. The factor is indirectly linked to the factor of
“Quality of employees” presented in the study of Kakwezi & Nyeko (2019) with the
adaptation of diverting the importance towards the managemental properties in procurement

planning.

“Contracts management” as a category in this thesis resolves around the evaluative and

decision-based factors of the procurement unit. The category of “Contract management” is
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used in the research of Okinyi & Muturi (2016) and Kiage (2013) with the significant results
of the majority agreeing with contract management having an impact on the level of
procurement performance. The factors of contract management are considered in the
research of Shiundu & Rotich (2014) with the indication of inefficient use of funds with the
lack of transparency, bidding, award of contracts, and poor contract supervision. In this
thesis we conclude the category of “Contracts management” with the factors of: “Internal
controls”, “Contract timelines”, “Monitoring and evaluating of procedures”, “Decision
speed”, “Procedures divided into lots”, “Missing buyer registration number”’, “Missing

supplier registration number”, and “Direct award/Single supplier”.

The factors of “Internal controls”, “Contract timelines” and “Monitoring and evaluating of
projects” are presented directly within the research of Kiage (2013) and indirectly in the
research of Okinyi & Muturi (2014) with the implementation of correlation with being
adequate and correlative with the performance of the procurement unit. “Missing buyer
registration number”, “Missing supplier registration number”, and “Missing previous
publication number” are performance indicators associated with the document of the
European Commission (2023). The factors are given a common value of satisfactory
performance with < 3% of the procurements. Factors included the category of “Contracts
management” that are associated with research of European Commission (2023) in addition
to the previously mentioned are the factors of “Procedures divided into lots”, “Decision
speed”, and “Direct award/ Single supplier”. The first two mentioned factors are presented
in the category of “Contracts management” within the same form as in the European
Commission (2023), but the factor of “Direct award/Single supplier” is a combined factor
with reforming the European Commission presented categories of “Single bidder”, and
“Direct Awards” to gain a single substantial term for the thesis with that describes the effect
of a single provider for the performance of the procurement unit. The measuring of these
factors is done with the performance being adequate if under 5% in the factor of “Single
bidder” and under 10% with the factor of: “Direct awards”. Satisfactory of the factor of
“Decision speed” is evaluated with the threshold value of 120 days, and the factor of
“Procedures divided into lots” with the threshold percentage of exceeding 40% of the

procurements.

“Industry and location” as a category based on the different governmental, industry-based

and the overall working environment of the procurement unit. The factors formed with the
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intention of understanding the mandated environment of the procurement unit are the:
“Industry mandates”, “Location mandates”, and the “Mandates on the type of organization
public/private”. The basis of these categories’ inclusion are the documents provided by the
Finnish government (2023), the Ministry of Economic Affairs and employment, Finland
(2016) and the Ministry of Finance of Finland (2015). Industry in the public sector mandates
could possibly be indicated with the municipalities differentiated limitations like within the
industries of water, energy, transport and postal service industries. Private sector mandates
considering the industry could implicate on the set environmental and carbon-emission based
limitations set on the industry. “Location mandates” are formed with the intention of
concluding on the factors of mandates introduced with the overall location of Finland and
the further division within Finland. For example, the municipal differences. The inclusion
of the factor of “Competition/lack of competition” we proceed to find and understand the
impact of the competitive nature on the enterprise. The competition can be seen as an
affecting factor for the procuring unit with the level of competition of the procuring

organization and the competition, also referred in the research of Kakwezi & Nyeko (2019).

4.4.Tools of improving procurement performance

These tools of improving procurement performance are based off the research of Anttila,
Jussila & Mikkola (2013). Their research is a part of SSOC Il research project that’s main
intention is to find and evaluate the tools of procurement management and improvement in
SME’s. As the researchers mention, the tools of procurement management are more
prominent within small and medium enterprises as bigger enterprises tend to have a more
complete planning. Out of the 24 presented actions and topics for the procuring organization,
we have chosen 16 due to relevance and overlapping of topics seen on Figure 9. The topics
are given further background and further basis accorded to the scope of the theory. The tools
presented to the small- and medium size enterprises are seen adequate with presenting in this
thesis, as the procurement performance efficiency is described by Anttila, Jussila & Mikkola
(2013) to be a greater concern for enterprises of smaller size, as the larger enterprises are
more likely to already own a more constructed and considered way of proceeding with

procurement actions.
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Investigated category

Sources for the category

SWOT Anttila. Jussila & Mikkola (2013). Leigh (2010),
Procurement Alignment Anttila, Jussila & Mikkola (2013). Beukers, Versendaal, Batenburg & Brinkkemper (2006)
ABC-Analysis Anttila, Jussila & Mikkola (2013)

Make or buy decision making

Anttila. Jussila & Mikkola (2013)

Total cost analysis

Anttila, Jussila & Mikkola (2013), Ellram (1993), Ellram (1995)

Monitoring system/Metrics

Anttila, Jussila & Mikkola (2013)

Balanced scorecard model

Anttila, Jussila & Mikkola (2013), Kaplan & Norton (1996), Kaplan (2014)

Continuous supplier evaluation

Anttila, Jussila & Mikkola (2013), . Montogomery, Ogden & Boehmke. (2018)

Contract mana gement

Anttila, Jussila & Mikkola (2013), Van Weele (2009)

Building and developing relationships

Anttila, Jussila & Mikkola (2013), Langfield-Smith & Greenwood (2002)

Product development co-operation

Anttila, Jussila & Mikkola (2013)

Product life-cycle management

Anttila, Jussila & Mikkola (2013). Grieves (2005)

Procurement risk management

Anttila, Jussila & Mikkola (2013), Russill (2010), Hong. Lee & Zhang (2018)

Performance objectives

Anttila, Jussila & Mikkola (2013). Mladenovic, Vacjdic, Wiindsch & Temeljotov-Slaay (2013)

Procurement instructions

Anttila, Jussila & Mikkola (2013), Van Weele (2014)

Third-party research

Selviaridis & Spring (2007)

Figure 9 Tools of procurement performance with sources

SWOT must be the most known analysis of current probabilities of the organization. SWOT,

meaning the strengths, weaknesses, opportunities and threats is most arranged with a 2x2
matrix or a table (Anttila, Jussila & Mikkola, 2013). Leigh (2009) further describes the

SWOT with the factors being divided into internal and external factors, and enhancers and

inhibitors shown in Figure 10. SWOT - analysis results in factors that should be

acknowledged positives and negatives, that are based on the internal and external forces.

Strengths Weaknesses
I
£
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Figure 10 A conventional SWOT Table, Leigh (2009)

Procurement alignment is a combination of several terms. With procurement alignment we
describe the actions of organization and procurement unit to form and follow. Anttila,
Jussila & Mikkola (2013) describe the procurement alignment with ensuring the
relationships between the own procuring unit and the external supplier network. This should
be formed with preliminary cautions accorded to the relationship between the participants,
for example with forming and following plans accorded to the level of co-operative actions,
manufacturing and product development. Beukers, Versendaal, Batenburg & Brinkkemper
(2006) visualize the Procurement Application Framework (PAF) with the maturity level of
five business perspectives: “Procurement strategy and policy”, “Procurement organization
and processes”, “Monitoring and control of procurement”, “People and culture with respect
to procurement”, and “Procurement IT, with the level of alignment between perspectives,
and the segmentation of overall alignment and maturity. Visualization of PAF presented in
the Figure 11.

7 7 7
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Strategy —p / / /
and Policy increasing maturity
Organization —> / / /
and Processes increasing maturity
Monitoring —> / / /
and Control increasing maturity
People and —p / /
Culture increasing maturity
Information =
Technology increasing maturity /

Figure 11 Procurement Application Framework ,Beukers, Versendaal, Batenburg & Brinkkemper (2006)
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ABC-Analysis is described by Anttila, Jussila & Mikkola (2013) to be one of the most used
tools in procurement. The basis of ABC analysis is to seek and understand the categorization

of the supplier and product value, with division by importance.

ABC-analysis could be built on rules, like the presented value distribution of (Anttila, Jussila
& Mikkola 2013) the 20/80 Pareto rule that states:

- 20% of suppliers form 80% of procurement value
- 20% of products form 80 % of procurement value

- 20% of products form 80% of inventory value

Anttila, Jussila & Mikkola (2013) describe the make or buy decision making with the
intention of achieving procurement success with gaining understanding of the cost of
manufacturing the required product or service themselves. Make or buy decision making is
most performed with a four-field matrix based off the importance and the ability and capacity
of the enterprise on self-manufacturing the required supply. Anttila, Jussila & Mikkola
(2013) add that make or buy decision provide a good starting point for decision making but
the unit should pay further attention on the negotiation position, cost of action, supplier

reliability and ensuring the continuity of operations.

Total cost analysis meaning the analysis of total cost of ownership (TCO) is based off
understanding and calculating the overall cost of the procurement. Anttila, Jussila & Mikkola
(2013) present that in TCO the total cost can be divided to unit costs (price of unit), lot-
specific costs (forming the procurement), supplier-specific costs (relationship maintenance
costs), and the product specific costs (cost of knowledge). Ellram (1995) describes the TCO
as a tool with capabilities on affecting supplier selection decisions, measuring ongoing
supplier performance, and driving major process changes. Framework for TCO according to
Ellram (1993) is an 8-stage process that’s a generic implementation approach for the total
cost of ownership model within the organization. The TCO mostly resolves around the
presented Stage 4: “Identify Relevant Costs”, that is formed around the cost identification
and further categorising these into critical costs meaning the most significant cost factors of

the procurement. The relevant costs should be further evaluated and categorized and
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developed into cost data. The obtained data is then formed to a usable form and documented

to a more usable form to be adapted to the model.

In this thesis we describe the monitoring system as a formed plan of the procurement unit
that uses resources to find and evaluate the units and suppliers’ actions with given or formed
metrics of performance. Anttila, Jussila & Mikkola (2013) list the positives of successful
monitoring system for the procurement process to enable the procuring unit to effectively
recognize the changes within the unit and react to them with the proper measures. The most
important measures of monitoring are determined individually by the procuring unit
themselves, as the objectives for the procurement as the weight of a singular subject is self-
determined by the procurement. The monitoring system and the metrics should be
contemplated within the organization in advance to achieve proper effectiveness of the
measure. Examples of metrics provided by Anttila, Jussila & Mikkola (2013) are the volume
of the supply, development of purchasing price, inventory management, supplier reliability,
quality of supply, development of payment terms and conditions, and the number of

suppliers.

The balanced scorecard is a model that’s premise is to reform the long-term goals of the
organization to smaller factors of performance that are measured by set KPI's (Key
Performance Indicator). Kaplan & Norton (1996) divide the balanced scorecard into four
different categories of consumer value, economic value, process value and the value of
innovation and learning. Kaplan & Norton (1996) further define that the balanced scorecard
is based on eight measures of performance with one financial and seven nonfinancial
metrics. Financial being the profitability, and nonfinancial including market share,
productivity, product leadership, public responsibility, personnel development, employee
attitudes, and balance between short-range and long-range objectives. The research also was
seen to show that all various corporate strategies for enhancing the value of their business

units could be represented with the four Scorecard perspectives shown in Figure 12,
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Figure 12 Balanced scorecard model presented by Kaplan & Norton (1996)

Continuous supplier evaluation is seen as an important performance factor for a
procurement unit. As the enterprise or the industry might have faced minor or major changes
should the evaluation of the supplier be apparent for the procuring unit throughout the
relationship to achieve the greatest potential. Supplier evaluation should be based off the
desired metrics of the enterprise on the supplier performance or the nature of the desired
relationship with the supplier. Evaluating the measures of supplier performance should
follow the previously mentioned monitoring metrics that are individually set out within the
organization. The nature of the relationship should be for example analysed based on the

strategical potential of the supplier.

Kraljic’s portfolio matrix presented in Figure 13 is one of the most noted tools in forming
supplier strategies based off the demand power and supply power of the product. Krajlic’s
portfolio matrix is a 2x2 matrix divided by the supply risk and the importance of purchase
leading to four different strategies based off the supplier base and the nature of the supplied
item or service. First category of low risk and high importance: the leverage items value
should be created from the large volumes and unit cost due to the vast supplier base and

substitutability. The value of strategic category of high supply risk and high importance
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should be valued through co-operative actions and SRM with the single supplier playing
higher importance. Non-critical items of low supply risk and importance for the procurement
unit should be valued with the functionality of the process due to the substitutability of the
product and supplier. Relationships that could be considered providing bottleneck items
should be revaluated on the importance of the relationship for the enterprise and look for
other options or determine due to the lack of importance for the enterprise. (Montogomery,
Ogden & Boehmke, 2018)

A
High
Leverage Items Strategic Items
* Large Volume Purchases * Unique Specifications or Value-Add
® Unit Cost Important * Supplier Technology Critical
° ® Substitutes Available * Few Suppliers Available
E * Many Equivalent Supplier Available * Difficult to Substitute
)
bl
=
B
S
©
2 Non-Critical Items Bottleneck Items
g ¢ Commodities * Unique Requirements
8_ ¢ Easy to Find Substitute Products * Supplier’s Technology, Knowledge, Assets
E ® Many Supplier Available or Expertive Critieal
o A - ; * Scarce Sources of Supply or a Few
Limited Financial Impact Superior Suppliers
* Difficult to Substitute
Low * Difficult to Monitor and/or Measure
Performance
* Hidden Action by Supplier Possible

Low Supply Risk/Complexity High

Figure 13 Krajlic Portfolio Matrix, (Montgomery, Ogden & Boehmke (2018)

Contract management is described by Anttila, Jussila & Mikkola (2013) with the formation
and implementation of different bases of contractual frameworks for similar types of
contracts within the procurement unit, according to the size of the order, basis of the
relationship for the procurement, and the type of product ordered. Contract management in
this thesis is discussed with the means of the individual influential factors of procurement
performance, but as a tool, the basis of contracts management drifts towards a more action

and planning derived controlling of contracts.

Searching of new suppliers can be seen as a mandatory tool for ensuring success for the
procurement unit as it is a necessity when fulfilling old needs or finding ways to improve.

Anttila, Jussila & Mikkola (2013) indicate on the factor of preliminary evaluation of needs
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and objectives for the possible new suppliers. These can be for example be the set as
financial, environmental or quantity related limitations for the suppliers. Van Weele (2014)
adds that the organization should perform three steps of actions before the selection of

suppliers:
- Determining the method of subcontracting
- Preliminary qualification of supplier and drawing up the “bidders” list,

- Preparation of the request for quotation and analysis of the bids received

Building and developing co-operative relationships with suppliers is a method of achieving
efficiency and effectiveness for the procurement unit. The basis of these actions is that the
ordering enterprise takes actions in working closer to supplier with the potential in achieving
better results with closer cooperation. Langfield-Smith & Greenwood (2002) in their
research on the co-operative buyer-supplier relationships that the requirements for the
successful development relationships require the buyer and supplier to be working in the
similar field to achieve cohesive benefit in the co-operative actions, for the unit to be
experienced with changes, to work with effective communication and information sharing
and to be keen on sharing information with the supplier to achieve greatest benefit, and direct
experience of new systems and technologies may encourage better rate of acceptance of the

changes required for co-operative relationships.

Product development cooperation describes the co-operative actions between the
procurement unit and the supplier that are formed based on product development. If
previously mentioned development of co-operative relationships can be based on achieving
benefit on multiple sectors, this method of co-operative action requires greater effort in
achieving benefit as it would require both participants to form collaborative operations.
Anttila, Jussila & Mikkola (2013) describe that these types of actions are commonly formed
with greater effort in enhancing the relationship between the already manufacturing
suppliers, achieving a greater benefit from the existing relationship.

Product life-cycle management is described by Anttila, Jussila & Mikkola (2013) to include
all the processes accorded to a manufactured product from the design of the product to the
utilization of the end-consumer. Grieves (2005) sets the product life-cycle management
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under four different themes of: “Continuation of functional integration”, “Common
informational basis for this cross-functionality”, “product life-cycle management also
concerns itself with processes”, and “Substitution of information from other functional areas
for the inefficient use of material, energy, and time. The model of product life-cycle
management provided by Grieves (2005) consists of the factors of “Manufacturing &
production”, “Sales & distribution”, “Disposal & recycling”, “Requirements analysis &
planning”, “Concept and prototyping”, “Product engineering” and ‘“Manufacturing
engineering”. Product-life cycle management can be seen as the consideration of different
setpoints of timeline that can and should be affected and concerned within the enterprise.
Concrete considerations provided by Anttila, Jussila & Mikkola (2013) are the factors of:
“Product right management”, “Management of confidentiality agreements, and data leaks”,

and “Spare parts delivery responsibility and spare part management.

Procurement risk management consist of different types of actions in trying to mitigate the
possible risks that could occur with the procurement process. Anttila, Jussila & Mikkola
(2013) describe the procurement risk to be in the hands of a small group of specialists, rather
than the methodology and information being distributed vastly to the whole organization.
Russill (2016) stands within the same lines with describing procurement risk being
controlled over with principles; procedures; authorities, that are further implemented and
conducted in a matter that resolves in actions being performed in pursuit of corporate
objectives, and with regarding the interests of shareholder and public. Different segments
of interest presented by Anttila, Jussila & Mikkola (2013) are the: changes in the operating
environment and changes due to megatrends, changes of demand, changes in supplier
networks, adaptation to new technologies, global risks, and environmental, social and
stakeholder demands. Hong, Lee & Zhang (2018) present the procurement risk management
and the related approaches with five different dimensions of uncertain demand, uncertain
price, uncertain yield, uncertain lead time, and disruption presented in the Figure 14. These
factors bring up the procurement risk management with a more common methodology to

mitigate the effects of risks without further emphasis on the probable causation.
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Figure 14 Procurement risk management and related approaches, (Hong, Lee & Zhang, 2018)

Performance objectives are set out as the short- and long-term goals for the procurement
unit to achieve with their own actions or accorded to suppliers. These goals can be based on
monetary value of the procurement, like the created cost savings and the profitability
achieved within the unit or with a single supplier. Performance objectives in the document
of Anttila, Jussila & Mikkola (2013) are widely included with the intention of measuring the
performance of the suppliers, and the true nature of the relationship. The researchers point
out on the factors of thorough investigation of the desires from a single supplier relationship
the desired and intended value. The performance objectives set out with the research of
Mladenovic, Vajdic, Wiindsch, & Temeljotov-Salaj (2013) revolve around the determinant
of PPP (political, legal, economic, and institutional objectives), with partners strengths and
skills and the relationship between partners, the technology transfer and innovation, project
risk and risk allocation, project economic and financial characteristics, project general
characteristics and impact, and the project procurement and implementation. Mladenovic,
Vajdic, Windsch, & Temeljotov-Salaj (2013) also state that the differences in perceived
critical success factors of value of the private sector erodes from the profitability of the
enterprise, with the addition of customer and owner satisfaction. The public sector
performance objectives are considered with the factors of successful PPP objectives, the

value for money, Effectiveness/Efficiency, and the environmental impact of its actions.
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Procurement instructions as a tool indicate the ways of performing procurement within the
unit with already set out measures and set of actions accorded to the performed actions.
Procurement instructions can be seen as the sum of procurement objectives that are indicated
with concrete subjects and rules for the actions. Anttila, Jussila & Mikkola (2013) describe
the procurement rules and alignment with the individually set out assignments and range of
responsibilities thorough out the procurement unit. Van Weele (2014) emphasises on the
clarity of the responsibilities within the procurement unit on the supplier interaction, and the

clear descriptions of the quality assurance of the supplier base.

Third-party research in this thesis describes the use of external party’s research as a tool for
the enhancing of performance of procurement within the organization. The use of research
can be seen to be consisting of different factors of the supply chain, or the internal
capabilities of the enterprise. Selviaridis & Spring (2007) associates the third-party research
and action with strategic, financial, and operations-related benefits and risks that could

resolve in organizations shifting more towards core competencies.
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5. Methodology

In this chapter, we describe the methodology used for the data collection for the thesis. This
segment considers on the description of the study, the collection of the data, the description

of the questionnaire, and the insight on the formed questions.

5.1. Description

The research of this thesis is done with quantitative data analysis, as the topic is based on
the state of the procurement units of the Finnish markets. With quantitative analysis we can
analyse different organizations of multiple represented industries, sectors and locations
within Finland. Also, with the methods of quantitative data analysis we can find coherence

and significance in given topics.

In this thesis the questionnaire has been presented in a structured manner. As the topic of
procurement performance can be seen with a varying interpretation, we noted that it was
necessary to set limitations to the answers to preliminary division of the topic to set
categories. This was seen to be adequate as the set topics are cohesive with previous research

and give a broad overview of the topic.

The questionnaire was provided via email and media platforms private messaging tools to
the procurement unit personnel. This methodology of approaching the interviewed was seen
adequate as the personnel of interest could be approached and identified with easier manner
and quick procedure. With the easier measures, the questionnaire was able to be distributed
for varying attendants in efficient manner. As the attendant’s identity isn’t seen as relevant
to the research as the knowledge that the position in the enterprise, were the questionnaires
sent to organizations, without the intention of reaching a certain person. As the answering of
the questionnaire is not controlled with the presence of the researcher, we cannot be certain
of the respondent’s realistic knowledge of the topic, but we expect that most of the questions

are answered with people and organizations sectors that they were sent to.

The previous research was chosen for this thesis as with the intention of relevance to the

main subject of procurement performance in private and public enterprises. As most of the
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presented research consist of one or the other, have they been adapted and adjusted to the

measures of including both.

5.2. Data collection

The data collection of this thesis is done by a singular questionnaire sent to different
individual procurement professionals from the private and public sector. The common actor
for the contacted participants is that they are or have recently been associated with a private
or public entity. With this given information we proceed to assume that the answers to the
given questions provide a realistic frame for the procurement performance and the

influencing factors for the Finnish procurement unit.

The question was sent out to approximately to 250 of procurement personnel with receiving
22 answers making the participation rate of close to 9%. With the tools provided by the
questionnaire platform Webropol we indicate on the further data of the questionnaire
participation. The questionnaire was opened by 137 people, that resolved in 69 beginning to
answer the questionnaire, and 22 submitted their final answers. This gives the questionnaire
the overall participation rate of 9%, with 16% of document opened participants finishing
rate, and a 31% finishing rate of the questionnaire when the answering was started. The
participation rate works as a limitation for this thesis, as the overall number of participants

is seen to be low for the quantitative analysis.

5.3. Insight of the questionnaire

The questionnaire was built on three different segments: The defining factors of procurement
performance, the individual influencing factors of procurement performance and the
evaluating the tools of procurement performance with the frequency of use and effectiveness.
The questionnaire withheld in total of 115 questions divided across the three segments in the
following manner: Defining factors (59), Influencing factors (38), Tools (16). The only
question outside the three segments: “Your experience is mainly associated with” was put
out in the introductory page of the with given the participant three different answer choices

of “Private procurement”, “Public procurement”, and “-“. This question was the only
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mandatory question within the document and the participants were presented with the option

to leave the questions unanswered.

The threshold values of this questionnaire are built based on the asymmetric Likert scale of
1-5. The asymmetric part Likert scale is described by the Joshi, Kale, Chandel & Pal (2015)
as the tool to be used when the research is set in the way of understanding the participants
opinions and perceptions related with single “latent” variable. In this research paper, the
variable meaning: the procurement performance with the given limitations of geographical
location of Finland. During the analysis, the items of the questionnaire are combined to form
a composite score, which measures the anuni-dimensional trait (Joshi, Kale, Chandel & Pal,
2015). This methodology of given answer scale is seen appropriate in the research on
procurement performance. Most of the research cited in this thesis like the study of: Kakwezi
& Nyeko (2019), and Darom & Plant (2023).

“Defining factors” included factors within the six segments mentioned in the theoretical part
of the thesis with: Innovation and learning, Customer Value, Supplier Value, IT-Systems,
Financial Measures, and Purchasing organizational dimension. All the questions were set
out to be answered with the Likert scale of frequency with the description of answers set out

as follows: 1 - Never, 2 — Rarely, 3 — Sometimes, 4 — Often, and 5 — Always.

“Influencing factors” were provided with six different segments of: Staff (competence),
Organizational Structure, Resources Allocation, Procurement Planning, Contracts
Management, and Industry and Location. All the questions were set out to be answered with
the Likert scale of 1-5 on the effect of the factor on the procurement performance with: 1 —
No effect, 2 — No significant effect, 3 — Some effect, 4 — Significant Effect, 5 — Major effect.

“Tools of performance” were brought up in the questionnaire with presenting different
subjects for the participants to evaluate with the Likert scale of frequency and the
effectiveness on the presented tool as: 1 - Never, 2 — Rarely, 3 — Sometimes, 4 — Often, and
5 — Always, and 1 — No effect, 2 — No significant effect, 3 — Some effect, 4 — Significant
Effect, 5 — Major effect.
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5.4. Kruskal-Wallis test

Statistical analysis on finding differences between the values of private and public
procurement units, we used the methodology of the Kruskal-Wallis instead of ANOVA-
model that has been more commonly been presented in the studies of procurement

performance, as in the research of Okinyi & Muturi (2016).

The use of Kruskal-Wallis test is seen to be appropriate when testing the hypotheses, when
the assumption for normality of data does not hold (McClenaghan, 2024). Kruskal-Wallis is
seen as the nonparametric equivalent of one-way ANOVA as the test assumes the
observations in each group come from populations with same shape distribution and the
samples are random and independent. Kruskal-Wallis test leads to results indicating
significant difference between two or more variables without further implications on where
the difference between the variables occurs. The tests are performed with the 0-hypothesis
being that the values between the two compared samples are the same, with significance
implying to the rejection of the hypothesis and indicating the difference. (Ostertagova,
Ostertag & Kovac, 2014).

Kruskal-Wallis tests in this thesis is used to compare the means of the categories and factors
between the samples of private and public sector participants answers. With the HO
indicating that the samples do not differ significantly with the risk interval of 95%, meaning
that to withstand the hypotheses, the results p-value would have to exceed the value of 0,05.

The tests of this data-analysis are done with statistical analysis software STATA.
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6. Results

In this part of the thesis, we present and analyse the results of the questionnaire with three
different segments. All the segments start with an overview of the data and then are further
analysed with the individual factor investigation and the analysis of private and public
procurement units. First segment of this chapter concludes on the data of the questionnaire
considering the definition of procurement performance. The second segment considers the
influence of set individual factors on the procurement performance. The third segment shows
the results on the tools of the procurement performance that are evaluated with their

effectiveness and use within the procurement units.

6.1. Defining procurement performance

The data (Table 1) of the first segment of the thesis achieved the mean of 3,633, which can
be seen to greatly extend the threshold value of 3 — “Sometimes” presented in Figure 15.
Categories that exceeded the mean the overall data were the “Innovation and Learning”, with
3,642, “Supplier value” with the mean of 3,841, and the “IT-Systems” with the mean of
3,705. With the indication of means we can introduce that the mentioned three categories
are the most significant in association with the procurement performance. As the data was
set out to be measured in the Likert scale of 1-5 of frequency, all the categories’ means were
set out to be within the same sector of value between 3 and four giving them the same value

of “sometimes” being associated with the definition of procurement performance.

Innovation and Learning 3,642 3,648 3,638
Customer value 3,467 3,444 3,482

Supplier value 3,841 4,079 3,676
IT-Systems 3,705 3,750 3,676

Financial measures 3,605 3,904 3,398
Purchasing organizational dimension 3,469 3,615 3,367
All answers 3,633 3,808 3,511

Table 1 Means of categories by presented sector
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Figure 15 Boxplot of means of the defining categories

When comparing the means of the private and public sector the private sector achieved a
greater overall mean with the value of 3,808 compared to the public sectors value of 3,511.
The differences between the set categories in the private and public procuring units
withstood the equal amount of division in categories in three categories exceeding means on
the overall mean of the data. With both sectors the factors of “Innovation and Learning”, and
the “Supplier value” exceeded the means of the overall answers further indicating the overall
importance of these categories in the overall procurement performance. The category of
“Financial measures” exceeded the overall mean with the private sector participants with a
value of 3,904. The difference between the category of “Financial measures” in the
investigated sectors introduces the greatest difference of values between the categories and
sectors with a difference of mean of over 0,5. The category of IT-Systems in the public sector
exceeded the mean of the overall data but had a lower value than the private sector
participants.

The significance of the differences between the set-out categories was investigated with the
Kruskal-Wallis tests of means and the participants presented sector with the hypotheses of
“HO0: the values of category don 't significantly differ between the presented sector” and

“H1 the values of category significantly differ with the comparison of presented sector .

The results of the tests are presented in the Table 2. Out of the six categories, the values of
“Supplier Value”, and “Financial Measures” were seen to significantly differ with the 95%

risk interval with achieving p-values 0,354 and 0,0384. The size of the squared values of
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accumulated to the presented sector are following similar rates of interest. With these two

categories the two categories indicate that the values are more likely to achieve a greater

rating if the participant is associated with private procurement. These result in the rejection

of the “HO: the values don’t significantly differ between the presented sector” in the overall

data of the segment 1 with the indication of difference between the categories of “Supplier

Value” and the “Financial measures”.

Innovation and Learning 0,7385 0,111
Customer Value 0,7894 0,071
Supplier Value 0,0354 4,425
IT-Systems 0,7134 0,135
Financial Measures 0,0384 4,285
Purchasing organizational
dimension 0,5285 0,402

Table 2 Kruskal-Wallis test on the defining categories

With performing individual mean analysis with the methodology of Kruskal-Wallis tests on

the factors of the significantly differing sectors, we found that two factors in the category of

“Supplier value” with factors of: “Purchased materials cost control” and the “Effectiveness

of delivery time” and a single factor in the category of the “Financial measures”: the “Vendor

rating” were seen to be significantly differing between the private and public procurement

(Figure 16). The difference of means indicates that these mentioned factors are likely to be

greater with private procurement units. The differing values of the category of “Supplier

value” presented in the Table 3 show that the factor of “Purchased materials cost control”

with the higher squared value and the lower p-value indicate greater changes between the

factor with the presented sector.

Purchased materials cost 0,0142 6,011
control
Effectiveness of delivery 0,0393 4,247
time
Vendor rating 0,0044 8,117

Table 3 Kruskal-Wallis test of significantly differing factors
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Figure 16 Boxplot of significant difference of categories

When discussing the factors of the first segment of the data-analysis, out of the 59 presented
factors, 14 exceeded the overall mean of “4”. In this segment the value of four equals to the
factor being often associated when describing procurement performance. Factor:
“Effectiveness of procedures” achieved the highest rating of mean between the participants
with 4,409, following with “Delivery reliability” with rating of 4,381, “Cost savings” with
rating of 4,333. Out of the six different categories, five were presented with the factors
exceeding the mean over four. These categories were the “Innovation and Learning” and
“Customer Value” with single factors presented with high values. “Supplier Value” with six
different factors, “Financial Measures” with four different factors, and ‘“Purchasing
Organizational Dimension with two different factors. When concluding on the number of
factors in the presented categories the number of “Supplier Value” included highest rate of
high answers within the category with 42,9% of answers being presented with the mean of
equal or higher than 4. Following category with the highest participation of factor of high
means is the “Financial Measures” with 25% of the answers exceeding the threshold of the
value of 4 (Table 4).
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1 Effectiveness of procedures 4,409 Innovation and Learning (6)
Effective reflection of customer

2 requirements into contracts 4,095 Customer Value (6)

3 Delivery reliability 4,381 Supplier Value (14)

4 Purchased materials cost control 4,048 Supplier Value (14)

5 Purchased materials cost reduction 4,050 Supplier Value (14)

6 Quality of delivery 4,250 Supplier Value (14)

7 Supplier evaluation 4,150 Supplier Value (14)

8 Effectiveness of delivery time 4,143 Supplier Value (14)

9 Budgetary controls 4,000 Financial Measures (16)

10 Cost accounting 4,050 Financial Measures (16)

11 Cost savings 4,333 Financial Measures (16)

12 Managed spend 4,000 Financial Measures (16)

13 Clarity of processes and procedures 4,190 Purchasing Organizational Dimension (13)

14 Usability of procurement tools 4,000 Purchasing Organizational Dimension (13)

Table 4 High values of defining factors

When concluding on the defining factors of private procurement units the factors gained an

overall higher mean implied with the higher mean of the overall data and 19 of the 59 factors

exceeding the threshold of the value of 4. 5 of the 19 factors exceeded the value of 4,5 listed

in descending order: “Cost savings”, “Delivery reliability”, Purchased materials cost

control”, Purchased materials cost reduction”, and “Effectiveness of delivery time”. Out of

the six defined categories four included factors that exceeded the mean of value of four.

These categories were “Innovation and Learning” with two factors, “Supplier Value” with

eight factors, “Financial Measures” with six factors, and “Purchasing Organizational

Dimension” with three factors. Categories with the highest rate of factors exceeding the

value of 4 were the “Supplier Value” with the rate of 57,1%, and “Financial Measures” with
the rate of 37,5% (Table 5).
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Innovation and Learning
1 Effectiveness of department 4,222 (6)
Innovation and Learning
2 Effectiveness of procedures 4,222 (6)
3 Delivery reliability 4,667 Supplier Value (14)
4 Incoming inspection guality control and assurance 4,111 Supplier Value (14)
5 Purchased materials cost control 4,667 Supplier Value (14)
6 Purchased materials cost reduction 4,556 Supplier Value (14)
7 Quiality of delivery 4,444 Supplier Value (14)
8 Supplier evaluation 4,444 Supplier Value (14)
9 Supply chain costs 4,444 Supplier Value (14)
10 Effectiveness of delivery time 4,556 Supplier Value (14)
11 Budgetary controls 4,333 Financial Measures (16)
12 Cost avoidance 4,333 Financial Measures (16)
13 Cost benefit/division's operating cost 4,111 Financial Measures (16)
14 Cost savings 4,778 Financial Measures (16)
15 Managed spend 4,444 Financial Measures (16)
16 Vendor rating 4,333 Financial Measures (16)
Purchasing Organizational
17 Clarity of processes and procedures 4,222 Dimension (13)
Purchasing Organizational
18 Purchasing system and procedures 4,222 Dimension (13)
Purchasing Organizational
19 Usability of procurement tools 4,000 Dimension (13)

Table 5 High values of private sectors defining factors

Defining factors exceeding the value of 4 of the private procurement performance consist of
eight factors between five of the six set categories. Single factor categories of private
procurement are “Innovation and Learning”, and “Customer Value”. The following three
categories of “Supplier Value”, “Financial Measures” and “Purchasing Organizational

Dimension” had two factors presented with the mean values of 4 (Table 6).
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1 Effectiveness of procedures 4,538 Innovation and Learning (6)
2 Effective reflection of customer requirements into
contracts 4,250 Customer Value (6)
3 Delivery reliability 4,167 Supplier Value (14)
4 Quality of delivery 4,091 Supplier Value (14)
5 Cost accounting 4,182 Financial Measures (16)
6 Cost savings 4,000 Financial Measures (16)
7 Purchasing Organizational
Clarity of processes and procedures 4,083 Dimension (13)
8 Purchasing Organizational
Usability of procurement tools 4,000 Dimension (13)

Table 6 High values of public sectors defining factors

6.2. Influence of individual factors on procurement performance

When investigating the influence of individual factors on the level of procurement

performance with the set categories in the segment 2 of the data-analysis we can see that the

division between the mean of the answers follows the results in the first segment with three

categories exceeding the overall mean of the answers (3,732). The categories presented in

descending order are: “Organizational structure”, “Staff”, and “Procurement planning. All

mentioned categories exceeded the mean of 3,9 with “Organizational structure” exceeding

the threshold of value 4 with the mean of the factors being 4,038. With the factors being

measured with the Likert-Scale of 1-5 with the level of effect for the procurement

performance the value 4 indicates on the category to have a significant effect on the level of

the procurement performance (Table 7).

Staff 3,951 3,951 3,952
Organizational structure 4,038 4,056 4,025
Resources allocation 3,635 3,518 3,716
Procurement planning 3,926 3,938 3,917
Contracts management 3,400 3,449 3,364
Industry and location 3,316 3,278 3,342
All answers 3,732 3,735 3,729

Table 7 Means of influencing categories with presented sector
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As all the value seen on the Table 8, the values of presented sector follow similar lines
with each other. The lack of significant differences was also confirmed with the Kruskal-
Wallis tests with the hypotheses of:

“HO: the values of category don 't significantly differ between the presented sector” and

“HI the values of category significantly differ with the comparison of presented sector”.

Staff 0,7134 0,135
Organizational Structure 0,2853 1,142
Resources Allocation 0,8152 0,055
Procurement planning 0,8412 0,04
Contracts management 0,5478 0,361
Industry and Location 0,7134 0,135

Table 8 Kruskal-Wallis test on the influencing categories

The most significant factors of “Organizational structure” were analysed due to the direct
correlation between the topic of the research and the high significance on the level of the
effect for procurement performance. Both sectors had three out of the four factors to be
implying high level of effect on the level of procurement performance with the differences
being set out by the factors of “Mission”, and “Public/Private enterprise” with “Mission”
achieving the mean rating of 1,2 greater in the private sector and “Public/Private enterprise”
on the other hand achieving a mean rating of nearly 1 point greater in the public sector (Table
9).

Mission 4,222 3,000
Public/Private enterprise 3,111 4,091
Management 4,333 4,182
Information flow among parties 4,556 4,818

Table 9 Means of organizational structure, by presented sector




59

The influence of the presented sector between the factors “Mission” and “Public/Private

enterprise” were confirmed with the Kruskal-Wallis tests shown in the Table 10.

Mission 0,0205

5,369

Public/Private sector 0,0205

5,369

Table 10 Kruskal-Wallis test on factors of Organizational structure

When investigating the overall data of the segment 2 of the research with individual

influencing factors, 15 factors have been identified to exceed the threshold of the value of

“4”, Exceeding value of “4” in this segment of the research implies that the factor is seen to

have a significant effect on the level of the procurement performance of the procurement

unit. All the categories are included with the individual high-value factors. Six out of the

fifteen factors are represented by the category of “Staff”, two with the category of

“Organizational structure”, five with the category of “Procurement planning”, and singular

factors from the categories of “Resource allocation”, “Contracts management” and “Industry

and location”. Statistically accorded to the number of factors the most represented categories

in high-value factors are the categories of “Staff” with 66,7% and “Procurement planning”

with 55,6% of their factors exceeding the mean value of four (Table 11).

1 Training 4,211 Staff (9)

2 Relevance of Skills 4,300 Staff (9)

3 Experience on the field of procurement 4,150 Staff (9)

4 Employee engagement 4,053 Staff (9)

5 Quality of service 4,100 Staff (9)

6 Knowledge of supply market 4,200 Staff (9)

7 Management 4,250 Organizational structure (4)
8 Information flow among parties 4,700 Organizational structure (4)
9 Adequacy of resource allocation 4,000 Resource allocation (3)
10 Need identification 4,250 Procurement planning (9)
11 Planning is participatory 4,000 Procurement planning (9)
12 Adherence to procurement process 4,158 Procurement planning (9)
13 Timely procurements 4,238 Procurement planning (9)
14 Supplier evaluation 4,238 Procurement planning (9)
16 Monitoring and evaluation of projects 4,100 Contracts management (9)
17 Competition/Lack of competition 4,000 Industry and location (4)

Table 11 The most influential factors of segment 2
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The individual influencing factors of private procurement unit participants are represented
by the factors that have exceeded the threshold of the mean of “4” implying they are sought
to have a significant effect on the level of procurement performance. Out of the 38 factors
in the second segment, 16 own a mean value over 4. The 16 factors of private procurement
are divided between four categories of “Staff” with four factors, “Organizational structure”
with three factors, “Procurement planning” with six factors and “Contracts management"
with a single factor. 75% of the factors of “Organizational structure” and 66,7% of factors
represented in the complete data exceeded the value of 4 within the private sector participants
(Table 12).

1 Training 4,000 Staff (9)

2 Relevance of Skills 4111 Staff (9)

8 Experience on the field of procurement 4,000 Staff (9)

4 Employee engagement 4,111 Staff (9)

5 Knowledge of supply market 4,111 Staff (9)

6 Mission 4.222 Organizational structure (4)
7 Management 4.333 Organizational structure (4)
8 Information flow among parties 4.556 Organizational structure (4)
9 Need identification 4,222 Procurement planning (9)

10 Supply chain planning 4,111 Procurement planning (9)

11 Adherence to procurement process 4,000 Procurement planning (9)

12 Timely procurements 4,333 Procurement planning (9)

13 Supplier evaluation 4,555 Procurement planning (9)

14 Planning is participatory 4,000 Procurement planning (9)

16 Monitoring and evaluation of projects 4,222 Contracts management (9)

Table 12 The most influential factors of private sector in segment 2

Influencing factors of the public procurement participants, presented in Table 13, concluded
on 17 different factors exceeding the value of significant effect “4”. Out of the six presented
categories, five were represented in the high-value factors with six factors being part of the
category of: “Staff”, three from the category of “Organizational structure”, single factor from
“Resource allocation” and “Industry and location”, and six from the category of
“Procurement planning”. Within the factors of significant value of the public procurement
the highest presentation rate of the categories consisted off the categories of “Organizational
structure” with 75% and 66,7% of “Staff”, and “Procurement planning”. This implies that

on average 2/3 of the factors in the mentioned categories achieved a value exceeding 4.
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Table 13 The most influential factors of public sector in segment 2

6.3. The instruments and actions effectiveness and use

Training
Relevance of Skills
Experience on the field of
procurement
Employee engagement
Quality of service
Knowledge of supply market
Public/Private enterprise
Management
Information flow among parties
Adequacy of resource allocation
Need identification
Planning is participatory

Adherence to procurement process

Timely procurements
Supplier evaluation

Monitoring and evaluation of projects

Competition/Lack of competition

4,000
4,455
4,273

4,000
4,364
4,273
4,091
4,182
4,818
4,167
4,273
4,000
4,300
4,167
4,000

4,000

4,000

Staff (9)
Staff (9)
Staff (9)

Staff (9)

Staff (9)

Staff (9)
Organizational structure (4)
Organizational structure (4)
Organizational structure (4)

Resource allocation (3)
Procurement planning (9)
Procurement planning (9)
Procurement planning (9)
Procurement planning (9)
Procurement planning (9)

Procurement planning (9)

Industry and location (4)
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Within the overall data the tools of procurement followed a similar type of trend throughout

the questionnaire, seen in Table 14, with the amount of use and effectiveness achieving
nearly identical means. Tools with the highest means of effectiveness within the data were

the “Total cost analysis”, “Contract management”, “Building and developing co-operative

relationships”, and “procurement risk management”. These factors achieved the rating of

four implying them having a significant effect on the procurement performance of the

procuring unit. The most used tool accorded to the data was the “Contract management”

followed by “Total cost analysis”.
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Procurement alignment 3,526 3,650
SWOT 2,680 3,000

ABC 2,850 3,160

Make or buy 2,950 3,380

Total cost analysis 4,000 4,190
Monitoring system and metrics 3,650 3,630
Balanced scorecard model 2,250 2,526
Continuous supplier evaluation 3,550 3,600
Contract management 4,333 4,095
Building and developing relationships 3,905 4,048
Product development co-operation 3,238 3,667
Product life-cycle management 3,150 3,400
Procurement risk management 3,667 4,050
Performance objectives 3,048 3,250
Procurement instructions 3,894 3,750
Third party research 2,450 2,700

Table 14 Means of tools of overall data

With investigating the means of the use and effect of the private sector answers, we can see

that the factors that exceeded the threshold of 4 with both measured units are the: “Total cost

analysis”, “Contract management”, and “Building and developing relationships. Two

factors: the “Product development co-operation”, and the “Procurement risk management”

exceeded the threshold of mean of 4 in the effectiveness of the tool for the procurement

performance

The answers considering the tools of the performance in the public sector, only a singular

factor: “Procurement instructions”, exceeded the threshold of value of 4 in both measured

units. High mean values of over 4 were present in the category in the amount of use in the

factor of “Contract management”, and the effectiveness of “Procurement risk management”.

The means of the values between the sectors are presented in tables 15 & 16.




63

Procurement alignment 3,550 3,667
SWOT 3,000 3,333
ABC 3,333 3,778
Make or buy 2,778 3,000
Total cost analysis 4,333 4,556
Monitoring system and metrics 3,778 3,667
Balanced scorecard model 2,556 3,000
Continuous supplier evaluation 3,778 3,889
Contract management 4,444 4,333
Building and developing relationships 4,444 4,444
Product development co-operation 3,556 4,000
Product life-cycle management 3,222 3,556
Procurement risk management 3,556 4,111
Performance objectives 3,556 3,889
Procurement instructions 3,667 3,444
Third party research 2,556 2,778
Table 15 Means of tools in private sector
Procurement alignment 3,500 3,636
SWOT 2,400 2,700
ABC 2,455 2,600
Make or buy 3,091 3,667
Total cost analysis 3,727 3,917
Monitoring system and metrics 3,545 3,600
Balanced scorecard model 2,000 2,182
Continuous supplier evaluation 3,364 3,364
Contract management 4,250 3,917
Building and developing relationships 3,500 3,750
Product development co-operation 3,000 3,417
Product life-cycle management 3,091 3,273
Procurement risk management 3,750 4,000
Performance objectives 2,667 2,727
Procurement instructions 4,100 4,000
Third party research 2,364 2,636

Table 16 Means of tools in public sector

The significance of the differences between the set-out tools was investigated with the

Kruskal-Wallis tests of means and the participants presented sector with the hypotheses of

“HO: the values of category don 't significantly differ between the presented sector” and

“HI the values of category significantly differ with the comparison of presented sector”.
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We achieved the significant values of > 0,05 with the 95% risk interval seen in the Table 17,
with the tools of “Building and developing operative relationships” in the category of the
frequency of use, and “ABC-Analysis”, and “Performance objectives” in the category of
effectiveness. The squared value indicates that the biggest difference between the categories
was seen in the factor of “Performance objectiveness”. The values indicate that all these
factors are more likely to achieve higher values with the 95% risk interval if participant is

presenting a private procurement unit.

Building and developing operative 0,039 4,247
relationships,

Amount of use

ABC-Analysis, Effectiveness 0.0338 4,507

Performance objectives, Effectiveness 0,0205 5,369

Table 17 Kruskal-Wallis test results for segment 3
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7. Discussion and Conclusion

In this part of the research, we introduce the results of the data with the intention on

answering the set research questions in the main topic with statistical basis of this data.

To answer the first sub-question of the research: “Which individual factors can be seen to
have a significant influence in procurement performance?” we can determine from the
results that all the 38 individual factors had an overall mean of 3,732 indicating that the
overall combination of factors is seen to have “some effect” on the procurement performance
of the procuring unit. In this thesis the significant effect of the factors is determined with the
exceeded value of 4 which was exceeded by 14 individual factors. These categories were
divided between five out of the six categories with most of the factors falling in the categories
of: “Staff”, “Procurement planning”, and “Organizational structure”. The factor with the
highest individual mean was the “Information flow amongst the parties” with the mean of
4,700. Following three defining factors of the data were the: “Relevance of skills” with the
mean of 4,300, “Supplier evaluation” with the mean of 4,238, and “Timely procurements”

with the mean of 4,238.

The second sub-question of the research: “What tools of performance are seen to be most
significant for the Finnish procurement units? ” can be answered with the results from the
effectiveness and use of the tools in the Finnish procurement units. The data shows that the
tools that exceeded the mean of 4 in both measured categories were the: “Total cost
analysis”, and the “Contract management”. Factors of “Procurement risk management” and
the “Building and developing relationships” exceeded the mean in the category of
effectiveness of the tool for the procurement performance. With the combined values of both
the mentioned categories were overall seen to be the most significant for the procuring units
as the values with the addition of “Procurement instructions” which achieved the mean

values of over 3,75 in both measured categories.

Third sub-question of the research: “How do the answers differ with the presented sector of
procurement unit (public/private)?” can be analysed throughout the three segments of the
research. The differences in the first segment revolving around the categorical mean
differences of “Supplier Value” and “Financial measures” with the private sector achieving

significantly higher values in these categories. The differences in the means of the category’s
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answers were determined to be dedicated to the differences in the values of the factors of
“Purchased materials cost control”, “Effectiveness of delivery time” and “Vendor rating”.
The category of “Supplier Value” with the private procurement was the only category to
exceed the mean value of 4. With the noted differences of individual factors and the
significant category difference we can determine that private procurement performance is

significantly more defined by the supplier-provided factors and values of the procurement.

Overall, the private sector achieved higher values of mean between all factors with the value
of 3,808 to the public sectors mean value of 3,511. With the differences of means between
the categories the private sector achieved a higher value in five of the six different categories
excluding the category of the “Customer Value”. Out of the set out 59 factors for the six
categories, 19 factors exceeded the threshold value of 4 in the private sector participants and
8 with the public sector participants. With the indication of the higher values of the private
procurement performance we can determine that the private procurement define the
procurement performance with greater values in greater number of categories. This could
imply that private procurement can be easier to define with the greater confidence with the
given factors.

The differences between of sector in the segment 2 of the influence of the individual factors
to the procurement performance was not seen as significant when comparing the formed
categories. The number of high-value factors between the sectors was nearly identical with
the private sector having 16 factors over the threshold of value of 4 and the public sector
with 17 individual factors. The significantly differing factors were found in the category of
organizational structure with the private procurement having a significantly higher mean
value with the factor of “Mission” and the public procurement having a nearly identical high
value with the factor of “Public/Private procurement”. With these findings we can imply that
sectors are not significantly differing between each other accorded to the similarities in
means and common factors. Nevertheless, acknowledgement of the differences between the

factors of “Organizational structure” should be assessed in this segment.

In the third segment of the research of the tools of procurement the differences in the
presented factors were seen significant with the factors of “Building and developing
relationships” in the sector of amount use of the tool, “ABC-Analysis”, and “Performance
objectives” in the sector of effectiveness of the tool. The values indicate that these factors

all had a higher probability of value with the private procurement participants.
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When comparing the categories of segment 1 with the previous literature, we gained
expected results with all the categories achieving means exceeding the value of 3, when
being defined with the Likert scale of 1-5 of frequency. The categories mainly didn’t
significantly exceed the threshold values set in the category in the overall data analysis,
indicating on the indifference between the factors and ensuring that the procurement
performance is defined on multiple levels of the procurement. When discussing on the
overall data of the Finnish procurement performance, we can argue that the categories of this
thesis that can be seen to be the most defining are the “Innovation and Learning” “Supplier
value”, and “IT-Systems” with the means of the categories exceeding the mean of the overall
data. Realistically none of the categories should be left out as the difference of 0,372 between
the highest value category of “Supplier value” and the lowest mean category of “Purchasing

organizational dimension”.

Common defining factors that exceeded the value of means in the overall data were the
represented by a high number of factors coming from the categories of “Supplier value” and
“Financial measures”. The category of “Financial measures” indicate that high-value factors
are associated with the internal competencies of the enterprise in the way of monetary value
in specification all the factors in the category of “Financial measures” were associated with
the preliminary actions of the cost creation with “Budgetary controls”, “Cost accounting”,
“Cost savings” and “Managed spend. These implications strengthen the implied
observations with the high-value factors: “Purchased materials cost control”, “Purchased

materials cost reduction”, and “Budgetary controls” of the category “Supplier value”.

Commonalities presented in the high-value categories related to the supplier interaction are
the factors between the delivery performance with the factors of: “Delivery reliability”,
“Quality of delivery”, and “Effectiveness of delivery time” indicate that delivery is seen as
the most important factor with the supplier relation to define the procurement performance.
Other common factors to be seen relating to the same topic across the categories are the high-
value factors considering the planning and performing of the procurement with the factors
of “Effectiveness of procedures”, “Clarity of processes and procedures”, and “Usability of
procurement tools”. This implies that the procurement units associate the procurement
performance with factors that make the process easier to perform. Categories of significant
difference between the private and public in the first segment of the data were seen to be the

categories of “Supplier value” and the “Financial measures” with the indication of private
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sector participants being more likely to give the factors of these categories a higher rating.
This could imply that the private sector personnel are more likely to associate the
procurement performance with the factors of the mentioned categories. With further analysis
the factors significantly differing within these categories were determined to be: “Purchased
materials cost control” “Effectiveness of delivery time” Vendor rating”. These factors could
imply that the private sector participants define the procurement performance with more
weight on the supplier-based performance indicators. Overall, the definitions of procurement
performance can be seen to be similar with each other with both sectors achieving defining

mean values exceeding 3,2 in all the categories.

The given result of this paper emphasises on the cost centralization of procurement
performance with the implications of defining categories of exceeding the monetary
limitations. With this, we mean that as definition and influencing factors are vast pool of
internal, and external parts of the procurement unit that can be perceived differently due to
the nature of the procurement, organizational structure, or co-operative opportunities should
the gained value be perceived with the intention of being better. As the parts of the
procurement come in cohesion, should the value creation through performance be perceived
as a collection of different segments being progressed within the organization. Regardless,
the answers in this sector show that the procurement performance is highly valued of the

cost-related factors, rather than value creating factors presented.

The significant categories exceeding the overall mean of the data were the categories of
“Staff”, “Procurement planning”, and “Organizational structure”. With all the categories
exceeding the mean of 3,9 and the category of “Organizational structure” exceeding the
threshold value of 4 indicating significant effect on the level of procurement performance.
All the categories exceeded the mean value of 3,3 implying that they have some impact on

the level of procurement performance across the whole data.

The most significant factors of the data were associated with the categories of “Staff”, and
“Procurement planning”. The factors: “Training”, “Relevance of skills”, Experience on the
field of procurement”, “Quality of service”, and “Employee engagement” of the category
“Staff” imply that the procurement performance is heavily impacted by the competence of
the personnel of the procurement unit. The cohesion between the factors “Need
identification”, “Timely procurements”, “Adherence to procurement process” and “Supplier

evaluation” resolve in the level of procurement performance being heavily affected by the
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preliminary planning phase and implementation of the procurement actions to achieve a
greater performance in procurement. The overall highest value gained within this research
was set on the factor of “Information flow amongst the parties” with the mean value of 4,7
across the data. This ensures on the factor that the communication is one of the key factors
affecting procurement performance, as the means of communication work as an important
factor for different parts of the procurement process between the procurement unit, the

different divisions of the organization, the supplier network, and the governmental divisions.

Between the categories there were no indication in differences, but with comparing the
individual factors the effects of the factors “Mission” and “Public/Private enterprise” were
seen to significantly differ between the presented sector of the participant. With higher
values in the private sector, the factor “Mission” implies that the private sector associates
the level of the procurement performance with the set organizational goals. With the greater
association of the factor of “Public/Private enterprise” we can indicate that the public sector
is much more prevalent to the subject of presented sector and procurement performance.
This can also be implied with the implied highlight of the public sector procurement when
concluding on the previous research on the topics. We can imply that both categories are
connected, as the public procurement unit fulfils its purpose with serving the public sector,
and the private sector organization follows their organizations mission as the main goals for

its actions.

With the third segment of the data-analysis we achieved to imply that the most used tools
were seen as the most efficient for the enterprise, with the means of the presented tools were
seen similar in both investigated categories. The most significant tools were seen to be the
“Procurement instructions”, “Contract management”, “Procurement risk management”, and
the “Total cost analysis” with all the tools achieving the mean of at least 3,725 in both the
use and effectiveness of the tool. These tools follow the thematic of the previous findings
with them being linked to the easier performing proper procurement actions, the cost-
controlling actions, and the risk mitigating actions.

When considering the cohesion between the answers on the influential and defining factors
of the procurement performance and the tools, we can discuss on the lack of use of the
presented tools. For example, the tools of “Balanced scorecard model”, “SWOT”,
“Performance objectives”, and “Third party research” all had means under the value 3 in

both measured categories. When considering the previously assessed benefits of the tools,



70

and the categories and factors of significance with procurement performance. Especially the
tool that should be revalidated between the use and perceived effectiveness should be the
“Performance objectives” that’s use revolves around the set metrics for the suppliers, that is
related to the supplier-related factors, and the delivery metrics. The interpretation, that this
tool was not seen to be in correlation with the theoretical background, would imply that the
“Performance objectives” were not set in proper manner, or proper metrics. Within the same
lines, the tool of “Balanced scorecard model” could benefit the procuring units with working
as the tool ensuring the objectives, metrics, the desired values, and the performed actions.
With these mentioned topics, the actions of the enterprise could be accorded to the
organizations core values. In the case of separation of sector-set goals, the balanced
scorecard model could provide the coherence between the sector-based goals, and the

organizational actions.

To conclude: The done study showed that the procurement performance is a
multidimensional topic with varying degrees of factors and definitions describing the
performance of the procurement unit. Most commonly the procurement performance is
defined by the supplier created value and financial metrics, with the private sector procuring
units defining procurement significantly higher through the supplier-based factors. The level
of procurement performance was seen be significantly affected by the competence related
factors of the procurement unit personnel, procurement planning related factors ensuring the
easier functioning of procurement, and the organizational structure with greater effect seen
in the procurement units” mission between the private sector participants and the presented

sector with the public procurement participants.

All the factors of this study were seen to be with some significance in the procurement
performance of the Finnish procurement unit. With the given limitations of data size, we
cannot conclude and form assumptions on the complete Finnish public and private sector
procurement units, rather than working as an indicative research result. It is seen, that with
increased size of study, and better participation rate, this study could gain a value of
assessing larger scale commonalities between the factors and categories. This could perhaps
be enhanced with making the questionnaire with a smaller number of categories and topics
that could lead to more precise answers. This can be achieved with narrowing the study down

to certain points of view of the procurement performance, like the singular topic
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investigation or adding measures that would resolve in the attractiveness of the questionnaire

and participation for the study.

This method of performance investigation with perception based evaluating of factors is seen
to be appropriate with previous research and could be further adapted to Finnish market. The
factors in this data could bring value with their received mean values, and their background
data for further research on Finnish procurement performance investigation, with the
addition of public and private sector data. The means of performance in terms of
effectiveness and efficiency are eternally considering the public and private sector as the
organization, regardless of type will want to achieve their set of goals with better efficiency

and effectiveness.

To achieve further results on the procurement performance should the methodology be more
precisely adapted or given additional time or effort. This could be achieved in including
qualitative measures in individual analysis to help narrowing down the subject and the
number of factors. For example, with the high-valued factors of sectors could be further
analysed with improving them in a thematic workshop within the procurement unit or the

high-value factors could be further analysed with qualitative methodology research.

Feedback received from the questionnaire, that wasn’t brought up in the study was the fact
that it was seen to be hard to answer with the participants ability as the procurement in greater
organizations size is distributed between different sectors creating segregation in evaluating
of procurement performance. Also, some of the questions created confusion with private
procurement personnel and other questions with public procurement unit personnel. This
doesn’t necessarily mean that these factors, were unsuccessful to be presented for both sector

personnel, rather than the way they were presented.
Possible topic proposals based on this thesis:

- Investigating the procurement performance between the divisions of a singular

organization
- Implementation of significant factors to enhance performance of a procuring unit

- Further continuous investigation on performance enhancing actions within the

procurement unit
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Appendices

1 Training utilization rate

2 Employee engagement index

3 Effectiveness of department

4 Effectiveness of policies

5 Effectiveness of projects

6 Effectiveness of procedures

7 Cost per order by customer

8 Effective reflection of customer
requirements into contracts

9 Flexibility

10 Percentage of line items on backorder
to total line items

11 Service level compared to other
divisions

12 The customer guery time

13 Cost per order to suppliers

14 Delivery reliability

15 Early purchasing involvement in
design and development

16 Incoming inspection quality control
and assurance

17 Monitoring requisitioning

18 Purchased materials cost control

19 Purchased materials cost reduction

20 Quality of delivery

21 Requisition completion rate

22 Solvability rate

23 Stock take discrepancy

24 Supplier evaluation

25 Supply chain costs

26 Effectiveness of delivery time

27 Effectiveness of IT systems

28 Effectiveness of ordering time

29 Effectiveness of processing time

30 Efficiency of IT system

31 % of annual contractual commitment
growth compared to previous fiscal
year

32 % of competitive bidding versus sole
source bidding

33 Average € value of commitment per
contracting representative

34 Budgetary controls

35 Cost accounting

36 Cost avoidance

37 Cost benefit/division's operating cost

38 Cost savings
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39 Cycle time

40 Division's annual operating cost

41 Managed spend

42 Number of significant transactions per
fiscal year

43 Profit centre

44 Purchasing audit

45 Purchasing ratios

46 Vendor rating

47 % of contractors that are evaluated

48 Clarity of processes and procedures

49 Effectiveness of procurement plans

50 Number of claims/contractual disputes

51 Purchasing management quality

52 Purchasing research

53 Purchasing staff

54 Purchasing system and procedures

55 Ratio of completed contracts during
the fiscal year to the number of staff

56 Reliability of cycle time

57 Training and motivation of purchasing
staff

58 Usability of procurement tools

59 Group  purchasing  organization
participation rate

Appendix 5 Segment 1: Questionnaire
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1 Training
2 Relevance of skills
Experience on the field of
3 procurement
4 Safety of staff
5 Dependability of staff
6 Flexibility of staff
I Employee engagement
8 Quality of service
9 Knowledge of supply market
10 Mission
11 Public/private enterprise
12 Management
13 Information flow among parties
Adequacy of allocation or
14 resources
Budget reviews to cater for
changes in the economic
15 environment
Tender award based on resources
16 availability and confirmation
17 Need identification
18 Planning is participatory
19 | Adherence to procurement process
20 Timely procurements
21 Supplier evaluation
22 Quality management
23 Supply chain planning
24 Number of suppliers
25 The use of joint procurement
26 Internal controls
27 Contract timelines
Monitoring and evaluation of
28 projects
29 Decision speed
30 Procedures divided into lots
31 | Missing buyer registration number
Missing previous publication
32 number
Missing supplier registration
33 number
Direct awards/Single supplier
34 without competing
35 Industry mandates
36 Location mandates
Mandates on the type of
37 organization (Private/public)
38 | Competition/lack of competition

Appendix 6 Segment 2 questionnaire
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Tool Never Rarely Sometimes Usually Always
Procurement alignment

SWOT-Analysis

ABC-Analysis

Make or Buy decision making

Total cost analysis

Monitoring system and monitoring metrics

Balanced scorecard model

Continuous supplier evaluation

Contract management

Building and developing co-operative
relationships with suppliers

Product development co-operation

Product life-cycle management

Procurement risk management

Performance objectives

Procurement instructions

Third-party research

Appendix 7 Segment 3 questionnaire, amount of use

No effect No significant effect = Some effect Significant = Major effect
effect

Procurement alignment
SWOT-Analysis
ABC-Analysis
Make or Buy decision making
Total cost analysis
Monitoring system and monitoring
metrics
Balanced scorecard model
Continuous supplier evaluation
Contract management
Building and developing co-operative
relationships with suppliers

Product development co-operation
Product life-cycle management

Procurement risk management
Performance objectives
Procurement instructions
Third-party research

Appendix 8 Segment 3 questionnaire, Effectiveness of tool



