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The quality of vocational education is at risk as the savings pressure for public organizations
gets higher each year unless successful research on alternative sources of cost savings is
conducted. Increased procurement proactiveness and the structural decisions regarding the
ideal level of centralization have a direct effect on organizational cost-effectiveness.
Therefore, the aim of this master’s thesis is to examine how public procurement could be
reorganized from a reactive decentralized model towards a proactive centralized model. For
this purpose, a case study is conducted in the field of vocational education.

The research was conducted as a qualitative single case study. Insights gathered from semi-
structured interviews were utilized as the primary data and analysed using the content
analysis method. Additionally, secondary data were gathered from a previously conducted
benchmark.

According to the research findings, the current state of vocational education, and the
challenges related to the decentralized model such as lack of proactive planning and
maverick buying behavior, drove the case organization to centralize their procurement.
Additionally, the benefits of centralization were perceived as better in line with the
objectives of the case organization’s procurement reorganization process. Based on the
findings, a new procurement process was built, and multiple suggestions were made on how
to implement the centralization in each step. These recommendations include, for instance,
measures that improve the case organization’s resource allocation.
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Ilman vaihtoehtoisiin sddstokohteisiin keskittyvad tutkimusta on vaarana, ettd ammatillisen
koulutuksen laatu on uhattuna julkisiin organisaatioihin kohdistuvien sédéstopaineiden
kasvaessa. Hankinnan proaktiivisuuden lisddmiselld ja rakenteellisilla paétoksilla
ihanteellisesta  keskittdmisen tasosta voidaan suoraan vaikuttaa organisaation
kustannustehokkuuteen. Tdmén pro gradu -tydn tavoitteena on tutkia, kuinka julkinen
hankinta voidaan uudelleenorganisoida reaktiivisesta hajautetusta mallista kohti
proaktiivista keskitettyd mallia. Tdhén liittyva tapaustutkimus toteutettiin ammatillisen
koulutuksen alalla.

Tutkimus toteutettiin laadullisena tapaustutkimuksena. Tutkimuksen pédaineistona
kéytettiin puolistrukturoitujen haastattelujen havaintoja, joita analysoitiin sisdllon
analyysimenetelmalld. Lisdksi sekundiériaineistoa kerdttiin aiemmin toteutetusta
vertailuanalyysista.

Tutkimustulosten mukaan ammatillisen koulutuksen nykytila ja  hajautettuun
hankintamalliin liittyvdt haasteet kuten ennakoinnin puute ja ohjeista piittaamaton
hankintakdyttdytyminen ajoivat tutkimuksen kohteena olevan organisaation keskittimédn
hankintatoimensa. Tdmin liséksi keskittdmisen hyotyjen katsottiin vastaavan paremmin
organisaation hankinnan uudelleenorganisointiprosessin tavoitteita. Tutkimustuloksiin
pohjautuen hahmoteltiin uusi hankintaprosessimalli ja tehtiin useita ehdotuksia
keskittamisen toteuttamiseksi hankintaprosessin eri vaiheissa. Néihin ehdotuksiin kuuluvat
muun muassa toimet, jotka parantavat organisaation resurssien kohdentamista.
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1 Introduction

Each year the Finnish government, municipalities, and congregations spend roughly 45
billion euros as they purchase goods, services, and public works (Public Procurement
Advisory Unit, 2024). This amount can be considered significant as it makes up around a
fifth of Finland's gross domestic product (Finnish Government, 2024). Therefore, it is crucial
for these public authorities to have an effective procurement system that guarantees the best
possible use of public funds. Thus, procurement is considered a core activity for public
managers seeking to create public value. (Petersen, Jensen & Bhatti, 2022) The significant
value of public procurement also entails a potential for substantial cost savings. However, it
must be acknowledged that the matter of cost savings in public procurement is complex, as
savings potential should only mean actions that increase efficiency without compromising

the quality of public services. (Pyykkonen, Halonen, Tukiainen & Parviainen, 2023)

Finland’s economy has gradually started moving out of recession. Despite the adjustment
measures that the governments have taken to rebalance the public finances, the pressure for
new cost-saving measures remains high. (Bank of Finland, 2024) Public procurement plays
a key role in rebalancing the public finance and the expectations for it are high due to its
relevance in public value creation. Moreover, public procurement is acknowledged to be a
core influencer when seeking both cost-effective and high-quality public services. (Koiste,

Siranko & Lemola, 2023)

The Ministry of Education and Culture's branch of the Finnish government has proposed
significant savings measures to the funding of vocational education and training. Moreover,
according to the Budget proposal for 2025 the funding for vocational education will decrease
by 120 million euros. (Government Communications Department, 2024) The negative
impact that these major cost savings could have on the quality of education cannot be
ignored. As a result, the field of vocational education is seeking alternative savings measures
to adapt to the new budget constraint without compromising the quality of the public services

they provide.



One way to achieve cost savings is procurement centralization. This argument is based on
the notion that centralization of procurement activities creates synergy benefits. These
benefits can be divided into three categories: economies of scale, process, and information
and learning. Economies of scale refer to cost savings as unit costs are lower due to increased
market power, higher volume and standardized categories. Economies of process refer to the
cost savings as a result of reduction of duplicated efforts in multiple purchasing process
phases. Lastly, economies of information and learning enable knowledge sharing and the

best use of purchasing skills that ensure efficiency. (Karjalainen, 2011)

During recent years the level of centralization has received a great deal of attention from
scholars in the public procurement context. It has been viewed as one of the most relevant
structural decisions of public procurement when aiming to improve performance. Even
though the research interest regarding the level of centralization in the context of public
procurement is longstanding, there is no consensus on the results whether public
procurement should implement centralization or decentralization strategies to reach certain
outcomes. (Patrucco, Agasisti & Glas, 2021) Therefore, as there is no one-size-fits-all
solution for deciding the level of centralization, each case ought to be individually studied

in its given circumstances.

Based on the above reasons, the topic of this thesis is reorganizing public procurement from
decentralized model towards a centralized model. The changed environment in the field of
vocational education and the mixed results of previous literature combined, create a strong
motive for this thesis. Moreover, the quality of vocational education is at risk as the savings
pressure gets higher each year, unless successful research on alternative sources of cost
savings is conducted. The thesis is conducted as a single case study in the field of vocational
education using qualitative data from one organization. As a result of co-operation
negotiations, the case organization has decided to reorganize their procurement and its
processes. The reorganization process of their procurement entails several steps that together
aim to optimize the supply process, increase efficiency, and create cost savings. Some of
these steps have already been taken and next up is the reformation of the procurement model

guided by this thesis.
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The case organization acknowledges that the current procurement relies too much on
reactive measures. Moreover, instead of proactively planning purchases ahead, the trigger
for the buying process is often a reaction to a stockout. Through procurement centralization
the case organization aims to change this trigger from reaction to proactiveness.
Consequently, the aim of this thesis is to examine how public procurement should be
reorganized from a reactive decentralized model towards a proactive centralized model by
understanding the motives for the centralization and by reviewing the current procurement
model and the requested features of the new model. Therefore, the main research question

is:

Q1: How can public procurement be reorganized from a reactive decentralized model towards

a proactive centralized model?

In order to address the main research question three sub-research questions were developed:
Q2: What are the drivers and objectives behind the procurement centralization?
Q3: How is procurement currently organized in the case organization?

Q4: How should the new centralized procurement be organized?

The first sub-question examines both the drivers and the objectives behind the centralization.
Whereas understanding the drivers is critical since they function as a foundation for the
reform, understanding the objectives is crucial since it ensures the alignment between the
objectives and the reform itself. Before the new model can be addressed one must first
understand the current procurement model. Due to the high level of decentralization, the
organization is lacking a clear picture of its supply functions. Therefore, sub-question two
focuses on mapping down the current model. The last sub-research question will give the
case organization’s employees a chance to express their thoughts regarding the structure and

the features of the new model.

The thesis consists of six main chapters: introduction, case background & conceptual
framework, theoretical background, methodology, findings, and conclusions. The
introduction briefly presents the research problem, research objectives, research questions,
and thesis structure. Secondly, the background of the case and the conceptual framework of

this thesis are introduced. Thirdly, the theoretical background of procurement, especially
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public procurement, procurement models, and procurement proactiveness is reviewed.
Chapter four will introduce the methodology of the research before chapter five presents the
findings of it. Lastly, chapter six will conclude the thesis by providing answers to the
research questions and comparing the results with the previous literature. Additionally, the
final chapter discusses the limitations of the research and provides suggestions for further

research.
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2 Case background & conceptual framework

The research topic was assigned by a public sector operator in the field of vocational
education aiming to improve its current procurement. The aim of this chapter is to introduce
the background for the case of this thesis and to outline the conceptual framework for it. The
information used in this chapter was gathered from the case organization in order to better

understand the state of vocational education and the case specific conditions.

According to the case organization the current state and environment for vocational
education is challenging. Vocational education is partly dependent on state economy. As the
services that vocational education units provide are financed by municipalities, their
negative economic circumstances are reflected in the financing of these units. To address
these poor economic circumstances, the way funding is allocated is changing. In the future
the funding is affected by its effectiveness. In other words, in the future the units of
vocational education will receive funding based on their students’ employment and
postgraduate studies. The results of this reform are yet to be seen, but one effect it could
have would be the discontinuation of certain educations that do not result in high levels of

employment or postgraduate studies compared to other fields.

As aresult of co-operation negotiations, the case organization is aiming to achieve 3-million-
euro annual savings starting from the year 2025. The potential for cost savings in their
procurement is acknowledged and procurement centralization is one of the means to achieve
these savings. It has also been acknowledged that through changes in procurement also other
objectives can be achieved. For example, nowadays, a growing number of learning
disabilities are recognized in the classrooms and in order to address them, teachers' resources
should be directed to the core activity, i.e. teaching, not in procurement activities. In other

words, by centralizing procurement activities, resource allocation can be enhanced.

Due to the above-mentioned reasons, the case organization has decided to reorganize their
procurement and its processes. The reorganization process of their procurement has several
steps that together aim to enhance the supply process, increase efficiency, and create cost

savings. The reorganization process is illustrated in Figure 1 and explained below.
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The first step of the reorganization process has already been taken as the case organization
conducted a third-party procurement audit. As a result, the organization now has a
comprehensive understanding of its current suppliers and contracts. The results of the audit
highlighted that by making the procurement processes more effective and standardized the
organization can achieve substantial savings. In addition to the audit the case organization
also conducted a supply benchmark with another operator in the field of vocational
education. The benchmark resulted in valuable insights into how the new centralized
procurement could function in practice. In addition, best practices were identified regarding

the technical platform implementation.

The next step in the process “reformation of the procurement model” creates the frame for
this thesis. As a result of the cooperation negotiations, one of the means to achieve cost
savings in the case organization is to centralize procurement. Therefore, the thesis will focus

on the formation of the new centralized procurement model.

Once the thesis’s research on the new procurement model is completed, the next step in the
process will be to create a new procurement team. The final steps of the reorganization
process of the procurement are the technical implementation (ticketing system) and
redesigning logistics. However, it must be acknowledged that the steps of the reorganization
process are not separate from each other, meaning that they are strongly interconnected and
even occur simultaneously. In other words, the insights gathered from the earlier steps
influence the upcoming steps and even though this thesis focuses on the step “reformation

of the procurement model” it will touch upon the next steps as they are interconnected.

REFORMATION OF CREATION OF ANEW TECHNICAL REDESIGNING
LELEINIZ L BENCHMARK THE PROCUREMENT SUPPLY TEAM IMPLEMENTATION LOGISTICS
MODEL

Figure 1: The reorganization process of procurement in the case organization

As a conclusion Figure 2 below outlines the conceptual framework for this thesis. As the
figure demonstrates, the case of this thesis is from the public sector and from the field of
vocational education. As vocational education is facing significant pressure for cost savings,

the case organization has decided to address the pressure by optimizing their procurement.
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Moreover, the case organization has launched the previously introduced procurement

reorganization process.

PUBLIC PROCUREMENT & VOCATIONAL EDUCATION

PRESSURE FOR COST SAVINGS

l

PROCUREMENT OPTIMIZATION

1

THE REORGANIZATION PROCESS OF
PROCUREMENT IN THE CASE ORGANIZATION:

REFORMATION OF CREATION OF A NEW TECHNICAL REDESIGNING
THIRD PARTY AUDIT BENCHMARK THE PROCUREMENT PROCUREMENT IMPLEMENTATION LOGISTICS
MODEL TEAM u
DECENTRALIZED CENTRALIZED
PROCUREMENT ‘\\ PROCUREMENT
CURRENT MODEL REORGANIZED
PROCUREMENT MODEL

Figure 2: Conceptual framework

As mentioned, and illustrated in Figure 2 above, this thesis will concentrate on the
“reformation of the procurement model”. Currently the case organizations’ procurement is
decentralized, and the aim of the thesis is to examine how they should reorganize their

procurement towards a more centralized model to optimize their procurement functions.
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3 Theoretical background

The theoretical framework of the thesis consists of procurement related topics relevant for
the case study by combining public procurement, procurement models and proactive
procurement (Figure 3). The aim of this chapter is to review previous literature on
procurement, especially on public procurement, procurement models, and procurement
proactiveness. Firstly, procurement and its structure and process flow are reviewed.
Secondly, public procurement and how it differs from private sector procurement is
examined. Thirdly, the levels of centralization of procurement are compared. Lastly, the

chapter will move on to review literature on proactive procurement.

PROCUREMENT
PUBLIC PROACTIVE
PROCUREMENT PROCUREMENT
PROCUREMENT
MODELS

Figure 3: Theoretical framework

3.1 Procurement

The case organization acknowledges that by making both structural and process related
changes to their procurement, improvements in efficiency and performance can be made and
cost savings can be made. For these reasons, the thesis will firstly review the current
literature on procurement by focusing its role and on the procurement structures and process

flows.
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Both in practice and in literature, terms procurement and purchasing are used
interchangeably. Moreover, agreements on how to use or define them precisely do not exist.
However, there are ways to define and differentiate them. Whereas purchasing can be
defined as the management of the organization’s external resources in a way that the supply
of goods is secured, procurement is a wider term, as it includes all the necessary activities
required to get the purchase form the supplier to its destination in the organization’s value
chain. (Van Weele, 2014) Due to this interchangeability of the terms, this thesis will utilize

literature on both, even though the chapters are named as procurement.

According to Van Weele (2014) the primary tasks of procurement are to secure timely and
undisturbed availability of goods both in short and long-term, drive cost control, i.e. that the
goods are purchased at the lowest total cost of ownership, and enhance risk management,
and continuous improvement. By executing its tasks successfully, procurement can
positively influence organizational profitability, increase competitiveness, and contribute to
business continuity. Therefore, it is evident that the role of procurement is fundamental in

any organization. (Roberta Pereira, Christopher & Lago Da Silva, 2014)

Over the past decades, due to the dynamically changing environment, scholars have agreed
that the role of procurement should change from a tactical to a more strategic level in order
to create long term value. Moreover, in order to achieve competitive advantage, it is widely
acknowledged that proactive value-focused rather than passive cost-focused procurement
strategies ought to be implemented. (Tassabehji & Moorhouse, 2008) Strategic procurement
can be defined as “the process of planning, implementing, evaluating, and controlling
strategic and operative purchasing decisions for directing all activities of the purchasing
function towards opportunities consistent with the firm’s capabilities to achieve its long-

term goals” (Glock & Hochrein, 2011).

Another change that procurement has faced during the past decades is the widespread
adoption of e-procurement (Johnson & Klassen, 2005). E-procurement can be defined as
“internet solutions that facilitate corporate purchasing” (Ronchi, Brun, Golini & Fan,
2010). The main benefits that organizations aim to achieve by implementing e-procurement
are improved efficiency, reduced procurement costs, and enhanced flow of information
along the supply chain. E-procurement is a broad term that includes e-technologies such as
e-coordination. E-coordination technologies automate procurement processes, for example

within the organization through a purchase-order system. (Johnson & Klassen, 2005)
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3.1.1 Procurement structure

Organizational structure consists of the following variables: formal system of
communication, coordination, control, division of labor, authority, and responsibility. The
processes of assessing and selecting the structure can be referred to as organizational design.
The aim is to select a structure that enables the organization to achieve its strategic goals.
The selection of these structural variables also influences the procurement design. The
structural variables of procurement itself include standardization, involvement,
specialization, configuration, formalization, and (de)centralization. = The level of
standardization defines how precisely organizational routines and activities are defined.
Through standardization, effectiveness and accuracy can be increased and variability
lowered. The variable of involvement can be divided into lateral and vertical involvement.
Whereas lateral involvement defines the number of departments participating in
procurement, vertical involvement defines the levels of hierarchy. The division of labor in
organizations is determined through specialization. Configuration as a structural variable
refers to the design of the authority structure. Formalization refers to the degree to which an
organization directs behavior through rules and procedures, meaning that in a highly
formalized organization the way in which tasks ought to be completed is limited. Lastly the
structural variable of (de)centralization defines the degree to which decision-making
authority is concentrated. Out of the six variables, (de)centralization is the most researched.
(Glock, & Hochrein, 2011) The level of centralization is reviewed in more detail in chapter

3.3.

According to Patrucco et al. (2021) the relevance of structural decisions regarding
procurement is highlighted in the public procurement context due to public organizations’
role in value creation. They argue that, in the public procurement context, the most relevant
structural variables of procurement are the level of centralization, the degree of
standardization and formalization, and the type of tools (digital procurement and e-
procurement) used to support procurement. These structural variables and their different

combinations affect organizational performance.
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3.1.2 Procurement process

Multiple ways to define procurement or purchasing process can be found in the existing
literature. As mentioned, according to Van Weele (2014) the terms procurement and
purchasing are used interchangeably. This also applies in the context of process models.
Therefore, although the chapter is named “procurement process”, it will review both
procurement and purchasing processes according to the term used in the articles in question.
One way to differentiate these processes is to divide them into linear and cyclical process
models (Béickstrand, Suurmond, van Raaij & Chen, 2019). This chapter will review some of
these process models and examine the circumstances where a linear or a cyclical process

model is the most suited to demonstrate the process flow.

According to José¢ Garrido-Samaniego, Maria Gutiérrez-Arranz & San José-Cabezudo
(2010) procurement process consists of five linear steps: recognition of need, determining
specifications, search for suppliers, assessing alternatives, and purchase. Mimovi¢ & Krsti¢
(2016) add a post-purchase step into the procurement process as they define identifying
needs, defining services, forming the list of suppliers, supplier selection, and evaluation of
supplier’s performance as the five main steps of a procurement process. Van Weele (2014)
extends the process even further as they define the purchasing process as a linear six step
process that can be divided into tactical purchasing and order function. The process is
demonstrated in Figure 4 below and explained next. According to them, the first step of the
tactical purchasing process is determining the specifications for the needed purchase. These
specifications include the required quality and quantities. The second step is to select the
supplier. In order to select the best possible supplier, procedures and routines ought to be
developed. The third step is contracting that consists of preparing and conducting
negotiations with the selected supplier. The fourth step, “ordering”, is the first step of the
order part of the process. In this step the order is placed, and the aim is to develop efficient
purchase handling routines. The fifth step “expediting” aims to monitor and control the order
before it is received in order to secure the supply. The last, sixth step of the process consists

of follow-up and evaluation measures such as supplier claims.
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TACTICAL PURCHASING

e
”~ Y
DETERMINING SELECTING
SPECIFICATIONS THE SUPPLIER CONTRACTING —|
L FOLLOW-UP &
ORDERING EXPEDITING EVALUATION
L . -
W
ORDER FUNCTION

Figure 4: Linear purchasing process (Modified from van Weele, 2014)

Béckstrand et al., (2019) in their article point out that the linear purchasing processes might
be more suited for one-off purchasing. However, in case the buying organization has
experience in buying the item in question or has knowledge of the supplier, cyclical
purchasing process models better illustrate the process flow. In cyclical process models, after
each step has been taken, the process starts again. The purchasing model demonstrated in

Figure 5 below highlights this cyclical aspect of a purchasing process.

IDENTIFYING &

ANTICIPATING
NEEDS
MEASURING &
EVALUATING EVALUATING
SUPPLIER SUPPLIERS

PERFORMANCE

RELEASING

BTN SELECTING

REQUIREMENTS

Figure 5: Cyclical purchasing process (Modified from Béckstrand et al., 2019)
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As demonstrated in Figure 5, the continuous measuring and evaluation of supplier
performance leads to identification and anticipation of future needs. In other words, the
information gained from the previous purchase can be utilized in future purchasing. Other
steps included in the process are evaluating suppliers, selecting suppliers, and releasing

purchase requirements. (Béckstrand et al., 2019)

3.2 Public procurement

The case organization of this thesis is a public organization and therefore affected by the
laws and regulations on public procurement. Thus, this chapter will look into public

procurement in Finland and compare public procurement with private sector procurement.

Public procurements are purchases of goods, services, and construction contracts that the
procurement entities defined in the procurement legislation make outside their own
organization (Ministery of Economic Affairs and Employment of Finland, 2024). Raymond
(2008) in their article defined five key principles of public procurement. According to the
article, the main principle of public procurement is value for money, meaning that the public
sector should always strive to achieve both the best return and performance for their money
spent. Moreover, the lowest price is not always the only criterion that the purchaser should
consider. In addition to price, supplier evaluation criteria should include, for example, past
performance records and specific technical capabilities. Another crucial principle of public
procurement is ethics. Public procurement professionals are expected to follow good
business ethics in their purchasing operations and are often held to higher standards of ethical
conduct than professionals in the private sector. Thirdly, competition is one of the key
principles guiding public procurement. Competitive tendering is believed to reduce
favoritism, improve quality, reduce prices, and improve overall competitiveness among the
suppliers. The last two key principles are transparency and accountability. Whereas the
principle of transparency is often linked to openness and means to tackle corruption, the
principle of accountability can be defined as being accountable to the public while also

taking politics into account.
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3.2.1 Public procurement in Finland

Public procurement makes up a significant share of the public sector’s overall budget.
Moreover, the purchasing volume and value of public procurement are at the same level, if
not even higher, than in numerous private organizations. (Stentoft Arlbjern & Vagn Freytag,
2012) As mentioned, according to the Public Procurement Advisory Unit (2024) the annual
total value of public procurement in Finland is around 45 billion euros which amounts to
around a fifth of Finland's gross domestic product. Depending on the way this amount is
calculated, the value can even be significantly higher as Kivisto & Virolainen (2019), unlike
the traditional statistics, included the procurement spend of publicly owned corporations into

their calculations.

Public procurement ought to be carried out in accordance with national procurement
legislation and the directives of the European Union. In Finland the responsibility for
legislation preparation regarding public procurement rests with the Ministry of Economic
Affairs and Employment. (Ministery of Economic Affairs and Employment of Finland,
2024) As member of the European Union (EU), Finland’s procurement legislation is guided
by the procurement directives of the EU. On the national level, public procurement is subject
to The Act on Public Procurement and Concession Contracts. The Act applies if the
contracting authority is central or local government or joint municipal, the Evangelical-
Lutheran and Orthodox churches of Finland and their parishes, state commercial institution,
institutions of public law character, or any party conducting a procurement when it has
secured the support in doing so of a contracting entity amounting to more than half of the
value of the procurement. The Act aims to enhance efficient use of public funds, promote
high quality, innovative and sustainable procurement, and ensure equal opportunities for
enterprises in providing goods, services, and public works contracts in competitive
tendering. Procurement units are obligated to arrange their procurement activities so that
procurements can be carried out as economically, qualitatively, and systematically as
possible, taking advantage of the existing competitive conditions and taking environmental
and social aspects into account. In addition, procurement ought to be organized in such a
way that small and medium-sized companies and other entities can participate in tenders on
an equal basis with other tenderers. (The Act on Public Procurement and Concession

Contracts, 1397/2016) Moreover, tendering as part of this process is fundamental when
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seeking not only transparency and efficiency but also equality and non-discriminatory
treatment of tenders. In order to achieve these conditions for the procurement process,
tenders ought to be treated equally, and the contracts should be awarded based on predefined
criteria. These criteria include the lowest price and or the most economically advantageous

tenders. (Ministery of Economic Affairs and Employment of Finland, 2024)

3.2.2 Private versus public sector procurement

In their article Stentoft Arlbjern & Vagn Freytag (2012) draw together some of the main
differences between private and public sector procurement. These differences are gathered

in Table 1 and addressed below.

PUBLIC SECTOR PRIVATE SECTOR
DEMANDS MULTIPLE & VARY DEMANDS LESS COMPLEX
MULTIPLE OBJECTIVES MAIN OBJECTIVE IS PROFIT

EU’S PUBLIC PROCUREMENT DIRECTIVE

USERS CITIZENS

TARGET GROUPS IDENTIFIED BY RIGHTS

CHANGES POLITICALLY DRIVEN

EXPERTS & POLITICIANS DEFINE SERVICES

BUDGET-DRIVEN

LESS GUIDED BY LEGISLATION

USERS CUSTOMERS

SEGMENTATION

CHANGES DEMAND DRIVEN

END USERS DEFINE SERVICES

MARKET INNOVATION DRIVEN

Table 1: The main differences between the private & public sector procurement

First of all, researchers have argued that the demands for public procurement appear to be
greater when compared with the private sector. These demands can be divided into external,
internal, context, and process demands. External demands include transparency, integrity,
and accountability. On the other hand, internal demands include multiple goals, political
goals, and multiple stakeholders. As an example of a context related demands, the public

sector procurement is often more budget driven and culturally specific. Lastly, process
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demands of the public sector highlight long-term relationships and cooperation with other

public authorities. (Stentoft Arlbjern & Vagn Freytag, 2012)

Stentoft Arlbjorn & Vagn Freytag (2012) in their article also point out that the objectives of
the public sector procurements are wider when compared with the main objective of the
private sector. Moreover, whereas the objective of the private sector is profit, the public
sector’s objective scope is wider in terms of the diversity and needs of customers being
served. These objectives include the effective delivery of public services, such as social

services, education, transport, and defense.

In the European Union one major difference between private and public sector procurement
is that public procurement is subject to special legislation guided by the EU’s Public
Procurement Directive. This directive puts a high emphasis on transparent and competitive
procedures that highlight fair and open competition. (Stentoft Arlbjern & Vagn Freytag,
2012)

Public procurement is also more heavily influenced by politics than private sector
procurement. Firstly, users of goods provided by the public procurement are citizens rather
than customers and the target groups are identified by rights, not by segmentation which is
more common in the private sector. In addition, changes can be viewed as politically driven
more than demand driven. Whereas in private sector procurement, the end users have a major
role in defining the services, in the public sector they are mostly defined by experts and
politicians. Lastly, it can be argued that public organizations are mainly budget-driven
whereas the private sector enterprises emphasize market innovation. (Stentoft Arlbjern &

Vagn Freytag, 2012)

3.3 Procurement models

Johnston & Bonoma (1981) determined the level of centralization as the degree to which
responsibility, authority, and power are distributed within an organization. The procurement
models can be divided into three: centralized, decentralized, and hybrid model based on the
locus of purchasing control (McCue & Pitzer, 2000). As mentioned, the level of

centralization has been viewed as one of the most relevant structural decisions of public
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procurement (Patrucco et al., 2021). Even though multiple studies have been conducted
regarding the levels of centralization, most of them focus on the private sector and
comparisons of their impacts are scarce. To address this lack of comparisons Kanepejs &
Kirikova (2018) in their article conducted a comprehensive literature review on the matter
as they argued that finding the optimal level of centralization is a complex task since the
choice is always a tradeoff that will have both positive and negative impacts. Therefore, it is
vital to compare the impacts and evaluate which level is in line with the organization’s
objectives. Thus, this chapter will review literature on procurement models and examine the

pros and cons of the different levels of centralization.

3.3.1 Centralized procurement

In a centralized model the responsibility and authority regarding procurement is clearly
articulated, meaning that a central purchasing department is responsible for the decision
making and control, whereas for other units, purchasing rights are limited to requesting
goods and services. It can be described as a hierarchal model of command and control.
(McCue & Pitzer, 2000) Moreover, in a centralized procurement model a central purchasing
department externally negotiates the purchases on behalf of the organization and delivers

them internally (Petersen et al., 2022).

Several advantages can be gained through the centralized procurement model. According to
McCue & Pitzer (2000), centralized procurement prevents waste and inefficiency. They also
argue that, by centralizing procurement, procurement planning can be maximized.
Additionally, centralization enables a professional approach in purchasing and thereby limits
emergency buying situations that occur when employees are not adequately trained. Li &
Shi (2019) add that also lower stockout risk and improved efficiency of resource allocation
can be seen as advantages of procurement centralization. Karjalainen (2011) in their research
presented empirical evidence of the cost effects of centralization in the public sector.
Moreover, they verified the existing consensus among academics that centralization creates
savings through synergy benefits by measuring the effect that centralization has on
purchasing costs. These synergy benefits can be divided into three categories: economies of
scale, process, and information and learning. Economies of scale refer to cost savings as unit

costs are lower due to increased market power, higher volume and standardized categories.
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Economies of process refer to the cost savings as a result of the reduction of duplicated
efforts in multiple purchasing process phases. Lastly, economies of information and learning

enable knowledge sharing and the best use of purchasing skills that ensure efficiency.

The centralized procurement model is not without disadvantages. Karjalainen (2011) in their
article summarized some of the main disadvantages that ought to be kept in mind when
considering centralization. These disadvantages include attitudinal issues such as maverick
buying, meaning that the internal stakeholders might be motivated to bypass the centralized
procurement process. Another disadvantage is slowness in the centralized process as
response times might extend. Additionally, there might be a lack of information regarding
the needs of the decentralized units that could hinder the centralized purchasing department.
Lastly, the article points out that oligopolies might be formed due to the increased purchasing
volumes that could eventually lead to a decrease in competition and thereby to increased

prices.

3.3.2 Decentralized procurement

In a decentralized procurement model, there is no central authority, meaning there is no
purchasing department nor assigned purchasing staff as the responsibility for purchasing
practices lies with the individual stakeholders (McCue & Pitzer, 2000). In other words,
Petersen et al. (2022) describe it as a procurement model that allows each individual unit of

the organization to purchase goods directly from the private market.

According to Petersen et al. (2022) one of the main advantages of decentralized procurement
is flexibility. Decentralization takes customized requirements into account as a one-size-fits-
all approach might not always be the ideal solution. Additionally, the fact that responsibility
and information are maintained within the decentralized units is seen as an advantage. The
authors argue that decentralized procurement is less exposed to suppliers’ dominant market
position. Additionally, as items are being purchased from various suppliers, competition
lowers the risk of supplier moral hazard. McCue & Pitzer (2000) add that a decentralized
purchasing unit is capable of accomplishing the purchasing function quickly and more

efficiently than a centralized control-driven procurement process.



26

Decentralized procurement model has its disadvantages. For decentralized procurement, per
item costs are higher as smaller volumes are purchased, which weakens the buyer’s
negotiation position. Another downside is that it is harder to monitor compliance with the
organizational purchasing rules as purchasing relays on the unit’s own judgement and there
is no central monitoring authority. Additionally, decentralized procurement might lack

information sharing between the units. (Petersen et al., 2022)

3.3.3 Hybrid model

Hybrid procurement process divides the purchasing tasks between the head office and local
offices (Trautmann, Bals & Hartmann, 2009). According to Munson & Hu (2010) most
organizations combine features of centralized and decentralized procurement models. These
combinations create hybrid procurement models which determine the level of centralization
for example through product categorization (Karjalainen, 2011). One way to execute hybrid
procurement is through “centralized pricing with decentralized purchasing”. In this
approach, even though a centralized procurement unit negotiates the contracts with the
selected suppliers for the entire organization, each decentralized unit is responsible for
defining order quantities and order cycles and, eventually, ordering the items. The aim of a
hybrid approach is to gain the advantages of both centralized and decentralized procurement.

(Munson & Hu, 2010)

3.3.4 Comparison of the procurement models

Now that the levels of centralization have been individually reviewed, the thesis will next
compare these procurement models and explore the circumstances where they are most
suited. Firstly, in order to compare the centralized and the decentralized procurement
models, both the advantages and the disadvantages of the two models are gathered in Table

2. All the advantages and disadvantages were explained above in their designated chapters.
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ADVANTAGES DISADVANTAGES

* Prevents waste and inefficiency » Attitudinal issues such as maverick buying

* Maximizes procurement planning * Slowness in the centralized process

* Enables a professional approach * Lack of information regarding the needs of the
é * Limits the emergency buying situations decentralized units
8 * Lowers stockout risks * Oligopolies / decrease in competition and thereby
s » Improves efficiency of resource allocation increased prices.

* Economies of scale

* Economies of process

* Economies of information and learning

* Highlights flexibility * Per item costs are higher

* Takes customized requirements into account * Negotiation position is weak

* Responsibility and information are maintained ¢ Harder to monitor compliance with the
d within the decentralized units organizational purchasing rules
8 * Less exposed to suppliers’ dominant market * Lack of information sharing between the units
s position

* Competition lowers the risk of supplier moral

hazard

*  Quick and efficient

Table 2: Advantages and disadvantages of centralized & decentralized procurement models

As both models entail advantages and disadvantages, the choice between the two can be seen
as a tradeoff. Moreover, as can be seen from Table 2 above, the advantages and

disadvantages of the models are often the opposite of each other.

McCue & Pitzer (2000) compared procurement models through generalizations using three
variables: efficiency, control, and accountability. Firstly, efficiency can be seen as the
organizational objective of the centralized model, and it is believed that, through
concentrating decision making to a purchasing department, procurement efficiency can be
enhanced. In decentralized model, the assumption is that efficiency is increased by reducing
this hierarchy and bureaucracy, as it is believed that the decentralized units are better aware
of their specific procurement needs. Secondly, in a centralized procurement model, control
is valued over flexibility. In a decentralized model, bureaucratic control is minimized as
providing purchasing flexibility is being seen as the best approach. In return, the
decentralized purchasing units are expected to always act in the best interest of the
organization as they utilize their purchasing freedom. Lastly, whereas centralized
procurement model emphasizes accountability by controlling individual behavior through

hierarchy, decentralized model trusts in the units’ knowledge-based judgement.

The conditions under which procurement centralization or decentralization would be most

beneficial differ. According to Corey (1978) centralization is a valid option when at least
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two locations have common procurement needs. Faes, Matthyssens & Vandenbempt (2000)
add that there are certain purchase categories which have characteristics that support
centralization such as items with low unit specificity. Additionally, they argue that raw
materials and components are more likely to fit centralization. Based on Kraljic’s (1983)
purchasing portfolio, items suited for centralization include noncritical and leverage items.
From Joyce’s (2006) perspective, centralization can be beneficial if the items are high both
in value and in volume. For items that are unit specific and require quick respond,
decentralized model might be a better fit. Additionally, in case the units are scattered,
decentralized procurement might save on transportation costs by buying from local

suppliers.

Karjalainen (2011) reviewed the matter of the level of centralization in the public
procurement context. The level of centralization in public organizations increased in the
early 2000s. They argued that, in Europe, the main reason behind this is the highly regulated
tendering process. Moreover, as the costs and time spent on sending information, handling
queries, and reading and evaluating tenders is significant, organizations aim to avoid
repeating this excessive process. Additionally, public organizations aim to gain volume

discounts from centralized purchases as their procurement resources are often limited.

Lastly, due to the case specific circumstances of this thesis, it ought to be acknowledged
that, if an organization decides to centralize purchasing functions, resistance to change might
be inevitable. Centralizing procurement, as any other organizational change, will also face
resistance as decentralized units might not agree with the benefits the change is expected to
bring. According to previous research, the reasons behind it may vary, but they include a
lack of knowledge regarding cost savings, unwillingness to terminate existing supply
relationships, differences in product specification preferences, and a lack of knowledge of
the contracts. As a result, the decentralized units may lack commitment and hesitate to join
the operating model. (Karjalainen, 2011) McCue & Pitzer (2000) even argue that the
centralized purchasing model inevitably results in conflicts between the centralized
purchasing department and the decentralized units. In case the organization fails to motivate
the employees to comply with the new process, the negotiated contract cost improvements
may never translate into actual cost savings. Moreover, noncompliance such as maverick
buying is a common counter reaction to procurement centralization which can hinder the

achievement of its benefits (Karjalainen, 2011).
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3.4 Proactive procurement

As mentioned, the case organization acknowledges that their current procurement relies on
reactive measures, meaning that, instead of proactively planning purchases ahead, the trigger
for the buying process is often a reaction to a stockout. Through procurement centralization,
the case organization aims to change this trigger from reaction to proactiveness. For these
reasons, the thesis will next review the current literature on proactive procurement by firstly
defining proactiveness and comparing it with reactiveness. Secondly, the connection
between proactiveness and procurement planning is examined and lastly, the importance of

proactiveness is established from the risk management perspective.

3.4.1 Proactiveness & reactiveness

Proactiveness refers to the capability of predicting future needs and events. In case that the
event is undesired, a proactive approach will also aim to make the necessary decisions to
mitigate the negative effects of the event before it occurs (Vlahakis, Kopanaki & Apostolou,
2020), whereas reactiveness refers to reacting after the event has occurred (Grotsch, Blome

& Schleper, 2013).

Procurement management can be either reactive or proactive. Reactive procurement
management refers to an approach where actions are taken after a problem has arisen.
Moreover, it has been described as “firefighting” since minor issues are left to develop into
major problems. However, a reactive approach in procurement management is inevitable as
not all problems can be foreseen. Even though reactive approach cannot always be avoided,

focus on proactiveness is crucial, as the reactive approach may lead to critical problems.

(Meng, 2020)

Effective procurement can be described as getting the right quantity and quality, at the right
time, for the right price, and from the right supplier. In order to achieve these, procurement
should highlight proactiveness. (Vlahakis et al., 2020) Moreover, as the environment that
organizations operate in is dynamically changing, the proactive approach in procurement is
encouraged in order to be aware of the conditions that affect purchasing (Smeltzer & Siferd,
1998). Conversely to reactive procurement management, proactive management focuses on

prevention by analyzing likely problems before they occur in the supply chains, and on how
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to mitigate their negative consequences (Meng, 2020). In order to proactively predict future
needs and events, organizations ought to utilize procurement data. Moreover, advancements
in data analytics enable procurement to be proactive rather than reactive. (Vlahakis et al.,
2020) In order to gather more detailed insights from proactive procurement, Smeltzer &
Siferd (1998) examined and combined findings from previous literature. Based on that data,
they were able to assess the meaning and nature of proactive purchasing. Proactive
purchasing can be defined as the purchasing's willingness to take risks by making decisions
about the future by utilizing current knowledge effectively. Moreover, purchasing
proactiveness combines purchasing prediction with willingness to initiate change. Another
definition for proactive procurement management that they discovered was "the process of
professionally and aggressively adding value during the four stages required for effective
procurement." These four stages in Smeltzer & Siferd (1998) article are displayed in Figure

6 below.

2 3. 4
OBTAIN THE ENS}{ER&THI:&TDTHE
IDENTIFY AND LOWEST TOTAL A EE AT
DETERMINE DEVELOP THE COST ASSOCIATED S|
WHATTOBUy @)  APPROPRIATE WITH PURCHASING NG .
RELATIONSHIP WITH & CONVERT THE
THAT FUTURE
THE SUPPLIER REQUIRED
AL SUPPLY WILL BE
AVAILABLE

Figure 6: The four stages required for effective procurement

Additionally, Smeltzer & Siferd (1998) discovered that proactive purchasing strategies
include five major categories: “assurance of supply, cost reduction, supply support,
environmental change, and competitive edge”. These strategies highlight that purchasing
functions ought to be included in the strategic planning process since otherwise the
organization is exposed to risks such as improper supplier selection, and uncertainty of

supply and lead time.

Smeltzer & Siferd (1998) also discovered that, for an organization to move form reactive
purchasing to a proactive procurement system and create added value, they ought to develop

integrated systems for design, procurement, quality, and inventory management. In other
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words, they discovered that "procurement is a process that cuts across organizational
boundaries, and implementation of an integrated procurement system results in proactive
procurement, as distinguished from reactive purchasing”. Through these proactive
measures, purchasing is moving from a transaction perspective to supply management
orientation, and shifting internal processes to value-adding benefits, and tactical

management to strategic management.

3.4.2 Proactiveness & procurement planning

Procurement planning refers to activities related to determining needs, requirements,
procurement methods, and timing for making purchases (Changalima & Mdee, 2023).
According to another definition for procurement planning it can be described as process of
determining “whether to procure, how to procure, what to procure, how much to procure,
and when to procure” (Rendon, 2008). Procurement planning plays a crucial role in the
procurement process as, according to studies, it is positively linked with procurement

performance (Changalima & Mdee, 2023).

Planning can be seen closely linked with procurement proactiveness as planning is seen as
the first stage of a proactive approach to procurement. The planning stage includes both
demand and supply planning. Its aim is to enhance supply efficiency when considering for
example inventory and transportation factors. (Vlahakis et al., 2020) Smeltzer & Siferd
(1998) support this view by stating that proactive approach to purchasing planning ought to

be encouraged in order to view procurement strategically.

3.4.3 Proactiveness & risk management

The three approaches to risk management are passiveness, reactiveness, and proactiveness.
Passiveness can be considered as the weakest approach as it implies doing nothing before
the risk materializes and then reacting chaotically. The reactive approach to risk management
refers to taking action after a risk has manifested. However, the difference between it and
the passive approach is that the reactive approach aims to minimize the damage by having
preprepared action plans. Moreover, reactive risk management aims to lower the negative

influence of the materialized risk through preprepared actions such as safety stocks. Lastly,
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proactive risk management takes it even further by planning ahead to mitigate the possible
risks before they occur. Furthermore, a proactive approach on risk management determines
the possibility of the risks, identifies their potential effects, and highlights proactive planning
to stop them from occurring. For these reasons scholars agree that the proactive approach is

superior as it enables effective risk minimization. (Grétsch et al., 2013)

From the procurement perspective Smeltzer & Siferd (1998) argue that proactive purchasing
management is risk management. In other words, according to their article, proactive
procurement differs from reactive procurement, and it is more than integrative procurement
management and strategic purchasing management, as it also significantly influences risk

management.
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4 Methodology

This thesis is conducted as a single case study using qualitative interview data from one
organization. This section of the thesis will firstly introduce the case selection and
description. The data collection and data analysis methods used in this research are

introduced next. Finally, both the reliability and the validity of this thesis are addressed.

4.1 Case selection & description

Due to the following reasons this thesis was conducted as a single case study using
qualitative data from one organization. Instead of numbers, qualitative research is based on
empirical material such as texts and interviews. However, even though the research is
empirical, it does not exclude theoretical approaches. Qualitative case study often aims to
answer questions “what” and “how” and focuses on understanding a specific phenomenon
in its context. The results of a specific research improve the understanding of the bigger
picture but cannot always be generalized. (Tietoarkisto, 2024) Kédhkonen (2014) argued that,
as a research method, case study is well-suited when conducting research on supply
management as it enables the collection of rich and comprehensive data for in-depth analysis

of various supply phenomena.

The case organization of the thesis is a public sector operator in the field of vocational
education and training. The organization functions as a joint authority of education in
Finland, consisting of a vocational college and regional workshops. Approximately 6000
students study in its multidisciplinary education institution and regional workshops guide

over 1000 customers each year. The organization employs around 350 staff members.
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4.2 Data collection

Insights gathered from semi-structured interviews were utilized as the primary data of this
thesis. Additionally, secondary data were gathered from the previously conducted

benchmark.

Semi-structured interviews were chosen as the data collection method as they have been
proven to be both flexible and versatile. Additionally, semi-structured interviews provide
structure that guides the interviewee along the questions. However, this structure does not
restrict the interviewer, on the contrary, semi-structured interviews enable the interviewer to
improvise, as follow-up questions can be presented and thereby, more detailed insights can

be gathered from the interviews. (Kallio, Pietild, Johnson & Kangasniemi, 2016)

In total thirteen interviews were conducted. The interviews were conducted eighter in person
or via Teams and each lasted approximately 45 minutes. In order to gain spontaneous
answers and to avoid tactical answering the interview questions were not sent beforehand to
the interviewees. All interviews were recorded and transcribed into text format. Four
question templates were developed based on the interviewees’ position in the case
organization. As the interviewees are kept anonymous in this thesis, they are named based
on the interview question templates. The interviewees and their titles are presented in Table

3.

The first interview template (appendix 1) covered the questions for the case organization’s
Head of Procurement referred as interviewee 1 in the text. The second question template
(appendix 2) aimed to gather insights form the case organization’s Head of Finance referred
as interviewee 2 in the text. Later in the thesis, the interviewees 1 and 2 together are
categorized as the management as they represent the managerial authority of the
procurement reorganization. Both of these interview templates were divided into three topic
sections, the first theme being background, second operating environment and current
procurement model overview, and third development. In total eight interviews were
conducted utilizing the third interview template (appendix 3). These interviewees were
mainly Team Leaders referred as interviewees 3A, 3B, 3C, 3D, 3G, and 3H. Additionally,
the interviews with the Vice Principal (referred as interviewee 3E) and the IT Manager
(referred as interviewee 3F) were conducted using the same template. Lastly, interview

template four (appendix 4) was developed to gather the insights form the buyers in the
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current model. Three buyer interviews were conducted with two teachers and one
“tyovalmentaja’ referred as interviewees 4A, 4B, and 4C. Interview templates three and four
were divided into three topic sections, the first theme being background, second current

decentralized procurement model, and third new centralized procurement model.

IDENTIFICATION TITLE
Interviewee 1 Head of Procurement
Interviewee 2 Head of Finance

Interviewee 3A Team Leader
Interviewee 3B Team Leader
Interviewee 3C Team Leader
Interviewee 3D Team Leader
Interviewee 3E Vice Principal
Interviewee 3F IT Manager
Interviewee 3G Team Leader
Interviewee 3H Team Leader
Interviewee 4A Teacher
Interviewee 4B Teacher
Interviewee 4C “Tyovalmentaja”

Table 3: Interviewee identifications & titles

4.3 Data analysis

The semi-structured interviews created the primary data for this thesis. This data was

analysed using the content analysis method as it can be used to analyse both text and spoken
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recordings. It aims to determine what is being said instead of how it is being said. Content
analysis is based on coding where elements of the data are being identified and named. To
avoid this coding being too detailed, the aim is to highlight both the similarities and
differences between the data pieces. Moreover, through comparison, conclusions about the
data can be drawn. The coding ought to be systematic and, in order to succeed, it is crucial
to analyse the data not just once but over and over again. (Tietoarkisto, 2024) Dooley (2016)
argued that content analysis method is well suited for supply management research as it

enables complex problems of modern procurement to be studied.

Firstly, categories were formed based on the interview structures. For interviews 1 and 2
these categories were aligned with the topic sections: the operating environment, current
procurement model, and development. For interviews 3 and 4 these categories were aligned
with the topic sections: the current decentralized procurement model, and new centralized
procurement model. Secondly, irrelevant information was removed from the interview data.
Thirdly, the aim was to find both similarities and differences not only between the interviews
sharing the same templates but also between the different templates. Lastly, as coding alone
cannot be considered as the final analysis, conclusions were drawn so that the research

questions could be answered.

4.4 Quality criteria

High levels of subjectivity, low reliability, and validity are common accusations against
qualitative research. However, this criticism can be seen as unfair, as qualitative research
enables holistic perspectives on certain phenomena, which would be otherwise impossible
to achieve. Nevertheless, special attention ought to be paid in order to achieve research

reliability and validity. (Ali & Yusof, 2011)

Reliable research results are non-biased. Moreover, reliability refers to the extent to which
the result can be replicated, i.e. that another research focusing on the same problem under
similar conditions or utilizing the same data would result in the same findings. (Ali & Yusof,
2011) In other words, reliable research findings are consistent both across different studies

and over time (Hayashi, Abib & Hoppen, 2019). Valid research results are trustworthy and
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relevant. Furthermore, validity refers to a researcher’s ability to capture what they intended
to study and to accurately report their findings. There are multiple ways to enhance research
validity. These efforts include for example recording accurately, reporting fully, highlighting
subjectivity, and being candid. (Ali & Yusof, 2011)

Triangulation can be used in qualitative studies in order to enhance reliability. Triangulation
refers to the utilization of multiple data sources in order to understand the phenomena in
question more comprehensively. (Hayashi et al., 2019) Therefore, in order to improve the
reliability of this thesis, multiple data sources were gathered as numerous interviews were
conducted from all organizational levels to gain insights from various perspectives.
Additionally, in order to improve the validity of the findings concluded from these data

sources, the results will be compared with previous studies in the conclusions chapter.
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5 Findings

This section will go through the findings of the content analysis. Firstly, the drivers and
objectives behind the procurement centralization are reviewed. Secondly, the current
decentralized procurement model is outlined. Lastly, the case organization’s employees’
thoughts regarding the structure and the features of the new centralized procurement model

are reviewed. Interpretations of the interviews are justified with citations.

5.1 Drivers & objectives behind the procurement centralization

Understanding the drivers behind the procurement centralization is critical since it functions
as a foundation for the reform. Therefore, interviewees 1 (Head of Procurement) and 2 (Head
of Finance) representing the case organization’s management were asked to disclose their

insights regarding these themes.

Based on the interviews the current state of vocational education can be seen as a driver for
the reform. Interviewees 1 and 2 both view the environment for vocational education as
challenging. As the funding for vocational education will decrease by 120 million euros the
case organization is forced to seek alternative cost savings. Moreover, according to
interviewee 2, as a result of co-operation negotiations, the case organization is aiming to
achieve 3 million in annual savings. According to the interviewees 1 and 2 these poor
economic circumstances highlight the importance of effectiveness and efficiency. Moreover,
the savings pressure drives the case organization to review its internal processes so that
ineffective practices can be identified. The case organization has identified these ineffective
practices from their procurement process. Moreover, interviewee 1 highlights that by

enhancing procurement efficiency, significant cost savings can be gained.

“The funding will be reduced or at least narrowed and therefore we need to seek efficiency
in internal operations and procurement is one of the most important operations with

potential for cost savings.’

-Interviewee 1
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The challenges related to the current decentralized procurement model can be viewed as
another driver for the centralization. According to interviewee 1, one of the biggest
challenges related to the current decentralized model is the lack of clear and standardized
process. As each field and team has been responsible for their own purchases and how to
conduct them, the procurement processes vary across different fields. Consequently,
currently most purchases are not pre-approved by the responsible Team Leader in question.
Some purchases might be discussed in advance, but they also lack documentation. All in all,
there is no data on the purchases other than invoices. Moreover, according to interviewee 1,
the Team Leader is often not aware of a purchase before an invoice arrives. Interviewee 2
points out that this is a major concern also from the risk management perspective since the
Team Leaders might not agree on the purchases made in their fields. In addition, the lack of

procurement data makes it difficult for the Team Leaders to stay on budget.

According to interviewee 2, another challenge related to the decentralized model is the lack
of proactive planning. As a result, the case organization is exposed to over and underbuying
that leads to stockouts and excess inventory. Stockouts might then lead to operational
disruptions and an excess inventory can become expensive waste. Interviewee 2 also points
out the worst-case scenario for stockouts. Due to poor planning a teacher might leave the
class without supervision to go buy the missing item. This then might lead to serious legal

issues in case there is an incident.

There are also challenges regarding the suppliers. According to interviewee 2, the current
decentralized procurement model enables the use of non-contract suppliers, which might
lead to higher costs and even legal issues. Additionally, in cases where a contract supplier is

used, there is work to be done in product item specification.

“We need more detailed instructions. For example, the case organization has a contract
supplier for building materials, however, what building materials the organization will use
specifically from that supplier needs to be determined. This will require a lot of work to
make this specification. For example, a drilling machine could have 100 different models,
and we must specify what model we use. Through this clarification work, we will probably

also get significant cost savings.”
-Interviewee 2

Understanding the objectives for the procurement centralization is critical since it ensures

the alignment between them and the reform. Therefore, interviewees 1 and 2 were asked to
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disclose their insights regarding this theme. Both interviewees 1 and 2 view gaining cost
savings as the main objective for the reorganization. They both see that cost savings can be
gained through multiple channels. They mention improved resource allocation as one way
to achieve cost savings. Moreover, they believe that when teachers' work input is directed to
the core activity, i.e. teaching and not in procurement activities, the resources are allocated
where they create most value. According to interviewee 1 another source for cost savings is
proactive planning. Interviewee 1 believes, that by proactive planning, the fields can
optimize their purchasing batches and stock levels and thereby avoid both stockouts and
excess inventories becoming waste. In addition, as purchases are thoroughly planned, and
the order sizes are optimized they can negotiate better prices. Additionally, interviewees
agree that by centralizing procurement, cooperation between the fields can be enhanced. By
finding cooperation opportunities also cost savings can be gained as volumes rise and
deliveries can be combined. As mentioned, the case organization still faces challenges in
product item specification. Therefore, interviewee 2 views its improvement as one of the
objectives for the reorganization. In other words, the case organization aims to define one or
a few approved product models that each department then uses. This product item

specification will not only create cost savings but also harmonize procurement management.

In addition to the cost savings objective there are also other benefits that the case
organization aims to gain through the reform. Both interviewees 1 and 2 mention that the
new centralized procurement model helps the case organization to develop a clear and
standardized procurement process in order to make it more professional. Through this
objective the case organization will also have more procurement data to utilize. According
to interviewee 2, another objective for the reorganization is improved risk management.
Moreover, interviewee 2 believes that by centralizing procurement activities there is a lower
risk for misconducts as the division of responsibilities would be more transparent. Lastly,
interviewee 2 mentions student involvement as one of the objectives for the procurement
centralization. Moreover, the aim is to utilize student work in the centralized procurement
process, mainly in logistics. This way the case organization aims not only to make savings

in logistics but also to provide logistics students valuable work life experience.
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5.2 Current decentralized procurement model

Due to the high level of decentralization, a comprehensive picture of the case organization’s
supply functions could not be gained through one single interview. Therefore, firstly, the
case organization’s Head of Procurement (interviewee 1) was interviewed in order to gain
an overview of the procurement operations. Secondly Team Leader interviews were
conducted to gather their insights on the matter. Lastly, some of the buyers in the current
model were interviewed in order to develop a more detailed understanding of the actual

purchasing operations.

5.2.1 Insights from the Head of Procurement interview

According to the interviewee 1 there is a wide variety of procurement needs, and the range
of items required for executing the educational services that the organization offers is
extensive, with each field having their own specific needs. Due to this variety in needs, the
case organization has utilized a decentralized procurement model where each field and team
has been responsible for their own purchases. A small procurement team is responsible for
the contract supplier tendering processes but does not carry out the actual purchases.
Employees have certain budget constraints in their purchasing rights and once they reach

these limits they are obligated to involve their superiors in the procurement process.

5.2.2 Insights from the Team Leader interviews

According to the Team Leader interviews there are differences in how the responsibility for
procurement tasks is divided in the fields. All Team Leaders are involved in approving
procurement proposals and invoices. The approval of procurement proposals is carried out
via email or phone call only if the purchase value is high (most interviewees mention 1000
euros as a limit), or if it is not a regularly used consumable, or if the purchased item requires
a depreciation plan. Additionally, most Team Leaders are responsible for procurement
planning, technical specification, and reviewing invoices. However, these tasks are only
carried out in collaboration with teachers or if purchase value is high. Half of the Team

Leaders are also occasionally involved in submitting procurement proposals or in tendering.
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The rest of the tasks were only conducted by less than three Team Leaders. According to
interviewee 3E especially filing supplier claims and supplier development tasks are currently
neglected. Moreover, poor quality, mistakes in orders and other contract violations are often

overlooked in the current model.

"We are not very good at making supplier complaints. As I understand it, we tend to accept
suppliers' challenges and issues perhaps too easily. Even though we could file complaints
and request compensation, we do not. We might be a bit too good a buyer."

-Interviewee 3E

When asked to elaborate further on how procurement is organized in the interviewees’ fields
it is discovered that in most fields, most of the teachers are involved in the procurement
process, and it is their responsibility to make sure that the relevant purchases are in the right
place at the right time. Therefore, most purchases follow a process where a teacher plans and
makes the purchase, either picks it up or arranges delivery, reviews the invoice and a Team
Leader is responsible for approving the invoice. Only purchases with significant value or of
a rare nature are discussed with the Team Leader beforehand and, if the value is high enough,
the Team Leader will also include their superior in the process. However, interviewee 3C
points out that the criteria for when a purchase requires approval are not clear, meaning that

there is uncertainty among teachers about when a purchase needs to be approved.

Not all units and fields follow the above-described process flow. For example, unlike in most
cases, in some fields the responsibility for procurement tasks mainly lies with
“tyovalmentaja’. 1t is their responsibility to plan and execute purchases. There are also other
field specific ways of organizing procurement. According to interviewee 3C, each fall a
survey is conducted among their field’s staff regarding the procurement needs and
investments for the upcoming year, including both large and smaller purchases. This
approach ensures the involvement of the entire workforce in the planning process. Following
this, the Team Leader assesses the necessity based on the survey results and may ask
additional questions if necessary. Lastly, the interviewees disclosed that the cooperation
between the fields is infrequent and mostly possible on a campus-by-campus basis.
Moreover, the interviewees view that the procurement needs for each field are specific and

therefore it is challenging to find collaboration opportunities.
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As mentioned, in addition to the Team Leaders also the Head of Education and Vice
Principal (interviewee 3E) was interviewed. When asked about their role in the procurement
process, they describe their role as the overseeing authority involved in the large purchases
and investments. Their responsibility is to monitor that these purchases are in line with the
budget and to coordinate investment projects. Additionally, they aim to standardize
procurement processes across the units and fields in collaboration with the Head of

Procurement.

The interviewees were asked to assess their understanding of the procurement needs and
supplier selection process within their fields. Each Team Leader evaluated that they are
either well or highly familiar with the procurement needs. However, most of the interviewees
admitted that there is room for improvement regarding their understanding of the supplier
selection process. Interviewees 3A, 3B, and 3C stated that the responsibility for the supplier
selection rests mainly with the teachers. Interviewee 3D even told that until recently their

field was unaware, if they even had specific supplier contracts.

"Another thing that is being addressed now is the supplier centralization. I was not even
aware of this supplier registry or supplier list we had. We have had somewhat chaotic
operations, sourcing products from wherever it was cheapest. However, this is coming to
an end now."

-Interviewee 3D

According to the Team Leader interviews most purchases are highly predictable.
Predictability varies from a month to a year as purchases can be proactively planned based
on the upcoming study schedules. However, all interviewees argue that there are also cases
where predictability is poor due to machinery or equipment malfunction. In addition,
interviewee 3H states that also items that are purchased in large quantities are hard to predict
precisely. Consequently, the fields are sometimes forced to buy these items reactively.
According to the interviewees D and E, the unpredictable purchase items are also often
essential by nature, meaning that the field must be quick to react on the issue to avoid
disruptions in teaching activities. However, even though the purchases are highly
predictable, multiple interviewees admit that the buying is more reactive than proactive by
nature. Moreover, regardless of the fact that most purchases could be proactively planned
that is not the case. According to interviewee 3A the buyers have a reactive mindset when it

comes to procurement planning.
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"In practice, everyday teaching could be predicted quite well, perhaps even more than is
currently done. However, it seems that many teachers have become accustomed to the old
mindset of simply going to the store to purchase the necessary supplies for the next lessons.
A key aspect would be shifting this mindset so that teachers plan a few weeks ahead
instead of relying on last-minute purchases. There is still significant potential for more
long-term planning."”

-Interviewee 3A

Some fields have addressed this lack of planning by, for example, improving their inventory
management so that it is easier for the buyers to plan when each item needs to be restocked.
Moreover, when each item has its own place in the warchouse, shortages can easily be
detected. The improvements made in the study schedules by the case organization are
another example. These improvements have enhanced the visibility of upcoming courses and
made planning easier. According to interviewee 3E, even though some fields have already
implemented good proactive purchasing practices, there are significant differences between

the fields.

"If planning was done more carefully, purchases could be anticipated much more
effectively, reducing unnecessary purchases. In some fields, the material needs for
exercises are assessed with great accuracy in advance. By standardizing certain products
and ordering them in larger quantities, significant cost savings can be achieved. This is a
rational and systematic approach, but in my opinion, it is not implemented consistently
across all fields."

-Interviewee 3E

In the current procurement model each field is responsible for warehousing. According to
the interviews some fields struggle with warehouse management. For instance, interviewee
3C mentions that they have multiple warehouses in multiple locations, which causes
inventory challenges. Additionally, interviewees 3G and 3H bring up issues related to
warehouse management. Moreover, employees are sometimes unaware of the stock levels
and face communication challenges as multiple teachers are involved in the process. Some
of the interviewees’ fields use a shelving service for the daily consumed items. All
interviewees argue that it creates more value than alternative solutions would. However,

some interviewees feel that there is also room for improvement. For example, according to
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interviewee 3H the current inventory is excessive, and savings could be gained by updating

and reducing the items.

According to interviewees 3A and 3C student involvement ought to be enhanced. Their input
ought to be included in managing stock levels and in warehouse management. Interviewee
3A adds that unnecessary purchases occur as students use the warehouse items and fail to
return them in their designated places. Interviewee 3C also highlights the importance of daily
monitoring of inventory levels as there have been suspicions of theft due to students having
access to the warehouses. With better tracking, such misconducts could be prevented.
According to interviewees 3B and 3H another way to improve warehousing through student

involvement would be to implement inner logistics and central warehouse service.

5.2.3 Insights from the buyer interviews

According to the buyer interviews there is less variation in the responsibility for procurement
tasks among the teachers as all interviewees are responsible for presenting procurement
needs, planning, defining technical requirements, making the supplier selection, placing
orders, receiving orders and reviewing invoices. The interviewees were also occasionally
responsible for logistics (order pickup) and handling supplier claims. According to the
interviews, cooperation between the fields is minor due to specific needs but possible on a
campus-by-campus basis. However, some purchases such as workwear are already
purchased through centralized orders. When asked how much of their work time is spent on
these procurement tasks, the answers vary from one hour a day to one hour a week. In case
the teacher is responsible for the order pick up, this time might even be doubled. However,
it must be noted that this is only their input. In most fields multiple teachers are responsible

for handling the procurement tasks and they all spend time on them.

The interviewees were asked to describe their supplier selection process and assess how well
they know the organization's contracted suppliers. All interviewees argued that they are well
aware of the contracted suppliers and therefore the supplier selection is easy as they are
allowed to use non-contract suppliers only if the contract supplier cannot provide the item
in question. The interviewees were mostly pleased with their contract suppliers. However,

interviewee 4A points out that the tendering for the contract supplier is conducted so that it
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benefits large suppliers that are sometimes not seen as best suited for the case organization

considering its educational needs.

According to the interviewees most purchases are highly predictable. Predictability is
usually high for a month ahead and based on the upcoming study schedules. However, even
so0, interviewee 4A states that not all purchases are being proactively planned, which causes
unnecessary pickups. According to interviewee 4C, the current model also enables rapid
reaction to stockouts, which lowers the motivation to plan well in advance. There are also
other factors that lower the level of proactive planning. For example, some fields lack
appropriate storage space for the items and therefore items are purchased in small quantities
multiple times a week. In addition, interviewees mention that items that have strict expiring

dates or items purchased according to size are harder to buy in advance.

Interviewees disclosed various inventory management and warehousing challenges.
According to interviewees 4A and 4C their field struggles with inventory management as
the inventory value is high and unnecessary purchases are made since inventory levels are
unclear. According to the interviewee 4B limited storage capacity forces them to purchase
smaller quantities multiple times a month. Fields that use a shelving service for daily
consumables view the service as efficient. However, according to interviewee 4B the
assortment of the shelves could be more actively reviewed and updated. Additionally,
interviewee 3C mentions that the monitoring of the shelves is poor, and students sometimes

have access to them without teacher supervision.

5.3 New centralized procurement model

The findings of this theme are divided based on the interview templates. Firstly, the
management’s, secondly the Team Leaders’ and lastly the current buyers’ (teachers)
thoughts regarding the structure and the features of the new model are reviewed. These

findings are later compared and analyzed in chapter 6.
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5.3.1 Insights from the management interviews

Compared to the current decentralized procurement model, in the new centralized model,
some tasks of the procurement process will become the responsibility of a procurement team.
According to interviewees the centralized procurement team will consist of 3-4 employees.
Tasks such as tendering, supplier selection, placing orders, making supplier complaints, and
supplier development could either fully or partially be transferred to the procurement team.
However, the responsibility for executing procurement tasks such as procurement planning,
submitting procurement proposals and determining technical specification, remains with the
teachers. Team Leaders’ responsibility will be to approve the procurement requests. The
main difference will be that in the new model the teachers submit the procurement proposals
via a ticketing system and then the procurement team is responsible for placing the order.
The evaluation of the technical implementation and the choice of the ticketing system
supplier is still ongoing. Both interviewees stressed the importance of the system’s seamless
user experience. Lastly, unlike the current procurement model interviewees view that the

new centralized model should utilize student work as a part of logistics.

For the centralization to succeed both interviewees highlight the importance of the
procurement team’s authority and expertise. Moreover, interviewee 2 states that the
members of the procurement team should not only thoroughly understand the supplier

contracts but also ensure their compliance.

“I see that the role of the procurement team should be to thoroughly understand the
supplier contracts. Moreover, it is essential that they are clearly informed about which
products fall within the scope of these contracts. For instance, if someone tries to order
something outside the agreements, such as a different type of drill, their task would be to
question the order. Their role should not simply be a formal approver who lets everything
pass, but rather they should actively assess and ensure that the orders comply with the

contracts.’

-Interviewee 2

Additionally, interviewee 2 highlights that the communication between the fields and the
procurement team must be seamless. Ideally a designated member of the procurement team
would be present in the fields and aware of their procurement needs and other field specific

circumstances.
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According to interviewee 1 it is important to establish that if a purchase does not benefit
from centralization, or if centralization would even cause harm, not everything needs to be
centralized. It is essential to maintain a practical decision-making approach. However, the
evaluation of the centralization level must be conducted thoroughly, and the reasoning must

be solid. Furthermore, each case ought to be reviewed individually.

According to interviewee 2, teaching continuity should be ensured in all situations. However,
all urgent purchases should still be documented in the system at least afterwards to ensure
traceability. It would be beneficial if the system included “a marking option™ to identify
these urgent orders. However, if the number of urgent purchases starts to rise significantly,

such as making up half of all orders, this would indicate potential issues in the process.

Both interviewees 1 and 2 highlight the importance of change management. Interviewee 2
sees that the management of the reorganization must be assertive. When decisions are made
firmly and clearly, the case organization can avoid reverting to old practices. Moreover,
Team Leaders cannot allow practices in their teams that bypass the new procurement process
since it ensures that all purchases are transparent and that operations are proactively planned.
In addition, interviewee 1 highlights the importance of Team Leaders’ ability to lead their

units so that the implementation of the new process is not delayed.

5.3.2 Insights from the Team Leader interviews

Team leader interviewees’ primary thoughts regarding the new centralized procurement
model were gathered during the interviews. Interviewee 3A’s primary thought on the new
model was a concern of losing procurement flexibility in the fields. The current decentralized
model has made it possible for the fields to carry out procurement as they see fit. In some
fields this has meant a flexible approach where the mindset is rather reactive instead of
proactive. Therefore, interviewee 3A is concerned that this major change in how purchases
are made could have a negative effect on teaching if the teachers fail to predict procurement
needs. Additionally, they raise a concern of each campus being treated equally in the new
model. However, they do see the reduction in teachers’ responsibilities as positive.
Interviewee 3B expresses similar thoughts as they view the reorganization as a major change
and highlights the importance of proactive planning. On the other hand, interviewee 3C’s

primary thought on the change is that it creates needed structure to the procurement process.
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"Currently, a vast number of people are involved in procurement and purchasing, often
operating based on their own judgment. In my opinion, centralizing procurement would
also bring significant financial benefits as it would enable a more structured and
controlled procurement process."

-Interviewee 3C

Interviewee 3D describes themselves as a change-oriented person, and therefore their
primary thought of the new model is positive if the execution of the new process is well
thought, and eases teachers’ workload. They add that the division of responsibilities ought
to be clear and hope that the centralization and the new procurement team will enhance the
“by the book” mindset in the organization. Even though interviewee 3E views the changes
as positive, their primary comment on the reorganization was the certainty of resistance from
teachers. Interviewee 3F’s initial reaction of the new model was how it creates process
transparency that will help in tackling the use of non-contract suppliers and favoritism.
Additionally, interviewee 3G points out that it will enhance warehouse management and
stock tracking. Lastly, interviewee 3H sees the new model best suited for everyday

consumables but worries how unpredicted stockouts will affect the field’s operations.

When asked if some procurement items should remain decentralized all the Team Leader
interviewees were unanimous. According to the interviewees 3B, 3C, 3D and 3G there are
certain purchases that are better kept decentralized due to their challenging nature, meaning
that either their tendering process or contractual aspects are complex and require expertise
to master. Additionally, interviewees 3A, 3B, and 3H view that the system ought to have a
loophole for urgent or low-cost purchases that ensure teaching continuity. However, with a
few item exceptions, the interviewees agreed that the baseline should be that all purchases
are centralized and there should not be unjustified exceptions or different privileges between

the fields.

Insights regarding supplier selection were gathered from the Team Leader interviews. All
Team Leaders agreed that teachers ought to be better engaged in the tendering phase to
ensure that the suppliers are in line with their specific teaching related procurement needs.
Most of the interviewees also felt that Team Leaders should be more involved in the supplier
selection in cooperation with the teachers. Additionally, from interviewee 3B’s perspective,

supplier selection should be viewed as a comprehensive process. Moreover, it would be more
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beneficial to examine the bigger picture rather than each supplier individually, as their
offerings often overlap. Some interviewees view large joint tenders as challenging for the
case organization as these suppliers often fail to provide the most suitable items for a
teaching facility. Either the price or the quality might not be ideal for teaching purposes.
Lastly, interviewee 3G points out that more attention should be paid to supplier monitoring.
Moreover, in the past the case organization has had incidents where the suppliers have, for
example, mispriced some of their items. Therefore, there should be more resources to make

sure that the suppliers are behaving according to the contracts.

Lastly the Team Leader interviewees got to express their expectations regarding the new
centralized procurement model. When asked about the ideal process duration the answers
varied between one to seven days. Some interviewees saw that anything more than three
days would be too slow and for some even five days would be considered quick. Multiple
interviewees suggested that the ticketing tool would have options for urgency or a so-called
red line for critical purchases. Moreover, purchases could have urgency levels so that the
Team Leader and the procurement team could know if immediate action is expected.
Interviewees also disclosed other ideas regarding the technical implementation (e.g.,
"ticketing system"). The interviewees highlighted the importance of the system’s user-

friendliness.

"The system should be as user-friendly as possible so that no one feels it is so difficult that
it requires special expertise. It should be clear and simple, without the need for extensive
study or a ten-page manual. Instructions should be easy to follow, ensuring that expressing
a need is smooth and straightforward."

-Interviewee 3C

The interviewees’ opinions on the approval process varied as some viewed it too time
consuming to approve each ticket and others saw it as a crucial part of the process.
Interviewees 3A, 3B, and 3H suggested there should be a predefined monetary limit beyond
which the tickets would be forwarded to the Team Leader to approve. Moreover, the teachers
could continue proposing minor everyday consumables without the Team Leader’s approval
as only major and rare purchases would go through them. Interviewee 3 A justifies their view
by arguing that approving each ticket would be too time consuming and unnecessary.

Interviewee 3B adds that the approval process should remain interactive. Furthermore, the
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new model cannot eliminate the open discussions regarding procurement matters. Even
though interviewee 3H considers it crucial that the Team Leaders are aware of the purchases
made in their fields and therefore sees the approval process as crucial, they still question
whether all tickets should go through Team Leaders. Interviewees 3C, 3D, 3E and 3G had a
different perspective on the matter. It is crucial in interviewee 3C’s opinion that the tickets
are approved by the Team Leaders as they ought to be aware of the purchases made and
agree on their necessity. Both interviewees 3C and 3E justify the approval process through
the Team Leaders’ financial responsibility. Additionally, interviewee 3G sees that the
approval process reduces unnecessary purchases and enhances consumption monitoring.
Furthermore, they point out that some of the fields lack the ability to intervene in unnecessary

purchasing.

“This type of unnecessary purchasing occurs, and it is not limited to our field. These
purchases are difficult to address, even when they are noticed and identified. Discussions
often arise about whether a purchase was truly necessary. However, as I receive the
invoice for approval, with the due date quickly approaching and the amount is often only a
few euros, the question arises. is it worth spending work hours investigating such cases?
The new model could help to eliminate these purchases that are not strictly essential.”

-Interviewee 3G

Interviewee 3F’s expertise in information technology (IT) enabled them to best contribute
to the questions related to the implementation of the ticketing system. According to the
interviewee 3F the case organization has not yet decided whether the system will be
purchased from an external supplier or developed in-house by the case organization. The
plan is to first conduct test runs for the available options and then evaluate their cost in
relation to the value they provide. If the case organization decides to build the system
themselves, a test version could be up and running relatively quickly. However, this requires
personnel resources to be reallocated and prioritized for this purpose. Even issues that seem
minor could take up a significant amount of time for the IT team to resolve. As mentioned,
the case organization conducted a supply benchmark with another operator in the field of
vocational education, which resulted in valuable insights regarding the technical platform
implementation. The benchmarked organization has developed their ticketing system in-

house. From the interviewee 3F’s point of view, even though the implementation of their
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system can be seen as successful, it relies too heavily on one single employee. All in all,
interviewee 3F views it crucial that the responsibility for managing the ticketing tool does
not rest with only one employee. The reasoning for this is obvious from the risk management
perspective as there should always be a designated employee available to react to possible
issues. Whether the system will be purchased from an external supplier or developed in-
house, according to interviewee 3F the best way to approach the implementation is to

optimize through gradual piloting.

The interviewees expressed both concerns and expectations regarding logistics and
warehousing. If the ticketing process is received as slow and too inflexible among the
teachers, the interviewees 3A and 3B were concerned that it might lead to excessive
inventories as items are bought with “just in case” mindset. However, all interviewees agreed
that for the centralization to succeed, the fields must enhance their proactive planning of
procurement needs. According to interviewee 3G the fields can no longer just react on stock
outs. They must take a proactive approach to procurement. Furthermore, interviewee 3E

views that the centralization of procurement will enhance warehouse management.

"Fields face many challenges in inventory management, but I believe they can be
addressed by centralization. It motivates the teaching staff, as they need to plan their
teaching more carefully through procurement needs. This adds a bit of pressure, which I
believe enhances quality."

-Interviewee 3E

Additionally, the interviewees hope that the new model will encourage the fields to take
inventory of their existing stock to avoid unnecessary items being warehoused. Interviewees
3D, 3G, and 3H hope that the possibility of shared warehouse and student-driven logistics

could be evaluated on a campus specific basis as they view that it would create added value.

As mentioned, through procurement centralization the case organization aims to find
cooperation opportunities among the fields and harmonize some of the procurement items.
Therefore, the interviewees were asked to evaluate whether the new centralized model could
also create more cooperation between the fields. The answers varied as some felt that the
procurement needs of their fields were too specific, and others saw it as a major opportunity.
Most of the interviewees considered it possible to increase cooperation at least in logistics

as the fields use the same suppliers. Regarding the product item specification that aims to
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harmonize procurement items, interviewees emphasized that it should consider the
differences in the features that each field might require from certain products. Additionally,

the compatibility of product families needs to be acknowledged.

The interviewees also had the opportunity to disclose their views on how the reform is most
likely to be received in their fields. Many of the interviewees anticipate there to be at least
some level of resistance to change. Interviewee 3E points out resistance to change is
inevitable as the current model is so deeply embedded in the teachers. It is not only a reactive
mindset, but it is also a habit. Moreover, the interviewees are aware that many of the current
buyers enjoy conducting procurement tasks. Interviewee 3G gives an example on how this

1s reflected on their field.

"It is strange that when you assign a specific task, it may take several days to complete,
even if you check in and provide additional guidance. However, if you give permission to
purchase three large industrial vacuum cleaners, they will be in the warehouse within half
an hour, because it is fun."

-Interviewee 3G

Another example of a habit related resistance to change is given by interviewee 3H.
According to them, for some teachers conducting procurement tasks is an enjoyable way to
engage in social interactions with the suppliers in the industry and includes traditions such
as so-called “Pizza Friday” at the supplier’s. As these social interactions end once

procurement is centralized, some might have a negative attitude towards the new process.

It is crucial to tackle the resistance as interviewee 3D sees each user as responsible for the
outcome as the success of the reorganization largely depends on their input. In order to tackle
this resistance, interviewee 3D highlights how important it is that the system is efficient and
user-friendly. Whereas interviewee 3A points out that the adjustment to these changes will
take time, interviewee 3H adds that the resistance to change should ease once the teachers
realize that the new model is meant to ease their workload. According to interviewee 3D
another way to address the resistance is to emphasize communication. Moreover, resistance
should be anticipated by proactively communicating about the upcoming changes.
Interviewee 3E believes that the employees will agree on the importance of the changes

made since the pressure for cost savings is widely acknowledged. Additionally, the timing
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could not be better as other supportive organizational changes are taking place

simultaneously with the centralization of procurement.

"Perhaps now is the ideal time for this change. On the one hand, the transition is already
happening, and everyone understands it, but if you have been doing things a certain way
for 20 years, it is naturally a challenge to start thinking and working differently. However,
we are also implementing module-based structuring in educational services. We are
designing five-week periods that define what is taught and done, which in turn helps with
defining procurement needs. Since these changes are happening simultaneously and in
alignment with each other, the transition does not feel as significant. If they were
implemented at different times, the situation could be more challenging. That is why [
believe that now is exactly the right time and place for this change."

-Interviewee 3E

Team leader interviewees view the procurement team’s role in the reorganization success as
major. Their customer service-oriented attitude and expertise in the procurement process
strongly influence how the new model is received by the fields. Moreover, according to

interviewee 3C their role is to assist the fields in the best possible way.

Interviewees highlighted clarity and efficiency in the new model’s structure. According to
interviewee 3E the process ought to be clear to each stakeholder, meaning that regardless of
how certain details in the centralization are structured, the outcome and the division of
responsibilities must be clear. To increase efficiency and to clarify the workflow,
interviewee 3H suggests that the fields should redivide the procurement tasks inside the
fields and name the teachers who are responsible for submitting the procurement requests
via the ticketing system. This way overlapping purchases could be avoided. Interviewees 3D
and 3H hope that centralization will also clarify the supplier selection process. Moreover,
interviewee 3D points out that currently their field has overlapping suppliers for certain
items. They hope that by implementing the new centralized procurement and by introducing
the new procurement team these overlaps could be eliminated. Interviewee 3H describes the
current supplier selection as “Wild West” that enables misconducts such as the supplier
favoritism and purchasing items for personal use and therefore sees the clarification of

supplier selection as welcome.
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Whereas other interviewees mention improved monitoring and increase of procurement data
as one of the main benefits of the centralization, according to interviewee 3E (the Head of
Education and Vice Principal) the main benefit is that teachers can direct their resources to
the core activity and thereby improve the quality of teaching. Moreover, they argue that the
end customer (i.e. students) must benefit from the centralization, meaning that the new
model must create more value than the previous one. Procurement will only function as a

supportive entity by providing items to the right place at the right time.

5.3.3 Insights from the buyer interviews

Interviewees’ primary thoughts regarding the structure of the new procurement model were
collected during the interviews. Interviewee 4A views the centralization as a welcome
change. According to their view the centralized model could reduce unnecessary purchases
since in the new model the teachers are obligated to propose procurement needs firstly to the

Team Leaders.

"We have not really had a clear system. Teachers have been solely responsible for
assessing the procurement needs. In my opinion, the new model is good because it forces a
more thoughtful approach to what is proposed for procurement, as items can no longer be
directly purchased by individuals. The previous system was quite loose, so I definitely see

the new one as an improvement."

-Interviewee 4A

Interviewee 4B’s primary thought of the centralization was the importance of planning and
a concern regarding finding the right order sizes. Moreover, interviewee 4B sees that the
new model is prone to over and under buying. If the procurement process is slow, teachers
might be compelled to buy in larger quantities to avoid stockouts which might lead to excess
inventories. On the other hand, if a teacher fails in proactive planning, items might run out
and cause a disruption in teaching. Additionally, interviewee 4B expresses concerns about
whether the process will be able to provide the correct and proposed items by questioning

whether the procurement team has the required expertise to execute certain purchases.
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The buyer interviewees had diverging views when asked if some procurement items should
remain decentralized. According to interviewee 4A’s view, all purchases should be

centralized.

"If we start making exceptions in everything, by saying “you do not have to do this”” we are
not considering the bigger picture. Then, three years later, we realize no one follows it
anymore. Personally, I believe it should be all or nothing."

-Interviewee 4A

On the other hand, according to interviewee 4C there are some purchases that are better
centralized as price monitoring is easier that way. Additionally, interviewee 4B notes that
due to warehousing challenges and difficulties in consumption predictability there could be
a loophole for sudden stockouts. Moreover, even though the major monthly purchases would
be centralized, teaching continuity should be ensured by allowing decentralized urgent

purchases.

In order for the new centralized procurement model to function efficiently, warehousing and
logistics ought to be developed to fit the new process. Therefore, the interviewees were asked
to share their insights regarding the matter. According to interviewee 4A most importantly
warehouse management ought to be enhanced. In order to predict purchases better, each
member of the teaching staff should commit to keeping the storage spaces in order. A full
inventory of the warehouses should be conducted to determine the ideal stock levels.
According to interviewee 4C it is important that the new model does not excessively increase
the size and value of the inventory. Additionally, interviewee 4A points out the possibility
for inner logistics and warehousing. Interviewee 4B also views that collaboration between
fields on the same campus ought to be enhanced in order to find cost savings in delivery

fees.

Lastly the interviewees got to express their thoughts and expectations on the new centralized
procurement model. Example themes were used in order to cover the most valuable aspects.
Interviewees disclosed their ideas regarding the technical implementation (e.g., "ticketing
system"). Interviewees 4A and 4C highlighted the importance of the system’s user-
friendliness, meaning that it ought to be both simple and quick to use. Additionally,
interviewee 4A pointed out that most of their orders are sent through online stores and

therefore this should be taken into consideration in the ticketing tool. Interviewees 4B and
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4C fear that if the system is too rigid users might protest it. Interviewees also estimated that
ideally the process duration should be between 1 to 7 days depending on the urgency.
Interviewees 4A and 4C point out that the duration cannot be stretched due to the Team
Leader’s slow reaction and approval. Moreover, interviewee 4C views order delays as their

main concern for the new model.

Interviewee 4A sees the increase in Team Leader awareness as positive. Additionally, they
view the new model better in terms of transparency and warehouse management. Moreover,
according to them, the current lack of transparency has made it possible to exploit the system.
As an example, the interviewee tells how their colleague has used their work time to place
unnecessary orders from online stores since it is so “nice and easy”. Since the new model
will force fields to monitor their stocks more carefully, it will not only raise awareness on

inventory levels but also help reduce suspected thefts and misconducts.

All interviewees highlight the importance of planning in the new model as the teachers will
no longer be able to react to stockouts as quickly as they have been used to. This will mean
a complete change in how procurement needs are planned and predicted. However,
according to interviewee 4B, the already made improvements in the study schedules have
enhanced the visibility of upcoming courses and made planning easier. On the other hand,
according to interviewee 4C, in order to improve warehouse management and planning,
students must be involved in the process as teachers are not able to plan purchases if the

warehouses and storages are disorganized due to students’ poor involvement.

Interviewee 4A highlights the management’s role as they expect that the implementation of
the new model will also face resistance. Moreover, in their view the management of the
reorganization must be assertive. In order to tackle the resistance to change, interviewee 4A
points out that communication about the reorganization must be clear and to some extent

tailored to its recipients to be effective.

All interviewees concluded that they view the procurement centralization as good if it is
executed in a rational manner and allows teachers' work input to be directed to the core
activity i.e. teaching, not in procurement activities. Additionally, interviewee 4A views that
the new model will also create long term savings through its standardized and efficient

process. To ease the workload of both teachers and the procurement team, interviewee 4B
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views also product item specification as important. Moreover, the product selection should

be as limited and standardized as possible.
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6 Conclusions

The aim of this thesis was to examine how public procurement can be reorganized from a
reactive decentralized model towards a proactive centralized model by understanding the
motives for the reorganization and by reviewing the current procurement model and the
desired features of the new model. This section will provide answers to the three sub-
research question and the main research question. The findings are discussed and compared
with previous literature. Lastly, the thesis will assess the limitations of this research and

discuss how the topic could be addressed in further research.

6.1 Answers to research questions

Q2: What are the drivers and objectives behind the procurement centralization?

All the identified drivers and objectives for the procurement centralization are listed in
Figure 7 and concluded below. Multiple drivers were identified from the interviews.
Understanding these drivers behind the procurement centralization is critical since they
function as a foundation for the reform. The drivers can be divided into two categories: state

of vocational education and the challenges in the decentralized model.

The state of vocational education is challenging. Due to the decreasing funding for
vocational education and the results of co-operation negotiations, the case organization is
forced to seek cost savings by reviewing its internal processes so that ineffective practices
can be identified. Ineffective practices have already been identified in the procurement
process, and it is believed that by enhancing procurement efficiency, significant cost savings
can be gained. This assumption is supported by Roberta Pereira et al. (2014) article where
they argue that a successful procurement can positively influence organizational
profitability. Additionally, when reviewing the matter from the perspective of centralization,
previous studies have argued that through concentrating decision making to a centralized

purchasing department, procurement efficiency can be enhanced (McCue & Pitzer, 2000).
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In conclusion of the challenging state of vocational education it can be argued that without
the cost savings pressure the case organization might not have been motivated to centralize
its procurement and therefore the negative economic circumstances are a major driver for

the reform.

Multiple challenges were identified in the current decentralized procurement model.
However, it can be argued that the main issue is the lack of a standardized procurement
process that results in negative outcomes. As there is no clear process that all purchases
ought to follow, the units have developed their own processes that sometimes fail to include
all vital elements of a proactive procurement process. For example, these field specific
processes lack documentation beyond the invoices. Therefore, as there is no data of the
purchases, it is difficult to monitor and manage procurement activities. Lack of proactive
planning is another weakness of the current procurement model as it often leads to over and
underbuying which then leads to excess inventory or stockouts. It also highlights that the
current decentralized procurement model is reactive rather than proactive. Reactive
procurement measures can be seen as a backlash of the lack of procurement data as Vlahakis
et al. (2020) argued that, without this data, it is harder to predict future needs and thereby
manage and monitor purchasing. There are still shortcomings in managing risks. Moreover,
from the risk management perspective, the current model can be viewed as risky since
purchases are rarely preapproved by the person responsible for them. Additionally, as there
is no standardized procurement process that each purchase would follow, the validity of
procurement relies on the buyers’ own judgment. Consequently, the person making the
purchase might, for example, solely decide to use a non-contract supplier, which might even
lead to legal issues and higher costs in the long run. Lastly, the lack of process
standardization is also reflected in the lack of product item specification since the
decentralized procurement entities have had different views on it and no one is responsible
for monitoring the purchases across all fields. In conclusion the lack of a clear and
standardized procurement process can be seen as the main challenge-based driver for

centralization.

Multiple objectives were identified from the interviews. Understanding these objectives for
the procurement centralization is critical as it ensures the alignment between them and the
suggestions later made in Q1 answer. The main objective for the procurement reform is to

gain cost savings. Improved resource allocation, proactive planning, cooperation among the
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fields, and product item specification are seen as the main means to achieve these savings.
Firstly, the objective of the resource allocation is that by centralizing procurement functions,
teachers' work input is directed to the core activity, i.e. teaching where they create the most
value. Previous research supports this reasoning as Li & Shi (2019) argue that effective
resource allocation can be seen as an advantage of centralization. Furthermore, improved
resource allocation would not only allow the teachers to focus on teaching but also oblige
them to conduct proactive planning. In other words, as in the centralized procurement model,
a procurement team is responsible for making the purchase and the teachers are only
responsible for the planning and proposing procurement needs, they can no longer reactively
purchase as a stockout emerges. The aim of proactive planning is to optimize purchasing
batches and stock levels and thereby avoid both stockouts and excess inventories becoming
waste. To conclude, the current decentralized model does not promote a forward-looking
approach to procurement and its reactive approach is costly. By proactively planning the
procurement needs, the case organization can create cost savings through optimization.
These proactive planning related aims of the case organization are in line with proactive
purchasing strategies of “assurance of supply” and “cost reduction” introduced in the article
of Smeltzer & Siferd (1998). Thirdly, by finding cooperation opportunities among the fields,
the costs of logistics can be cut. Additionally, as a result of cooperation, increased purchase
volumes create cost savings. This assumption can be supported by the theory of synergy
benefits introduced in Karjalainen (2011) article where they argued that one of the main
advantages of centralization is cost savings as unit costs are lower due to increased market
power and higher volume. Lastly, by specifying product items, the objective is to make sure
that all fields are in an equal position by preventing them from purchasing high-cost items

without thorough reasoning.

Three more objectives were identified from the interviews. As mentioned, one of the main
issues in the current decentralized procurement model is the lack of a comprehensive and
standardized procurement process that each unit and team would follow. Therefore, it can
also be seen as one of the main objectives for the reform to create a procurement process
that will harmonize procurement operations. By addressing it, also other issues can be
tackled as it was argued that the lack of standardized process is linked with other challenges.
Secondly, with centralization, the case organization aims to improve its risk management.
The aim is to prevent cases of misconduct by dividing responsibilities more transparently.

Moreover, by including the responsible Team Leaders in the process, the case organization
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can lower their procurement risks. Lastly, with the new centralized procurement model the
case organization aims to enhance student involvement in the process by utilizing their
training as part of the logistics. This way the case organization aims not only to make savings

in logistics but also to provide their students with valuable work life experience.

DRIVERS OBJECTIVES
STATE OF VOCATIONAL EDUCATION COST SAVINGS
COST SAVINGS ( IMPROVED RESOURCE ALLOCATION
INEFFECTIVE PRACTICES PROACTIVE PLANNING
CHALLENGES IN THE DECENTRALIZED MODEL < COOPERATION BETWEEN FIELDS
LACK OF STANDARDIZED PROCESS L PRODUCT ITEM SPECIFICATION

STANDARDIZED PROCUREMENT PROCESS
LACK OF DOCUMENTATION

IMPROVED RISK MANAGEMENT
LACK OF PROACTIVE PLANNING

STUDENT INVOLVEMENT
OVERBUYING / EXCESS INVENTORY
UNDERBUYING / STOCKOUTS
SHORTCOMINGS IN MANAGING RISKS

USE OF NON-CONTRACT SUPPLIERS

LACK OF PRODUCT ITEM SPECIFICATION

Figure 7: Drivers & objectives behind the procurement centralization

Q3: How is procurement currently organized in the case organization?

As mentioned, the current decentralized model lacks a clear and standardized procurement
process. Each field and team have been responsible for their own purchases and how to
conduct them. A small procurement team is responsible for the contract supplier tendering
processes but does not carry out the actual purchases. Consequently, it is impossible to map

a procurement process that each purchase would follow. However, Figure 8 below
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demonstrates the most common process flow that a purchase follows in cases where a teacher

is responsible for its execution.

As it is demonstrated in Figure 8 in the current decentralized procurement model, teachers
are responsible for planning the procurement needs and defining their technical
requirements. According to the interviews, even though procurement needs could be planned
at least a month in advance, currently the teachers have a reactive mindset in conducting
procurement tasks. Moreover, instead of proactively planning procurement needs, the
current model drives teachers to react to stockouts and make multiple purchases during the

week.

Teachers are also responsible for the supplier selection. According to the interviews, teachers
in most fields are better aware of the contract suppliers than most Team Leaders and
therefore most suited for making the selection. According to the interview data, the teachers
are only allowed to use a non-contract supplier in case the contract supplier cannot fulfill the
procurement need in question. However, the interviews also revealed that in some fields
even the teachers are not fully aware of the contract supplier, which has led to the use of

non-contracted suppliers.

Currently teachers are obligated to present procurement needs to Team Leaders only if their
value is high or in some cases if the need cannot be considered an ordinary consumable.
However, this criterion is vague, meaning that there is uncertainty among the teachers when
certain purchases require approval. If approval is required, the teacher is obligated to contact
the Team Leader via email or a phone call. Otherwise, the Team Leader will only be

informed about the purchase once the invoice arrives.

Teachers are currently responsible for placing the orders and arranging logistics either by
picking up the order themselves or using outside delivery service. Once the purchase order
s received, the teacher is responsible for the goods inspection. However, as it was discovered
from the interviews the case organization rarely addresses supplier related issues or makes

supplier claims.

In the current decentralized procurement model each field is also responsible for their
warehousing and warehouse management. Interviewees disclosed several issues regarding
the current state of warehousing. Whereas some fields struggle with limited storage space

some find warehouse management challenging. Moreover, inventory levels and the overall
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picture of warehouse contents are difficult to manage when multiple employees are involved
in warehouse management. There have also been suspicions of theft due to students having

access to the warehouses. With better tracking, these misconducts could be prevented.

Lastly, the invoices for the purchases are reviewed by the teacher and approved by the Team
Leader. According to the answers from the current buyer interviews, executing these

procurement tasks can take even hours per teacher a day.

*IF THE PURCHASE VALUE IS HIGH

CONTRACT SUPPLIERS A
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THE PROCUREMENT THE TECHNICAL TE%EE;‘J‘PS:E'E?S THE PROCUREMENT T e
NEEDS
REQUIREMENTS NEED PROPOSALS
|_. TEACHER PLACES Lt TEACHER RECEIVES  TEACHER REVIEWS TEAM LEADER
THE ORDLR ARRANGES THE THE ORDER THE INVOICE ST L
LOGISTICS L 1AL (et

ORDER PICKUP BY SUPPLIER CLAIMS
THE TEACHER OR CHALLENGES IN WAREHOUSE MANAGEMENT
DELIVERY

Figure 8: Current decentralized procurement process

Procurement cooperation between the fields in the current decentralized model is limited as
some fields perceive their procurement needs as too specific and distinct from others.
Cooperation is currently restricted to a campus level only. However, some purchases such

as workwear are already purchased through centralized orders.

In conclusion, based on the interview data, it can be argued that the challenges of the current
decentralized model align with the centralization drivers defined earlier in the Q2 answer.
Firstly, both interviewees argued that the lack of proactive planning can be seen as a
challenge. Furthermore, the decentralized model has created a culture of reacting, meaning
that the purchases are not actively planned and predicted. Teachers have become accustomed
to the old mindset of purchasing the required items for the upcoming lesson and relying on
last-minute purchases. Additionally, poor warehouse management hinders proactive

planning as teachers are unaware of the stock levels. Secondly, both saw the use of non-
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contract suppliers as a challenge as the lack of awareness of contract suppliers causes
unnecessary non-compliances as teachers purchase items from non-contract suppliers.
Additionally, it was discovered in the Q3 answer that supplier monitoring is being neglected.
Lastly, the insights regarding the challenges and drivers aligned on the lack of
documentation. Moreover, the decentralized procurement process lacks Team Leaders’
involvement as most purchases lack documentation and preapproval. Consequently, the

Team Leaders are often informed about the purchase only after the invoice arrives.

Q4: How should the new centralized procurement be organized?

The aim of centralization is to create a standardized procurement process that creates
structure and transparency to supply functions. This chapter will outline how the centralized
procurement should be organized according to the interview data. The structure of the
chapter aligns with the progression of the primary procurement process demonstrated in
Figure 9 and explained below. The process flow is based on the benchmark conducted by
the case organization prior to this thesis. However, case specific circumstance differences
have been taken into account and also the process structure has been influenced by the results

from the interviews.

In the new centralized procurement model some tasks of the procurement process will
become the responsibility of a procurement team consisting of 3-4 employees. The teachers
submit the procurement requests via a ticketing system and then a procurement team is
responsible for placing the order. Communication between the fields and the procurement
team must be seamless. Ideally a designated member of the procurement team would be
present in the fields and aware of their procurement needs and other field specific
circumstances. The darker green boxes in Figure 9 demonstrate the procurement tasks that
are being shifted from the teachers’ responsibility to the procurement team. Estimating
precisely how much of the teachers’ work time will be freed up due to these role reforms is
difficult. However, the amount can be considered significant as interviewees disclosed that

multiple teachers are involved in the process and spent time on procurement tasks.

Similarly to the decentralized model, in the new model the teachers are responsible for

planning the procurement needs. However, the teachers ought to focus on proactive planning
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instead of reacting as the new process will require more time to be completed due to the fact
that more people are involved in it. Moreover, to avoid stockouts the teachers need to plan
their needs further ahead than they have been accustomed to. The fact that the new process
will be slower to execute and that it requires proactive planning to succeed should not be a
barrier as interviewees estimated that most purchases can be anticipated at least a month in
advance. However, even so, according to most interviewees the process should ideally take
less than a week to complete. Moreover, the interviewees’ views on the ability to predict

procurement needs and the expectations for the process duration were not entirely aligned.

Another aspect that will not be changing is the teachers’ responsibility to define the technical
requirements for the purchase items. As mentioned, one of the objectives for the new model
is to specify the products that the case organization uses in each field and thereby harmonize
procurement items. However, the Team Leader interviewees were skeptical of how this
would be beneficial as they emphasized differences in the features that each field might
require from certain products. On the other hand, some of the current buyers argued the
product selection should be as limited and standardized as possible since it could ease the

workload of both teachers and the procurement team.

In the decentralized model teachers were in most cases solely responsible for the supplier
selection. In the future, even though the teacher will select the preliminary supplier, the
centralized procurement team is responsible for the final supplier selection and can question
the teacher’s choice. For example, if the teacher is suggesting a non-contract supplier the

procurement team’s role is to question their choice.

Lastly the teacher will submit the procurement proposals via a ticketing system. The
evaluation of the technical implementation and the choice of the ticketing tool supplier is
still ongoing. According to the interviewee specialized in IT the case organization has not
yet decided whether the system will be purchased from an external supplier or developed in-
house by the case organization. The plan is to first conduct test runs for the available options
and then evaluate their cost in relation to the value they provide. In case these external
systems do not fit the requirements of the case organization, in-house developed test version
could be up and running relatively quickly. However, this requires personnel resources to be
reallocated and prioritized for this purpose. In an In-house developed system, it is crucial
that the responsibility for managing the ticketing tool does not rest with only one employee

as there should always be a designated employee available to react to possible issues.
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Whether the system will be purchased from an external supplier or developed in-house, the
best way to approach the implementation of the ticketing system is to optimize through
gradual piloting. Other interviewees highlighted the importance of the system’s user-

friendliness, meaning that the system ought to be as simple and quick to use as possible.

Team Leaders’ responsibility will be to approve the procurement requests. However, the
interviewees were not unanimous regarding the implementation of the approval process as
some viewed it too time consuming to approve each ticket and others saw it as a crucial part
of the process. Moreover, whereas some felt that the best way forward would be to set a
monetary limit beyond which the tickets would be forwarded for the Team Leader for
approval, others saw the approval of each purchase as a welcome reform. Some interviewees
wished that the teachers could continue proposing minor everyday consumables without the
Team Leader’s approval as approving each ticket would be too time consuming and
unnecessary. On the other hand, some felt that this approach makes it hard to intervene in
unnecessary purchasing. These interviewees viewed that a model where each purchase is
preapproved would enhance consumption monitoring. Moreover, they argued that due to
their financial responsibility the Team Leaders ought to be aware of the purchases made and

agree on their necessity.

As mentioned, the procurement team is responsible for the final supplier selection as they
place the orders based on the teacher’s requests. Additionally, the procurement team is
responsible for arranging logistics. The interviewees on all organizational levels agreed that
implementing internal logistics to the procurement process would create added value as it
would not only create cost savings but also provide logistics students with valuable work life
experience. Additionally, as mentioned, another objective for the centralization is to increase
procurement cooperation between the fields. The results of the interviews showed that this
objective is realistic, at least in logistics between certain fields where fields on the same

campus are using the same suppliers.

The new model was also seen as an opportunity to improve warehouse management.
Currently some of the fields are struggling with warehouse management and inventory
monitoring, meaning that they are occasionally unaware of the inventory levels, which
causes unnecessary purchases. As mentioned, the centralized procurement model will

require active planning and awareness of the stock levels to succeed. Therefore, it is crucial



68

that the case organization addresses these issues of management and monitoring so that they
will not hinder the centralization. Some even suggested that in addition to the internal
logistics the possibility of implementing internal warehousing should be explored as it could

enhance inventory monitoring and thereby planning.

Once the purchase order is delivered the procurement team is responsible for assisting the
fields regarding possible supplier claims or supplier development actions. This backup in
supplier monitoring can be viewed as highly beneficial for the case organization since the
interviewees argued that currently these actions are being neglected. Lastly, the recipient of

the order will review the invoice, and the Team Leader approves it.
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Figure 9: New centralized procurement process

Q1: How can public procurement be reorganized from a reactive decentralized model

towards a proactive centralized model?

Now that the three sub-questions have been answered, the main research question of the
thesis can be assessed and suggestions on how to implement the centralization can be made.
These suggestions are in line with the answers on Q2 as all decisions regarding the
procurement centralization ought to be done aligned with its objectives. The

recommendations also take into account both previous literature and the interviewees’
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expectations. The suggestions for each step of the new procurement process developed in
Q4 are demonstrated and aligned with their relevant objectives in Appendix 5 and explained
below. Additionally, the thesis will also discuss if centralization can be seen as the correct
approach for the case organization, in other words, if the objectives can be seen as aligned
with the benefits of centralization discovered in literature. Lastly, this chapter will assess the

role of resistance to change and how to tackle it.

Teacher plans the procurement needs

The reorganization of the procurement model will fundamentally transform the entire
process, starting from the beginning. The trigger for the procurement process has to change
from reaction to proactiveness. This can be considered fundamental as Tassabehji &
Moorhouse (2008) in their article argue that it is widely acknowledged that proactive value-
focused rather than passive cost-focused procurement strategies ought to be implemented in
order to succeed in the modern business environment. Additionally, as scholars agree that
the proactive approach is superior also in effective risk minimization (Grétsch et al., 2013),
this suggestion to enhance proactiveness also helps the case organization to achieve their

objective of improved risk management.

Procurement needs ought to be predicted and planned in a way that both the Team Leaders
and the procurement team have enough time to fulfill their roles. Whereas the current
decentralized procurement model enables reacting to stockouts, the centralized procurement
should be based on proactive planning. This may be easier said than done as interviewees
disclosed how deeply the reactive mindset is rooted in the fields. However, as proactive
planning was identified as an objective for the centralization it is a crucial part of successful
implementation. Additionally, previous literature acknowledges that, compared to
decentralized procurement model, centralization enables the maximal level of procurement
planning to take place (McCue & Pitzer, 2000). Therefore, it is believed that the aim to
improve planning can be achieved through centralization. As argued in Q2 answer, proactive
planning will also create cost savings. Therefore, it is suggested that the case organization
both requires and supports each field in determining how planning and predicting
procurement needs can be further enhanced in their given circumstances. For example,
according to the interview data for many fields, it is crucial to address the issues of
warehouse management and inventory monitoring as they would otherwise hinder planning

and proactiveness. Furthermore, the connection between procurement proactiveness and
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inventory management is also discussed in literature as Smeltzer & Siferd (1998) argue that,
for an organization to move from reactive purchasing to a proactive procurement system and
create added value, they ought to develop integrated systems that includes both procurement

and inventory management.

Teacher defines the technical requirements

As part of the centralization, it is suggested that commonly purchased product items are
specified. However, the Team Leader interviewees’ concerns ought to be acknowledged and
hence, decentralization should be implemented only for supply items that the fields do not
have differing requirements for. This suggestion is based on the objective of product item
specification and aims to create cost savings and ensure that all fields are in an equal position.
The case organization ought to be aware that, according to previous studies, the differences
in product specification preferences may even result in change resistance. Therefore, it is
crucial to implement the product specification with caution in order to avoid noncompliance
such as maverick buying which is a common counter reaction to procurement centralization.

(Karjalainen, 2011)

Teacher selects the preliminary supplier

Regarding the contract supplier selection, it is suggested that the teachers and the Team
Leaders ought to be better engaged in the tendering phase to ensure that the contract suppliers
are in line with their specific teaching related procurement needs. However, according to the
interview data, the fields are relatively pleased with their current contract suppliers and their
performance. Therefore, no major change in them is required. However, the selection should
focus more on the comprehensiveness and on the bigger picture so that the suppliers do not
overlap and create confusion. Additionally, as a result of this thesis, it was also discovered
that there is still unawareness in the fields regarding supplier selection, resulting in the use
of non-contract suppliers. Therefore, it is suggested that the case organization should provide
clarification to the fields regarding the contract suppliers. This suggestion is in line with the
objective of improved risk management as cases of misconduct are prevented. In addition,
later in the procurement process, it should be the procurement team’s role to intervene in the

teacher’s preliminary supplier selection in case they suggest a non-contract supplier.
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Teacher submits the procurement request

As part of the procurement centralization, the case organization is implementing an e-
procurement tool where procurement requests can be submitted. According to Johnson &
Klassen (2005) article, the main benefits that organizations are able to achieve by
implementing e-procurement are improved efficiency, reduced procurement costs, and
enhanced flow of information along the supply chain. All these benefits can be seen in line

with the case organization’s objectives for the new procurement process.

Based on the interview data, in order to increase efficiency and to clarify the workflow it is
suggested that the fields redivide the procurement tasks and designate the teachers
responsible for submitting the procurement requests. This way overlapping requests could

be avoided.

The evaluation of the technical implementation and the choice of the ticketing system
supplier is still ongoing. Based on the interview conducted with the case organization’s IT
specialist, regardless of whether the system will be purchased from an external supplier or
developed in-house, the best way to approach the implementation is to optimize through
testing and gradual piloting. The system ought to be as simple and quick to use as possible.
Moreover, since user-friendliness was seen as one of the most valued traits, it is
recommended that it be given significant emphasis when choosing or developing the
ticketing system. Additionally, it is strongly suggested that the responsibility for managing
the ticketing tool does not rest with only one employee as from the risk management
perspective there should always be a designated employee available to react to possible
issues. These suggestions also support the objective of creating a standardized process as the
ticketing system functions as the foundation for the entire process and its systematic

structure.

Another suggestion regarding the ticketing tool is to consider adding options for urgency or
a so-called red line for critical purchases so that the Team Leaders and the procurement team
would know if immediate action was expected of them. Multiple interviewees named this
feature as essential for ensuring teaching continuity. This suggestion can be supported by
previous literature, as researchers have argued that extended response times and slowness of

the process can be seen as one of the main disadvantages of centralization (Karjalainen,
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2011). Moreover, measures ought to be taken to lower the negative impact this disadvantage

might have on teaching.

The implementation of the ticketing system created the most division of opinions between
the interviewees. The interviewees were not unanimous on whether all purchases ought to
be centralized and requested through the ticketing system. Three differing opinions were
presented. Some felt that the reorganization could fail if some purchases were left outside
the centralization as it would create too many exceptions. Others saw that there are purchases
simply too complex for the procurement team. Lastly, some viewed that purchases with
minor value should be left outside the centralized process, meaning that there would be a
loophole for low-cost purchases that are seen as urgent. All three opinions can be seen
justified. Some highlight teaching continuity and others standardization and monitoring. The
thesis recommends that the case organization takes these three differing opinions into
consideration and weighs them while considering the objectives of the reform. It is essential
to maintain a practical decision-making approach. Moreover, if a purchase does not benefit
from centralization, or if centralization could cause even harm, not everything needs to be
centralized. However, too many exceptions can create inconsistency. To conclude, it is
suggested that after weighing these three differing approaches, the case organization
determines how they want to proceed. In case they decide to leave some purchases outside
the centralized process, it is suggested that the case organization conducts a survey where
the units look into their procurement needs and assess which of them, for a valid reason, can
be left outside the centralization for example purchases that require certain expertise to

conduct.

Team Leader approves the procurement proposals

Another feature regarding the implementation of the ticketing system that also created
division of opinions between the interviewees was the approval process. The Team Leader
interviewees did not agree on the ticketing system’s process flow regarding the procurement
requests. Instead, two differing opinions were presented. Some suggested that the teachers
could continue proposing minor everyday consumables without the Team Leader’s approval
since approving each ticket would be too time consuming and unnecessary. On the other
hand, others felt that this approach makes it hard to intervene in unnecessary purchasing that

has been an issue in some of the fields. These interviewees argued that a model where each



73

purchase is preapproved would enhances consumption monitoring and improve Team

Leaders’ awareness of the purchases and their necessity.

The thesis recommends that initially all purchases should be preapproved by the Team
Leaders. This suggestion can be justified with the interview data which shows how some
Team Leaders currently find it challenging to intervene in unnecessary purchases. In
addition, data from the current buyer interviews supports this claim of unnecessary
purchasing as interviewees disclosed how some employees have abused the purchasing
freedom provided by decentralized procurement. These challenges that the interviewees
disclosed have also been identified in previous studies and can thereby be considered
relevant. For example, Petersen et al. (2022) identified difficulty to monitor compliance with
the organizational purchasing rules as a downside of decentralized procurement since

purchasing relies on the unit’s own judgement and there is no central monitoring authority.

The pre-approval process would help tackle this issue by enabling better tracking of
purchases and consumption that are also factors which enhance risk management and create
cost savings. Additionally, it can be argued that the transparency and ethics of procurement
also improve as purchases are approved by the individual responsible. Procurement ethics
was also present in the interview data where it was highlighted that since the operations are
funded by taxes, they must also be ethically sustainable. This justification is also supported
by Stentoft Arlbjern & Vagn Freytag (2012) who argue that the demands for public
procurement are greater when compared with the private sector and these demands include

transparency, integrity, and accountability.

This suggestion of all purchases going through the Team Leaders highlights the role of the
Team Leaders as they cannot allow practices in their teams that bypass the new standardized
procurement process since it ensures that all purchases are transparent and that operations
are proactively planned. When purchases are proactively planned and ordered in large
quantities, there will be fewer approval requests to process for the Team Leaders. In case
the approval process is still received as too time consuming for the Team Leaders, corrective
measures can be considered, for example, by setting a monetary limit that would allow

certain purchases to bypass the approval stage of the process.
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Procurement team places the order

As part of the procurement centralization, some tasks of the procurement process will
become the responsibility of the procurement team. Consequently, resource allocation is
improved as teachers’ input can be directed to teaching. This plays a key role as it is believed
to create both cost savings and value as the quality of teaching is enhanced. This reallocation
1s supported by Pyykkdnen et al. (2023) who argue that cost savings potential should only
mean actions that do not compromise the quality of public services and therefore it is crucial
to find measures that view the matter comprehensively. One of these reallocated tasks is
placing the orders. It is recommended that before the procurement team places the order, it
should be their responsibility to make sure that the purchase request complies with the
predefined terms and conditions such as contract suppliers and product item specification.
Lastly, it is suggested that the case organization instructs the procurement team to find
cooperation opportunities between requests from fields sharing the same suppliers. This
suggestion is in line with the objectives of increased cooperation between the fields and cost

savings.

Procurement team arranges the logistics

Even though the focus of this thesis has been on the reformation of the procurement model,
and the redesign of logistics will be a separate part of the reorganization process, it has been
touched upon as it is strongly connected to the centralization of the procurement model.
Based on the interview data, it is recommended that the case organization assesses the
possibility of integrating internal logistics and warehousing into centralized procurement
through student involvement. Multiple interviewees considered it crucial for the success of
the implementation of the centralized procurement. If the case organization finds arranging
internal logistics impossible to implement at this time, it is highly recommended that the
case organization still aims to find logistical cooperation opportunities between the fields
sharing the same campuses. Both of these suggestions are in line with the objectives as they

create cost savings and either enhance student involvement or increase cooperation between

the fields.

Supplier claims & supplier development

Lastly, it is suggested that the procurement team monitors the suppliers to make sure that

they are also following the contracts since it was discovered that supplier monitoring is being
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neglected in the case organization. Monitoring can be regarded as crucial since it was
discovered that, in the past, the case organization has had incidents where the suppliers have
been mispricing some of their items. Therefore, there should be more resources to make sure
that the suppliers are behaving according to the contracts. Furthermore, once the purchase
order is delivered, the procurement team should assist the fields regarding possible measures
on supplier claims or supplier development. These measures could create cost savings as
poor quality, mistakes in orders and their pricing and other contract violations can become
costly in the long run. As the procurement team will take part in supplier monitoring,
teachers can yet again use their resources in teaching and therefore resource allocation is

another objective that this suggestion supports.

Suitability of centralization

The thesis will now briefly discuss if centralization can be seen as the correct approach for
the case organization. Firstly, it is important to acknowledge that, during the research, it was
discovered that both the current and the new procurement model can also be seen as hybrids
that have characteristics of both centralized and decentralized models. In other words, they
do not represent fully centralized or decentralized models. According to Munson & Hu
(2010) this can be considered common as most organizations combine features of centralized
and decentralized procurement models. However, the current model can be seen as more
decentralized than centralized and the new model will be more centralized than decentralized
and therefore it is relevant to compare the case organization’s objectives for the new

procurement model with the benefits of centralized model.

The conclusions section has introduced multiple arguments that have supported the
implementation of centralization. These arguments have aligned the objectives with the
benefits of centralization discovered in literature. However, although multiple factors
support the implementation of centralization, the suitability of centralization can also be
questioned both with the interview data and previous research. Centralization will also have
its downsides. As Petersen et al. (2022) argue, in a centralized procurement model it is harder
to take the fields’ customized requirements into account. The fact that the fields’
procurement needs are different, compromises the scale benefits of centralization.
Additionally, Petersen et al. (2022) argue that one of the main advantages of decentralization
is flexibility. The interviewees were concerned about how the loss of this flexibility might

affect their operations negatively. However, the data from the interviews also disclosed how
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some employees have abused their current purchasing freedom. Both the previous research
such as Karjalainen (2011) and the interview data viewed the lack of information regarding
the needs of the decentralized units as a downside of centralized procurement. Lastly, the
interview data raised concerns that the fact that the new process will be slower than the

current process might result in attitudinal issues such as maverick buying behavior.

To conclude, the thesis acknowledges that centralization will have its downsides which
might hinder the aimed benefits. However, rather than the advantages of decentralization,
the benefits of centralization are better in line with the objectives of the reorganization.
Additionally, none of the above-mentioned disadvantages of centralization are more harmful
than the issues that the case organization currently faces with the decentralized model.

Therefore, centralization can be seen as the correct approach.

Resistance to change

The centralization of procurement is a major change in how procurement tasks are divided
and executed compared to the decentralized model that has been the working standard in the
case organization for several years. As a result, the interviewees anticipated there to be at
least some level of resistance to change. This resistance to centralizing procurement has also
been discussed in previous literature. McCue & Pitzer (2000) even argue that the centralized
purchasing model inevitably results in conflicts between the centralized purchasing
department and the decentralized units. Moreover, noncompliance such as maverick buying
is a common counter reaction to procurement centralization (Karjalainen, 2011). It is
important to acknowledge the reasons behind this resistance and determine how it can be
tackled as it could otherwise hinder the entire centralization process. Moreover, McCue &
Pitzer (2000) argue that it is crucial to motivate the employees to comply with the new

process, or the scala benefits of centralization may never translate into actual cost savings.

Resistance to change was described as inevitable since the current model is so deeply
embedded in the teachers. Moreover, it is not only a reactive mindset, but it is also a habit
that many enjoy, as for some it creates meaningful social interactions outside the case
organization, for others the procurement tasks are simply enjoyable. Previous research also
acknowledges the unwillingness to terminate existing supply relationships as a reason behind
resistance to centralizing (Karjalainen, 2011). Additionally, the differing opinions regarding

the implementation of the new centralized model in the interview data predict resistance



77

since, regardless of which measures are taken, not everyone will be pleased. Moreover,
diverging opinions on themes such as the approval process and loopholes create situations
where the outcome will not satisfy everyone. However, many emphasized the importance of
consistency, meaning that whatever is decided, the guidelines must be clear to all to avoid
any inconsistencies. Therefore, the aim should not be to please all but to establish a

consistent process.

Based on the interview data, there are measures that can be taken to lower resistance. System
efficiency and user-friendliness ought to be highlighted as resistance should ease once the
teachers realize that the new model is meant to ease their workload. It should also be
acknowledged that no employee is unaware of the cost savings pressure that vocational
education is currently facing. Therefore, once the connection between the cost savings
objectives of the centralization and the centralization measures is demonstrated, employees
will be more likely to agree on the measures taken. Therefore, it is recommended that the
case organization prioritizes communication by proactively informing the employees about
the upcoming changes and their objectives. Well-thought-out and proactive communication
also allows employees time to adapt to these upcoming changes. The timing of the
centralization itself should lower resistance. Moreover, the timing could not be better as
changes are happening simultaneously and align with one another, such as the
implementation of the module-based structuring which facilitates to better define
procurement needs. In other words, centralization is reinforced by other reforms, creating a

cohesive and efficient system.

6.2 Limitations

Albeit the thesis succeeded in answering the research questions, the results also entail
limitations. The interviews were conducted, and their results analysed solely by the author
and therefore may entail biases that limit the results of the thesis. Additionally, the data was
gathered from only one case organization and thus represent the situation in their given
circumstances. However, even though the result of this thesis cannot be generalized, the
insights of this thesis can be useful for other public organizations especially in the field of

vocational education aiming to achieve cost savings by optimizing their procurement
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functions. Another limitation is the small number of current buyer interviews. Moreover, all
levels of the case organization were not represented equally, as Team Leaders created a clear
majority of the interviewees. By gathering more interview data from the current buyers’
perspective, the study could have taken each level of the case organization better into
account. However, the severity of this limitation was lowered by the fact that the interviewed
individuals were also able to elaborate on the fields’ circumstances and opinions beyond

their personal experience.

6.3 Further research

The changed environment in the field of vocational education creates a strong motive for
further research. Unless successful research on alternative sources of cost savings is
conducted, the quality of vocational education is at risk as the savings pressure gets higher
each year. These alternative sources of cost savings should only mean actions that increase
efficiency without compromising the quality of public services. Moreover, since effective
procurement highlights proactiveness, proactive value-focused rather than passive cost-
focused procurement strategies ought to be implemented. Furthermore, as the level of
centralization has been viewed as one of the most relevant structural decisions of public
procurement when aiming to improve efficiency, special attention should be paid to

determining the ideal level of centralization in the given circumstances.

The results of this thesis indicate that, by reorganizing public procurement from a reactive
decentralized model towards a proactive centralized model, the case organization can
develop a standardized procurement process that will create cost savings through proactive
planning and create value through improved resource allocation which enables the teachers

to focus on teaching.

Based on the arguments above, it would be beneficial to conduct further research on how
other public educational organizations could optimize their procurement in their given
circumstances. Moreover, research on how to create cost savings through procurement
optimization in other units of vocational education can be considered crucial as the entire

field is struggling to adapt to the new budget constraints. Additionally, as the reorganization
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process of procurement in the case organization is still ongoing, it could be beneficial to
conduct follow-up research on how centralization and other reforms managed to reach their
objectives and if the case could set a benchmark for other units of public organizations

weighing if they could benefit from procurement centralization.
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Appendix 1. Interview structure (1)

Background
1. What is your role and what are your main areas of responsibility?

2. How many years of experience do you have in procurement, and how long have
you been working in your current position?

Operating Environment and Current Procurement Model Overview

3. How would you describe the current state of vocational education, its operating
environment, and future?

4. What? Please, describe your procurement needs.

5. Who? How is procurement organized? How is responsibility for procurement tasks
distributed? Does the organization collaborate with other parties?

6. How? Please, describe your current procurement model and process.

Development
7. What are the strengths of the current decentralized procurement?
8. What are the challenges in decentralized procurement?
9. What are the most critical areas for improvement in the procurement process?
10. What are the objectives of procurement centralization?

11. Which procurement items should remain decentralized?



12. How should centralized procurement be implemented, in your opinion? How many
employees should the procurement team consist of? What procurement tasks would
fall under their responsibility? What type of technical system would best support
procurement?

Submitting procurement proposals
Approval of procurement proposals
Procurement planning (quantity, schedule, budget)
Technical specification

Tendering

Supplier selection

Order placement/purchasing
Logistics

Order receipt

Supplier claims

Invoice review

Invoice approval

Supplier development

13. What is your vision for procurement in five years?



Appendix 2. Interview structure (2)

Background
1. What is your role and what are your main areas of responsibility?

2. Please, describe your role within procurement and its reorganization process.

Operating Environment

3. How would you describe the current state of vocational education, its operating
environment, and future?

Development

4. What are the strengths of the current decentralized procurement?

5. What are the challenges in decentralized procurement?

What are the most critical areas for improvement in the procurement process?

What are the objectives of procurement centralization?

e =N

Which procurement items should remain decentralized?



9. How should centralized procurement be implemented, in your opinion? How many
employees should the procurement team consist of? What procurement tasks would fall
under their responsibility? What type of technical system would best support
procurement?

- Submitting procurement proposals
- Approval of procurement proposals
- Procurement planning (quantity, schedule, budget)
- Technical specification

- Tendering

- Supplier selection

- Order placement/purchasing

- Logistics

- Order receipt

- Supplier claims

- Invoice review

- Invoice approval

- Supplier development

10. What is your vision for procurement in five years?



Appendix 3. Interview structure (3)

Background

1.

What is your role, and what are your main areas of responsibility?

2. Which purchases are your responsibility? Could you describe your role within

procurement?

Current Decentralized Procurement Model

3.

Which of the procurement tasks listed below have you been conducting the current
model?

Presenting procurement needs
Approving procurement proposals
Planning

Defining technical requirements
Tendering

Supplier selection

Order placement

Logistics

Receiving the order

Supplier claims

Invoice review

Invoice approval

Supplier development

How is procurement organized in your unit? How many employees in your unit
handle tasks related to the procurement process?

Does your unit collaborate with other units for procurement purposes?

In your own opinion, how well do you understand your unit's procurement needs
and supplier selection process?

How foreseeable are the purchases in your unit? Are there any unpredictable
aspects? (How far in advance can procurement needs be anticipated? How often do
one-off purchases occur?)

How is the purchase approval process carried out in your unit?



9.

What type of inventory does your unit have? Does your unit use a shelving service?
Who is responsible for the selection, product quantities, and access to products? Do
you consider the service functional, or could it be improved? Would reorganization
of this service create cost savings?

New Centralized Procurement Model

10.

11.
12.

13.

What are your thoughts on the changes to procurement tasks introduced by the
reorganization?

What types of procurement items should be centralized / remain decentralized?

To better align contract suppliers with unit needs, more sectoral experts are needed
in the negotiation and tendering phases. Do you think your unit has individuals with
the time and resources for this role?

What expectations do you have for the new centralized procurement model?

Example Themes:

Technical implementation (e.g., "ticketing system")
Duration of the centralized procurement process
Defining procurement needs

Supplier selection

Procurement approval process

Collaboration across units

Logistics & warehousing



Appendix 4. Interview structure (4)

Background Questions

1.

What is your role, and what are your main areas of responsibility?

2. Which purchases are your responsibility? Could you describe your role within

procurement?

Current Decentralized Procurement Model

3.

Which of the procurement tasks listed below have you been conducting the current
model?

- Presenting procurement needs

- Approving procurement proposals
- Planning

- Defining technical requirements
- Tendering

- Supplier selection

- Order placement

- Logistics

- Receiving the order

- Supplier claims

- Invoice review

- Invoice approval

- Supplier development

How much of your working hours are spent on procurement tasks? Which tasks
take the most time? (e.g., planning, execution, logistics...)

Could you describe your supplier selection process? How well do you know your
organization's contracted suppliers? Can you describe situations or procurement
categories where the use of contracted suppliers is not justifiable?

How foreseeable are the purchases in your unit? Are there any unpredictable
aspects? (How far in advance can procurement needs be anticipated? How often do
one-off purchases occur?)

Does your unit collaborate with other units for procurement purposes?

What type of inventory does your unit have? Does your unit use a shelving
service?



New Centralized Procurement Model

9.

10.

11

12.

What are your thoughts on the changes to procurement tasks introduced by the
reorganization?

What types of procurement items should be centralized / remain decentralized?

. In your opinion, how should the storage and logistics of procurement items be

developed to ensure that the new centralized procurement model functions as
efficiently as possible?

What expectations do you have for the new centralized procurement model?

Example Themes:

Technical implementation (e.g., "ticketing system")
Duration of the centralized procurement process
Defining procurement needs

Supplier selection

Procurement approval process

Collaboration across units

Logistics & storage space



Appendix 5. Suggestions for each step of the centralized procurement process aligned
with the relevant objectives

PROCUREMENT PROCESS

TEACHER PLANS THE
PROCUREMENT NEEDS

TEACHER DEFINES THE
TECHNICAL
REQUIREMENTS

TEACHER SELECTS THE
PRELIMINARY SUPPLIER

TEACHER SUBMITS THE
PROCUREMENT REQUEST

TEAM LEADER APPROVES
THE PROCUREMENT
PROPOSALS

PROCUREMENT TEAM
PLACES THE ORDER

PROCUREMENT TEAM
ARRANGES THE
LOGISTICS

+ WAREHOUSING

SUPPLIER CLAIMS &
SUPPLIER DEVELOPMENT

SUGGESTION

Each field should determine how planning and predicting
procurement needs can be further enhanced in their given
circumstances e.g., by addressing issues of warehouse
management.

The case organization should specify commonly purchased
product items in order to create cost savings and make sure
that all fields are in an equal position.

Both teachers and Team Leaders ought to be better engaged
in the supplier tendering phase and the contract supplier
selection should focus more on the comprehensiveness to
avoid overlapping.

The case organization should provide clarification regarding
the contract suppliers to avoid misconducts.

The teachers responsible for submitting the procurement
requests ought to be designated.

Since user-friendliness was seen as one of the most valued
traits, it is recommended that it be given significant emphasis
when choosing or developing the ticketing system.

The responsibility for managing the ticketing tool should not
rest with only one employee.

The case organization should consider adding options for
urgency or a so-called red line for identifying urgent and
critical purchases.

After weighing the three differing approaches on keeping
some purchases decentralized, the case organization should
determine how they want to proceed. (survey*)

Initially all purchases should be preapproved by the Team
Leaders to avoid misconducts, to enhance risk management
through improved transparency, and to promote ethics of
public procurement.

In case the approval process is still received as too time
consuming for the Team Leaders, corrective measures can be
considered e.g., by setting a monetary limit.

Teachers’ resources ought to be directed to teaching.
Before the procurement team places the order, it should be
their responsibility to ensure that the purchase request
complies with the predefined terms and conditions e.g.,
contract supplier or specified product item.

The case organization should instruct the procurement team
to find cooperation opportunities between the requests.

The case organization should assess the possibility of
integrating internal logistics and warehousing into centralized
procurement through student involvement.

If it is impossible to implement currently, it is highly
recommended that the case organization still aims to find
logistical cooperation opportunities between the fields.

The procurement team should monitor the suppliers and assist
the fields in possible supplier claim or supplier development
action.

RELATED OBJECTIVE

PROACTIVE PLANNING
IMPROVED RISK MANAGEMENT
COST SAVINGS

PRODUCT ITEM SPECIFICATION
COST SAVINGS

IMPROVED RISK MANAGEMENT

IMPROVED RISK MANAGEMENT
STANDARDIZED PROCUREMENT PROCESS

IMPROVED RISK MANAGEMENT
COST SAVINGS
PROACTIVE PLANNING

IMPROVED RESOURCE ALLOCATION
COST SAVINGS
PRODUCT ITEM SPECIFICATION
COOPERATION BETWEEN FIELDS

COST SAVINGS
STUDENT INVOLVMENT
COOPERATION BETWEEN FIELDS

COST SAVINGS
IMPROVED RESOURCE ALLOCATION
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