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Abstract

Purpose — Using a contingency lens, this research aims to understand how procurement
maturity models can support procurement strategic alignment, by exploring the two concepts

of procurement maturity and procurement strategic alignment in academia and practice.

Design/methodology/approach — Based on the initial findings from a systematic literature
review on procurement maturity and procurement strategic alignment, as well as exploratory
mini-cases to explore practitioners’ understanding of procurement maturity, this study
employs three in-depth case studies of a major aerospace & defence manufacturer, a water
services provider and a bank. This study employs both inductive and deductive approaches.
Inductive elements encompass the exploration of how contextual contingencies influence
procurement maturity. Deductive elements include the testing of hypotheses regarding the

structure and application of maturity models.

Findings — This research demonstrates that target maturity profiles (i.e. the desired maturity
level per topic) strongly resemble procurement category strategies in that they define a
forward plan for the category, covering multiple procurement topics and tactics. Target
maturity profiles are dependent on a number of contextual factors, including product-,
supplier-, category-, company- and industry-level contingencies. The research shows that
procurement maturity should be measured at a category level instead of a functional level and
using profiles with individual scores per topic instead of aggregate measures for the function

as a whole.

Research limitations/implications — This study makes a novel contribution by questioning the
premise that higher maturity levels are generally desirable, asserting instead that procurement
maturity targets are contingent upon the procurement categories’ context. It provides a new
contingency-maturity model that can be used by category managers to assess their
procurement maturity and define category strategies. This also provides directions for further
research, which should investigate how the ‘maturity gap’ between current and target

maturity profiles is related to performance.

Originality/value — This is the first research to challenge the general desirability of higher
maturity levels. Using a contingency lens, this research adds to the procurement maturity
literature by providing a new perspective on procurement maturity, focusing on contextual
contingencies. This research demonstrates that desirable procurement maturity levels are
dependent on contextual contingencies at different units of analysis (i.e. industry, company,

category, product, supplier and situational level).

Keywords Purchasing, procurement, maturity, strategic alignment, contingency theory
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Introduction Research motivation

1 Introduction

1.1 Research motivation

Procurement as a function has changed radically over the last decades and is becoming
an increasingly important part of corporate success. Especially the challenges posed
through the Covid-19 pandemic have required procurement professionals to
accelerate response times and develop new suppliers under high time pressure: “The
pandemic has created a radically new, and constantly changing, purchasing

environment” (Bozzay and Magina, 2020, p. 1).

Especially medical procurement had to struggle with extreme supply shortages driven
by a reliance on international suppliers, the increase in opportunities for corruption,
complex processes and unforeseen demand increases (Sadiq and Kessa, 2020). Thus,

procurement is becoming an increasingly important part of competitive advantage.

However, the tools we use to teach and research procurement as well as to improve
procurement in practice are not changing alongside their environment. Whilst the
‘best practices’ and tactics included in procurement maturity models evolve over time,
the underlying constructs and assumptions have remained largely the same since the

1990s (as will be demonstrated in the literature review in chapter 2).

What this means is that as academics, consultants or procurement specialists we
convey a message to current and future professionals that it is necessary to chase ‘best
practice’ — at all cost and irrespective of their individual context. Whilst most experts
themselves might understand the importance of context and how this affects the use
of procurement maturity models, this is not necessarily communicated to

professionals.

This is a dangerous set-up, since procurement maturity models are a popular tool in
industries. Typically, these models are used by consultancies, such as A.T. Kearney or
KPMG (Blascovich et al., 2011; Khushalani, 2013). Consultancies often use maturity
models in an effort to identify improvement opportunities and to set up large-scale
projects. However, many companies continue using the maturity model to track

progress against the suggested projects, as done in BANK (BANK_Function 1).

This research therefore challenges existing procurement literature on the underlying
assumption that generically higher procurement maturity is desirable as it leads to

higher performance (Ellram et al., 2002; Schiele, 2007). Instead, this research takes a
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contingency view to explore the underlying concepts of procurement maturity and

procurement strategic alignment, both in academic literature and in practice.

1.2 Introduction to the research topic

Existing literature proposes two separate approaches to improve procurement
performance: Increasing procurement maturity or improving procurement strategic

alignment.

Procurement strategic alignment refers to the consistency of procurement’s strategy
and activities with the firm’s objectives (Baier et al., 2008). It is widely agreed that
strategic alignment is important to achieving superior performance. However, the
concept is interpreted differently in existing literature, even though some authors have
attempted to clarify the concept (Baier et al., 2008; Gonzalez-Benito, 2007; Sg¢gaard et
al., 2019).

Procurement maturity models on the other hand measure the sophistication of the
purchasing function, by classifying different procurement tactics into maturity stages
(Rozemeijer et al., 2003). Reflecting the historic evolution of procurement, they
provide a tool to improve procurement, based on the assumption “that greater

maturity is associated with better performance” (Schiele, 2007, p. 274).

Like strategic alignment, procurement maturity has been conceptualised and
measured differently in the literature (as demonstrated in the publication of the
literature review, to be found in Sggaard et al., 2019). Examples include Paulraj et al.’s
(2006) three stage maturity model, in which a procurement function falls into any of
these three stages. A contrasting example can be found in Beukers et al.’s (2006)
comparison of maturity profiles for different categories. In this conceptualisation
different topics are scored at different maturity levels. Beukers et al.’s (2006) research
demonstrates clear differences between categories as well as topics within the
maturity model, indicating that additional information can the conveyed through

profiles.

Whilst both procurement maturity and procurement strategic alignment have been
linked to performance, the results are somewhat contradictory. For instance, when

Ellram et al. (2002) do not find a maturity-performance relationship at firm level, they
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raise questions about the detailed relationship between procurement ‘best practices’

included in maturity models and performance:

“More research is needed to determine the strength of the linkage between [purchasing

and supply management] and corporate success. [...] Is there a set of “[purchasing and

supply management] best practices” that is generalizable across industries, or does this

vary by industry?” (Ellram et al., 2002, p. 14)
Taking this consideration a step further, the question can be expanded to not only
include variations in industry, but also by company or category. This research therefore
adapts Ellram et al.’s question to analyse how procurement maturity with its inherent
procurement best practices can support strategic alignment. Strategic alignment is
here understood as procurement supporting the company strategy, but in alignment
with the key notions of contingency theory and based on the findings of the
exploratory mini-cases as well as the three in-depth cases, it also includes

procurement contextual contingencies.

Contingency theory posits that performance depends on the fit of a firm’s strategy,
structure and processes (Miles and Snow, 1984). This idea is based on three core
elements: First, contingency theory assumes a relationship between organisational
characteristics, the proposed contingency and firm performance. Second, changes in
this contingency factor will, over time, cause changes in the organisational
characteristics. Finally, the fit between the contingency and organisational

characteristics affects firm performance (Donaldson, 2001).

When applied to this research, contingency theory indicates that better firm
performance is dependent on the relationship between contextual contingencies and
procurement maturity. Specifically, contingency theory would require academic
thinking to move away from the assumption that higher maturity has a generic
relationship to better performance, but that contingency factors determine the

requirement for higher maturity.

This research supports these key notions of contingency theory, by demonstrating that
whilst category managers aspire to higher maturity levels, they rarely aim to increase
maturity in all topics of the maturity model. Instead, the topics where they seek higher

maturity levels are dependent on contextual contingencies.

Moreover, this research provides an improved understanding of procurement
maturity. It demonstrates that not only should maturity models include contextual

contingencies, but to enable the identification of improvements based on these
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contingencies, maturity should be measured as a profile (i.e. allowing different scores
for each topic in the maturity model) and at a category level, since many of the

identified contingencies are below the functional level.

The findings are summarised in a contingency-maturity model, which is based on
existing maturity models, but is updated based on the findings in the three in-depth
cases, applying both inductive and deductive methods. The inductive elements
primarily include the identified contingencies, but also additional detail required to

accurately assess these contingencies.

Finally, this research also provides an improved understanding of procurement
strategic alignment. It moves away from the procedural top-to-bottom approach and
instead describes strategic alignment as a more tacit concept, in which category
managers experience the same contingencies as top management. As part of this, it
has also become apparent that what current literature as well as industry term a
‘category strategy’ is in reality a collection of procurement tactics. This means that a

category strategy is very like a ‘target maturity profile’.

For practitioners, this means that they should not unconditionally strive for better
maturity, but identify those maturity topics that provide the most value to the
organisation. The contingency-maturity model developed in this study also enables
practitioners to self-assess their own categories and thus identify opportunities for

improvements.

1.3 Research aims and objectives

1.3.1 Overall objectives and research question

To advance the understanding of procurement’s role in supporting competitive
advantage, this research takes a contingency perspective. This research follows
Michael Porter (1985, pp. 36—41) in recognising procurement as an important support
activity in the value chain. Procurement’s strategic relevance therefore depends on its
ability to support corporate objectives and the extent to which it is aligned with the
firm’s strategy. Applying this to maturity models, this research attempts to define the

relationship between procurement maturity and procurement strategic alignment.
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How can procurement maturity models support procurement strategic alignment?
This question is supported by two underpinning sub-questions:

RQ1. How do category managers achieve strategic alignment?
This question aims at understanding how category managers currently devise
category strategies and what contingencies they consider important to their
category strategies (for example, but not limited to, the business strategy)

RQ2. How is procurement maturity conceptualised by procurement managers?
This element of the research aims to further the understanding of maturity. It
focuses on how maturity is perceived by procurement professionals, and

therefore how it should be measured

These two research questions as well as their underpinning hypotheses (deduced in
the Literature Review Chapter 2) are further detailed in the methodology section (see

chapter 3 Methodology).

1.3.2 Scope exclusions: Firm or procurement performance

This research will not cover the relationship between the procurement maturity gap
and firm or procurement performance, since this analysis would require the
confirmation of hypotheses 1-3 and a different approach would be needed.
Specifically, where hypotheses 1-3 require an exploratory, inductive research strategy,
the research of performance requires a more deductive format. Further research may
build on this research by examining the impact of the maturity gap on firm and
procurement performance. But this would require a more deductive study, for
example through survey research or a longitudinal study. The analysis of performance

will therefore be excluded in this research.

1.3.3 Definitions

Following van Weele’'s (van Weele, 2018, p. 9) differentiation of procurement
terminologies, this thesis uses ‘procurement’ as a term to encompass all procurement-
related activities, in contrast to ‘purchasing’, which is often associated with a more
operational connotation. This includes any strategic sourcing activities, the actual
sourcing process as well as any customer or supplier management required.
Procurement is defined as “the management of the company’s external resources in
such a way that the supply of all goods, services, capabilities and knowledge, which are

necessary for running, maintaining and managing the company’s primary and support
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activities is secured under the most favourable conditions covering the materials,
information and money flows up to the point of consumption” (van Weele, 2018, p. 7).
This broad definition allows the inclusion of broad case studies, since procurement

processes are set up differently across cases.

1.4 Thesis outline

The thesis structure will follow the key stages of the thesis, as indicated in Figure 1. It
demonstrates the key objectives of each stage, how hypothesis 1 from the literature
review changes after the exploratory mini-cases (proposition 1) and the pilot case

(proposition 2).

Both the research question (How can procurement maturity models support
procurement strategic alignment?) and the two sub-questions (RQ1. How do category
managers achieve strategic alignment? and RQ2. How is procurement maturity

conceptualised by procurement managers?) remain the same over the whole research.

However, Figure 1 shows that hypothesis 1 (Procurement category strategies should
be aligned with the firm and procurement strategy and determine the target maturity
profile) changes after the exploratory mini-cases to proposition 1 (Procurement and
category strategies are dependent on contextual contingencies) and then proposition 2
after the pilot case A&D (The target maturity profile is dependent on contextual
contingencies). However, proposition 2 remains the same after the pilot case, as cases
2 (WATER) and 3 (BANK) support proposition 2.

Hypothesis 2 (The most appropriate measurement type for procurement maturity is
the maturity profile, not an aggregate maturity measure) and hypothesis 3 (The most
appropriate unit of analysis for procurement maturity is the procurement category)
remain the same throughout the whole research, as all three cases support the

hypotheses deduced from the literature.

Figure 1 summarises these developments in research questions and hypotheses.
Changes to hypotheses or propositions are highlighted in blue, whereas stable

hypotheses or propositions are indicated by grey shading.
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’ : WATER) BANK)

Figure 1: Key research stages

Chapter 2 (Literature review) will provide a systematic literature review (SLR) of the
relevant literature, focusing on procurement maturity and procurement strategic
alignment. This section includes both an overview of the SLR methodology as well as
the key descriptive and thematic findings. The findings are discussed and developed
into an initial conceptual model. The literature review is based on Sggaard et al.
(2019).

Chapter 3 (Methodology) will discuss the research strategy and design both for the
exploratory mini-cases and the in-depth cases followed for the empirical research. It
will provide a rationale for the case studies chosen, discuss the implications of the
exploratory mini-cases and the pilot case, and finally cover the methodological

limitations.

Chapter 4 (Results: Mini-cases) will provide an overview of the exploratory mini-cases
conducted before initiation of the main empirical research. These were conducted to
better understand the concepts researched in practice and to ensure the research was
relevant for practitioners and included a bank, a food and beverage company, an
automotive aftermarket services provider and a soft drinks manufacturer. These
exploratory mini-cases have previously been published in Sggaard et al. (2019),

together with the literature review.
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Chapters 5 (Results Case 1: A&D), 6 (Results Case 2: WATER) and 7 (Results Case 3:
BANK) discuss the findings from the in-depth cases. They cover an introduction to the
case company, the findings regarding each research question, as well as a mapping of
key contingencies’ influence on maturity topics. Each case study concludes with a
discussion of the research questions, the impact on the conceptual model and the

access limitations faced.

Chapter 8 (Cross-case analysis) provides an in-depth comparative analysis of the three
cases. As the individual cases, this chapter is structured around the research questions,

however, it focuses on the commonalities and differences between cases.

Chapter 9 (Discussion) discusses the findings in comparison to existing literature and
highlights the extent to which the case study findings support the conceptual model

developed from the literature.

Finally, Chapter 10 (Conclusion) summarises the key contributions to theory and

practice and discusses research limitations and further research.
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2 Literature review

This section will summarise the key literature around procurement maturity and
procurement strategic alignment. It will conclude with the development of a
conceptual model to guide the empirical work. The literature review presented here is

an updated version of a previously published paper (Sggaard et al., 2019).

2.1 Method: The systematic literature review

To answer the research questions, this research assesses existing literature, focusing
on academic literature, but drawing on consultancy publications to compare the state
of knowledge in academia and industry. This section will describe the detailed steps

taken to collect and analyse the input material.

Systematic reviews aim to reach reasonable conclusions “about what is and is not
known” (Denyer and Tranfield, 2009, p. 671) using a rigorous methodology to identify,
select and analyse existing research. Adapting methodologies from medical sciences
for management research, Tranfield et al. (2003) developed a three-stage process,
describing the planning, conducting and reporting of the review. Their process has

been followed for this research and will be outlined in this section.

2.1.1 Review question development

This research challenges existing procurement literature on its lack of consideration of
contextual factors and the resulting generic recommendations of ‘best practices’
across categories, functions and firms. It uncovers limitations that run through the
body of literature on both procurement maturity and procurement strategic
alignment. Together with the reliance on positivist assumptions, this raises doubts

concerning the identified relationships.

The research reviewed is firmly rooted in strategic procurement literature, which
stresses the increasing recognition and bottom-line impact of procurement (Ramsay
and Croom, 2008). This position is based on procurement’s historic evolution, which is
replicated in procurement maturity models. These reflect “the level of professionalism

III

in procurement at the business unit level” (Rozemeijer et al., 2003, p. 5).

Both strategic procurement and procurement maturity models are generally assumed
to be desirable, thus supporting the theorised bottom-line impact of the procurement

function. However, conflicting results undermine the strength of the identified
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relationships and drive the question as to how procurement can best support the firm
(Ellram et al., 2002). Moreover, the theoretical basis for procurement’s strategic
relevance is still debated (Mol, 2003; Ramsay, 2001).

The literature review aims to outline the relationship between procurement maturity
and procurement strategic alignment. To answer this, the following review questions

have been considered:

1. How is procurement strategic alignment conceptualised in academic literature?

2. How are procurement maturity models conceptualised in academic literature?

The remainder of this chapter details the approach, including a systematic literature
review, which is compared to consulting views. Next, the theoretical background for
this research is described, followed by the analysis and comparison of academia and
consulting views. Finally, results are discussed in the context of contingency theory and

the implications for theory and practice are considered.

2.1.2 Keyword development and systematic search

The review questions can be broken down into three major components:
procurement, maturity and strategic alignment. As all three areas are complex
concepts with different terminologies used by different authors, different synonyms
have to be considered in the literature review. Table 1 defines the different terms for

each of these, which will form the keywords for the search strings.

Table 1: Keywords

Review question

Keywords
component
Purchasing (Baier et al., 2008; Bemelmans et al., 2013; Cavinato, 1999; Cousins et al., 2006;
Ellram et al., 2002; Freeman and Cavinato, 1990; Mikalef et al., 2015; Narasimhan and Das,
2001; Paulraj et al., 2006; Rebolledo and Jobin, 2013; Reck and Long, 1988; Rozemeijer and
T van Weele, 1998; Schiele, 2007)
Procurement (Barry et al., 1996; Paulraj et al., 2006; Schiele, 2007)
Supply (Cousins, 2005), supply management (Ellram et al., 2002; Handfield et al., 2015;
Rebolledo and Jobin, 2013; Schiele, 2007)
Buying (Freeman and Cavinato, 1990; Keough, 1993; Paulraj et al., 2006)
Maturity (Bemelmans et al., 2013; Schiele, 2007)
Development model (Barry et al., 1996; Rozemeijer and van Weele, 1998)
Maturity Configuration (Cousins et al., 2006)
Stages (Cavinato, 1999; Freeman and Cavinato, 1990; Keough, 1993; Reck and Long, 1988)
Levels (Paulraj et al., 2006)
Best practices (Ellram et al., 2002)
Alignment/Misalignment (Baier et al., 2008; Cavinato, 1999; Cousins, 2005; Handfield et al.,
Strategic 2015; Mikalef et al., 2015; Rebolledo and Jobin, 2013)
alignment Integration (Narasimhan and Das, 2001; Paulraj et al., 2006)
Fit/fitting (Cavinato, 1999; Freeman and Cavinato, 1990; Rebolledo and Jobin, 2013)
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Strategic procurement is included as an additional keyword, as the concept often

includes aspects of strategic alignment. These resulting search string elements are
described in Table 2.

Table 2: Search string element definition

Review question .
9 Search string element

component
Procurement purchas* OR procur* OR “supply management” OR “supply-management” OR buy*
Maturit maturity OR “development model” OR stages OR levels OR “best practices” OR
¥ configuration
Alignment align* OR misalign* OR integrat* OR fit*
Strategic procurement “strategic purchasing” OR “strategic sourcing” OR “strategic procurement”

These search strings were then combined in the following two ways to reflect the main
research question (see Table 3):

e Procurement within three words of maturity

e Procurement within three words of (alignment or strategic procurement)

Table 3: Actual search strings

Purchasing w/3 (alighment or strategic

Purchasing w/3 maturity

purchasing)

" , | ((purchas* OR procur* OR “supply management”
((purchas* OR procur* OR “supply management " ”
pOR ”supply-rzanagement" Cg)lsguy*) NgEAR/3 OR. s:pply-maﬁage;menjc OR bu*y*) NI.E',A,:RB
(maturity OR “development model” OR stages OR ('sallgn C.)R m'sa"g.” 9R |n’tlegrat .OR fit ).OS,
levels OR “best practices” OR configuration)) (“strategic purchasn:\g OR “strategic sourcing
OR “strategic procurement”)))
((purchas* OR procur* OR “supply management”
OR “supply-management” OR buy*) N3 ((align*
OR misalign* OR integrat* OR fit*) OR (“strategic
purchasing” OR “strategic sourcing” OR “strategic
procurement”)))

ABI

((purchas* OR procur* OR “supply management”

EBSCO OR “supply-management” OR buy*) N3 (maturity

OR “development model” OR stages OR levels OR
“best practices” OR configuration))

These were applied to title and abstract searches in ABI/Inform Complete (ProQuest)
and EBSCO, reduced to peer-reviewed journals with no time restriction. These
databases were selected, as they contain a large number of peer-reviewed articles in
business and management. ABI provides access to 3,900 journals, covering a variety of
business and management subjects since 1971. EBSCO contains over 3,700
publications with over 1,900 from peer-reviewed journals, covering all aspects of

business and management (Cranfield University, 2017).
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2.1.3 Screening process

Method: The systematic literature review

The papers returned from the search strings were initially screened based on their title

and abstract against the selection criteria provided in Table 4. This was followed by a

full text screening, in which the same selection criteria were applied. The papers

remaining after both screening steps were taken forward into the analysis.

Table 4: Selection criteria (adapted from Watson et al., 2015)

Inclusion

Exclusion

Criteria

Articles in the context
of procurement

Articles focusing on topics such as
consumer buying, IT, mergers and
acquisitions, engineering, governance,

Rationale

To ensure articles

Context . U . . support answering
maturity and banking, innovation, project .

. . . research question

procurement alignment management, sociology, marketing, HR,

health care etc.
Supply chain management with focus
other than procurement (e.g. planning or
Papers on procurement . P . (eg p. &
. logistics), or focusing on a special aspect
. ) maturity models, . .
Topical fit: including maturit of procurement without reference to To ensure articles
Procurement & y maturity models support answering
. models that focus on a - :
maturity . . Maturity models that focus on research question
single capability (e.g. )
A supporting aspects that are not
global sourcing) e
capabilities (e.g. IT systems for
procurement)
Integration (horizontal alignment),

. . Strategic (vertical network alignment (e.g. with suppliers .
Topical fit: . gic ( ) g (e pp ) To ensure articles
. alignment between Strategic procurement papers .
Alignment support answering

conceptualisation

procurement strategy
and firm strategy

conceptualising procurement without
alignment (e.g. only
planning/status/supplier collaboration)

research question

. . To ensure
Peer-reviewed, Non-scholarly articles, newspapers, trade ] .
A . N . . methodical rigour
Publication type scholarly and academic | publications, magazines and proceedings, and
papers working papers, theses, books .
comprehensiveness
To include
.. development of
Date of publication All None
core concepts over
time
Language English All other languages To avoid errors in
guag g guag translation
To include
. differences
Sector / industry All None . .
between industries
and avoid bias
Research method All None To avoid bias
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2.1.4 Search string results

Table 5 provides an overview of the papers taken forward at each step. It indicates
that the initial searches resulted in 5,484 papers, which were reduced to 377 papers
after the title and abstract screening. The full text screening excluded another 214
papers, resulting in 163 papers. Removing duplicates, this resulted in 100 papers taken

forward to the analysis.

However, 18 papers that fully satisfied the selection criteria were included from
references and panel recommendations, resulting in 118 papers included in the

analysis.

Table 5: Search string results by process step

Procurement within 3 words

Procurement within 3 words ) X
of (alignment or strategic

of maturity

Search string

procurement)
Database EBSCO ABI EBSCO ABI

Initial results 1,987 1,344 1,265 888 5,484
Title and abstract screening 61 47 150 119 377
Full text screening 30 21 58 54 163
Remove duplicates (papers taken forward to analysis) 88
Conference papers 0
Additional papers through reference search/panel recommendations 18
Total papers considered 118

Although quality aspects were assessed, no papers were excluded due to quality
criteria. Question one focuses on underlying assumptions that can be informed by all
papers, independent of their quality, as all included papers are read by other
academics and therefore constitute the body of knowledge. In contrast, the quality of
the paper does impact on the reliability of identified relationships. Therefore, the
quality of papers was taken into account during the content extraction and will be

discussed in the thematic analysis of this section.

The data extraction included general paper information, data on the methodology
chosen and (where applicable) details on maturity models, strategic procurement and

strategic alignment.
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2.1.5 Consultancies
To compare the state of knowledge in academia with industry, this review includes
consultancy papers. Consultancies can be expected to do regular research and through

their advisory role they shape the expectations of industry.

Consultancies were selected based on the Forbes 2016 ranking of America’s Best
Consultancies, which was compiled through both surveying management consultants
and consulting clients for recommendations in different sectors and functional areas
(Forbes, Inc. and Statista, Inc., 2016). The ranking was filtered for consultancies
recommended in the functional area “Supply Chain Management”, which resulted in

34 consultancies taken forward into the searching phase.

While this approach limited consultancy papers to U.S. consultancies, this was
expected to vyield sufficient results, as the U.S. is a large market for consulting.
Additionally, a large number of the identified consultancies operate on a global level

and would report major findings or developments in other countries on their websites.

The consultancies’ websites were searched for publicly available consultancy reports.
The reports were subject to the same selection criteria as academic and conference
papers, except for the publication type. As the process of publishing in industry is
different from academia, peer-reviewing could not be included as a selection criterion.
However, to ensure a certain level of rigour in research, only evidence-based papers
were included. Papers therefore had to explicitly describe a methodology or, at the

very least, describe the data used.

Table 6 indicates the number of papers identified for each of the consultancies after
the initial screening and a second full text screening. The majority of the papers in this
second stage had to be excluded due to lack of any empirical evidence. The screening
process resulted in eight papers from seven consultancies taken forward into the

analysis.
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Table 6: Consultancies considered (Forbes, Inc. and Statista, Inc., 2016)

Number of papers
included
(full text screening)

Number of papers found

Consultancy name . .
y (title screening)

N

A.T. Kearney

Accenture

Alexander Proudfoot

AlixPartners

Aon Hewitt

Avasant

Bain & Company

Booz Allen Hamilton

Capgemini

Censeo Consulting Group

Chainalytics

CSC (Computer Sciences Corporation)

Deloitte Consulting

O|lr|[O|OCO(OCO (R, [ININIO(O[O|(F (N[,
olo/lo|lo|lo|o|lOoO|r|O|lO|OC|O|F

EY Advisory Services

>
S~
Q
>
S~
Q

Gartner Consulting

Huron Consulting Group

Insight Sourcing Group
KPMG (Consulting Practice)

Kurt Salmon

L.E.K. Consulting

Logistics Consultants

McKinsey & Company

Navigant Consulting
Oliver Wight

Oracle Consulting

Point B

PricewaterhouseCoopers Advisory Services

Roland Berger Strategy Consultants

strategy&, part of the PwC network

The Boston Consulting Group

The Hackett Group

The Progress Group

Tompkins International

o|jlo|jo|lo|lOo|(MNM]|O|W|O|O|O|O|Rr|O|O|(FRr|U|KL|O

Vizient

| oflo|lof(fr|OfRr|O|J|O|O|O|O|O|O|OCO|OCO|O || |O

Total

w
N
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2.2 Theoretical background

This section will outline the core aspects of contingency theory and how these are

related to existing research in the procurement domain.

Contingency theory moves beyond universalistic theories that propose one best way to
organise in order to achieve maximum performance. Instead, it assumes that
competitive advantage stems from the fit of organisational characteristics with
contingencies, especially the environment, organisational size and strategy
(Donaldson, 2001). Miles and Snow (1984, p. 10) propose that

“it is becoming increasingly evident that a simple though profound concept is at the heart
of many organization and management research findings as well as many of the proposed
remedies for industrial and organizational renewal. The concept is that of fit among an
organization’s strategy, structure, and management processes.”

It has been proposed there is no single contingency

theory, but a multitude of contingency theories m

b

based on a unifying paradigm formed of three core STRATEGIC
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production competence relies on these elements to o
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develop a contingency theory for production strategy (Gonzalez-Benito, 2007)

alignment (Hayes and Wheelwright, 1984; Vickery,
1991). Gonzales-Benito (2007) and Baier et al. (2008)
have further progressed this into the procurement
domain, arguing that similar concepts hold true in

this area (see Figure 2).
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Procurement strategic alignment can thus be defined as the consistency of
procurement’s strategy and activities with the firm’s objectives (Baier et al., 2008). This
strategic or vertical alignment with corporate objectives has to be distinguished from

horizontal alignment with peer functions (van Hoek and Mitchell, 2006).

While the importance of procurement strategic alignment is widely agreed upon, it is
conceptualised differently. This is especially apparent in strategic procurement
literature. Strategic procurement is grounded in procurement’s historic development
from an administrative towards a more strategic process. It is based on the consensus
that procurement will only be more involved in the corporate planning processes,

when it is recognised as strategic (Carr and Smeltzer, 1997) and has been defined as

“[the] process of planning, implementing, evaluating, and controlling strategic and

operating purchasing decisions for directing all activities of the purchasing function

toward opportunities consistent with the firm's capabilities to achieve its long-term goals”

(Carr and Smeltzer, 1997, p. 200).
While the definition clearly relates to the concept of strategic alignment, Carr and
Smeltzer’s (1997) article highlights that strategic procurement focuses on the pursuit
of increasing procurement status and recognition. They continue to link strategic
procurement to higher status, higher skill levels, an increased willingness to take risks
and resource availability. This contradicts purist conceptualisations of procurement
strategic alignment focusing on the above definition around consistency of

procurement activities and objectives with firm goals.

This demonstrates that the concept of procurement strategic alignment is not clearly
understood — or at least not clearly agreed upon — in procurement literature. This is
also demonstrated in procurement maturity models, which reflect procurement’s
evolution and provide a tool to improve organisational procurement (Schiele, 2007).
Procurement maturity is said to reflect “the level of professionalism in procurement at

|II

the business unit level” (Rozemeijer et al., 2003, p. 5). Similarly to strategic
procurement, it is not entirely clear how procurement strategic alignment is

conceptualised.

The following sections aim to clarify the different concepts of procurement strategic

alignment and strategic procurement and procurement maturity.
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2.3 Results

2.3.1 Descriptive and theoretical analysis
This section provides an overview of the papers included in the analysis, focusing on

academic literature with an overview of consultancy papers.

2.3.1.1 Topics covered
Table 7 demonstrates that the majority of papers focus on procurement maturity and

strategic procurement, with only 22 papers on procurement strategic alignment.

Table 7: Academic papers by topic area

*Note: Some papers cover more than one topic so both the total may appear higher

Papers by topic area Number of papers

Procurement maturity 39 (33%)
Procurement strategic alignment 22 (19%)
Strategic procurement 65 (55%)
Total* 118

Figure 3 and Figure 4 show how these topics have progressed over time. They
demonstrate that apart from three early contributions (Adamson, 1980; Farmer, 1981;
Spekman and Hill, 1980), little has been written on either topic throughout the 1980s.
However, towards the late 1980s, all three topics picked up, with an increasing number

of contributions since 2000.

Number of papers published by year
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Figure 3: Topics published by year (academic papers)
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Figure 4: Cumulative papers by topic (academic papers)

2.3.1.2 Research methods

The research area has changed in methods used. In the 1980s and 1990s, most papers
were conceptual, supported by some empirical research. This changed in the late
1990s when survey research became predominant, supported by an increasing number

of case studies (see Figure 5 and Figure 6).
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Figure 5: Methods used by year (academic papers)
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Figure 6: Cumulative papers by method (academic papers)

Table 8 provides further detail of papers reviewed by research method and topic. It
demonstrates that while survey research is popular across all three topics, research on
procurement maturity models favours case studies, and papers looking into strategic

alignment are frequently conceptual.

Table 8: Academic papers by research method

*Note: Some papers cover more than one topic and/or use more than one method so the totals may appear higher

Number of papers

Method i i strategic
maturity alignment
procurement

Survey 17 (44%) 10 (45%) 53 (82%) 75 (64%)
Case study 15 (38%) 2 (9%) 6 (9%) 21 (18%)
Conceptual 4 (10%) 8 (36%) 6 (9%) 17 (14%)
Interviews 5 (13%) 1 (5%) 3 (5%) 9 (8%)
Other 1(3%) 1(5%) 2 (3%) 4 (3%)
Total* 39 22 65 118

This reliance on deductive research (surveys and conceptual papers make up 80% of all
papers) indicates a predominance of positivist epistemologies, especially since case
studies are often used to test or develop an existing maturity model, not to explore
underlying concepts or assumptions (e.g. Versendaal et al., 2013). Positivism relies on
the premise that science is value free and implies that relationships can be measured
(Bryman and Bell, 2006).
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This is related to the low number of research papers using interviews, which are useful
to understand practitioners’ views. For relatively unexplored fields such as
procurement maturity and procurement strategic alignment, there seems to be little
inductive and explorative research, indicating that existing research is driven by

academic interests, rather than industry-driven issues.

2.3.1.3 Industries considered

Table 9 indicates the popularity of manufacturing as an industrial context — however, it

also demonstrates a high number of papers reviewing other industries.

Table 9: Academic papers by industry
*Note: Some papers cover more than one topic and/or one industry so the totals may appear higher

Number of papers

Industries considered . . strategic
maturity alignment
procurement

Manufacturing 19 (49%) 9 (41%) 30 (46%) 54 (46%)
Various (incl. Retail) 10 (26%) 6 (27%) 17 (26%) 30 (25%)
Service 5 (13%) 2 (9%) 5 (8%) 12 (10%)
Service and Manufacturing 4 (10%) 2 (9%) 4 (6%) 10 (8%)
Public organisation 4 (10%) 1(5%) 4 (6%) 9 (8%)
Not defined 5 (13%) 2 (9%) 6 (9%) 12 (10%)
Total* 39 22 65 118

2.3.1.4 Journals

Table 10 outlines the number of papers published in different journals. It
demonstrates that the majority of papers are published in the Journal of Purchasing &
Supply Management, followed by the International Journal of Operations & Production
Management and the Journal of Supply Chain Management. The high concentration in

a few journals indicates a focused debate (43% of papers are published in six journals).
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Table 10: Academic papers by journal

Journal Number of papers

Journal of Purchasing & Supply Management 13 (11%)
International Journal of Operations & Production Management 12 (10%)
Journal of Supply Chain Management 8 (7%)
Journal of Operations Management 7 (6%)
Journal of Purchasing & Materials Management 6 (5%)
International Journal of Purchasing & Materials Management 5 (4%)
Journal of Business & Industrial Marketing 3 (3%)
International Journal of Public Sector Management 3 (3%)
Industrial Management & Data Systems 3 (3%)
Strategic Change 3 (3%)
International Journal of Production Economics 3 (3%)
European Journal of Purchasing & Supply Management 3 (3%)
Benchmarking: An International Journal 2 (2%)
Journal of Public Procurement 2 (2%)
Supply Chain Forum 2 (2%)
International Journal of Physical Distribution & Logistics Management 2 (2%)
Academy of Management Executive 2 (2%)
Journal of Managerial Issues 2 (2%)
Supply Chain Management: An International Journal 2 (2%)
Other (1 paper published in these journals) 35 (30%)
Total 118

2.3.1.5 Underlying theories

Table 11 indicates that a large proportion of the papers reviewed (65%) do not clearly
state a theoretical perspective for their research. As Colbert (2004, p. 341) argues,
“without good theory, the field [...] could be characterized as a plethora of statements
regarding empirical relationships and/or prescriptions for practice that fail to explain
why these relationships exist or should exist”, indicating that a lack of theory is a

serious obstacle to determining procurement’s impact on corporate success.

Table 11 also shows that procurement research is primarily driven by the resource-
based view or its extension, the relational view. This indicates that procurement is
generally seen as a strategic capability that can drive competitive advantage through
strategic resources (Carr and Pearson, 2002). These could be obtained through
information advantages stemming from knowledge of the supplier market (Carr and
Smeltzer, 2000) or through superior supplier relationships (Castaldi et al., 2011; Dyer
and Singh, 1998).

Papers looking at strategic alignment also use contingency theory, proposing that

competitive advantage stems from the fit of procurement’s actions and objectives with
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the firm strategy (Baier et al., 2008; David et al., 2002; Pohl and Forstl, 2011). Neither

procurement maturity nor strategic procurement research uses this theory.

Table 11: Academic papers by theory

*Note: Some papers cover more than one topic and/or used more than one theory so the totals may appear higher

Number of papers

Papers by theory used i 5 strategic
maturity alignment
procurement

no theory 35 (90%) 9 (41%) 39 (60%) 77 (65%)
resource-based view 0 (0%) 2 (9%) 7 (11%) 9 (8%)
relational view 1(3%) 0 (0%) 5 (8%) 6 (5%)
transaction cost theory 0 (0%) 2 (9%) 3 (5%) 5 (4%)
dynamic capabilities theory 0 (0%) 1(5%) 4 (6%) 5 (4%)
contingency theory 0 (0%) 4 (18%) 0 (0%) 4 (3%)
agency theory 0 (0%) 2 (9%) 0 (0%) 2 (2%)
theory of production competence 0 (0%) 2 (9%) 0 (0%) 2 (2%)
knowledge-based view 0 (0%) 1(5%) 1(2%) 2 (2%)
expectancy theory 0 (0%) 1 (5%) 0 (0%) 1(1%)
absorptive capacity concept 1 (3%) 0 (0%) 0 (0%) 1(1%)
social comparison theory 0 (0%) 0 (0%) 1(2%) 1(1%)
strategic intent 0 (0%) 0 (0%) 1(2%) 1(1%)
information processing view 0 (0%) 1(5%) 0 (0%) 1(1%)
configuration theory 1 (3%) 1(5%) 0 (0%) 1(1%)
resource dependency theory 0 (0%) 0 (0%) 1(2%) 1(1%)
resource advantage 0 (0%) 0 (0%) 1(2%) 1(1%)
corporate coherence 1 (3%) 1(5%) 0 (0%) 1(1%)
corporate planning 0 (0%) 1(5%) 0 (0%) 1(1%)
institutional theory 0 (0%) 0 (0%) 1(2%) 1(1%)
diffusion of innovation theory 0 (0%) 0 (0%) 1(2%) 1(1%)
resource advantage theory 0 (0%) 0 (0%) 1(2%) 1(1%)
social network theory 0 (0%) 0 (0%) 1(2%) 1(1%)
Total* 39 22 65 118

2.3.1.6 Consultancies

Table 12 and Table 13 review the consulting papers identified, highlighting a focus on

procurement maturity, as only one empirical paper focusing solely on procurement

strategic alignment could be identified. They also highlight that very little has been

published on both topics in recent years, due to an increasing focus on digitalisation

and risk management (Covid-19) in recent years. Finally, they demonstrate that,

similarly to academic papers, surveys are the most popular research method,

supported by interviews and case studies. Finally, the majority of publications do not

specify the industries considered in their research (Table 14).
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Table 12: Consulting papers by topic

*Note: Some papers used more than one method so the total may appear higher

Number of papers by year maturity alignment Cum. total
2007 1 1

2008
2009
2010
2011
2012
2013
2014 1
2015
2016
2017
2018
2019
2020
2021
n.d. 1 1
Total* 7 2 8
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Table 13: Consulting papers by method

*Note: Some papers used more than one method so the total may appear higher

Method used Total ‘
Survey 5 (63%)
Interviews 2 (25%)
Case study 2 (25%)
Total* 8 (100%)

Table 14: Consulting papers by industry

Industries considered Total ‘
Not provided 4 (50%)
Manufacturing and services 2 (25%)
Various 2 (25%)
Total 8
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2.3.2 Conceptualisation of procurement strategic alignment

This section will review conceptualisations and measurements of procurement

strategic alignment in order to understand underlying constructs and premises.

2.3.2.1 Procurement strategic alignment in academic research
Table 15 provides an overview of the different conceptualisations, indicating that the

reviewed papers can be classified broadly into three sections:

1. Papers classified as strategic alignment are those that follow the definition
used in this research, focusing on the consistency of procurement strategies
and activities with corporate objectives. Table 15 highlights that only 26% of all
papers reviewed use this conceptualisation, indicating a significant gap

2. Strategic procurement papers use a multi-measure construct covering different
aspects

3. Congruence requires the alignment of levels of maturity across different

categories or between procurement and the firm

Table 15: Academic papers by alignment conceptualisation
*Note: Some papers cover more than one topic and/or conceptualisation of procurement alignment so the totals

may appear higher

Number of papers

Conceptualisation of procurement

alignment maturity alignment strategic
procurement
Strategic alignment 11 (28%) 21 (95%) 1(2%) 31 (26%)
Strategic purchasing 1(3%) 38 (58%) 38 (32%)
Congruence 4 (10%) 1 (5%) 4 (3%)
Alignment not considered 23 (59%) 26 (40%) 45 (38%)
Total* 39 22 65 118

The conceptualisation of strategic alignment as congruence differs significantly from
the strategic alighnment definition used in this research. Therefore, papers in this
category are not considered as part of the strategic alignment literature for this

research.

Strategic procurement papers use an aggregate measure, capturing different concepts
including strategic alignment. This is demonstrated in Figure 7, which indicates the
cumulative number of papers by concepts included in strategic procurement

measures. In agreement with Carr and Smeltzer’'s (1997) definition, most papers
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clearly focus on alignment and strategic planning measures. However, a large number

of papers also includes procurement’s status and involvement in organisational

processes.
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Figure 7: Cumulative number of papers by strategic procurement measures

However, the graph also shows some topics that are covered frequently (see also Table
15), especially strategic planning, which refers to the definition of long-term plans
supporting the strategy, or the criteria for supplier selection. Other common topics are
procurement’s involvement in organisational activities, strategic supplier relationships
or controlling and performance measurement. Table 15 also demonstrates that
strategic alignment is not even included in a third of the models — and is therefore
considered only as important as the status and recognition of procurement, supply

base management or training.
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Table 16: Total number of papers considering different strategic procurement measures

*Note: Some papers cover more than one conceptualisation of strategic procurement so the totals may appear

higher
Maturity model topic Number of papers %i:zlzad':etr;;i:at

Strategic planning 20 51%
Supplier selection 18 46%
Supplier relationship 18 46%
Involvement 16 41%
Existing skills 16 41%
IT systems 16 41%
Controlling / Performance Measurement 15 38%
Status and Recognition 13 33%
Strategic alignment 11 28%
Training and development 11 28%
Supply base management 10 26%
Internal integration 11 28%
Supplier evaluation 9 23%
Global sourcing 8 21%
Other activities 7 18%
Organisational structure 7 18%
Purchasing process 6 15%
Resources and organisation 4 10%
Alignment with customer 1 3%
Value provided by purchasing 1 3%
Sourcing flexibility 1 3%
Contracts 1 3%
Trust in SC members 1 3%
Supply chain agility 1 3%
Recruiting 1 3%
Supply chain integration 1 3%
Total* 39 100%

2.3.2.2 Procurement strategic alignment measures

While strategic procurement literature provides an important background, the above

discussion demonstrates that it is a different concept from procurement strategic

alignment. This section will further unpick research focusing on procurement strategic

alignment.

Table 17 compares the different conceptualisations with different types of

measurements. It demonstrates that strategic alignment is measured in a number of

different ways. A large number of papers (49%) do not define any measure for

alignment. These tend to be the conceptual papers that do not use any empirical

validation method.
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Table 17: Academic papers by alignhment measure
*Note: Some papers cover more than one topic and/or conceptualisation of procurement alignment so the totals

may appear higher

Number of papers
Conceptualisation and measurement Alignment

of procurement alignment Strategic Strategic Congruence not
alignment  procurement .
considered
Likert scale 3 (10%) 37 (97%) 40 (34%)
As part of the maturity matrix 10 (32%) 1(25%) 10 (8%)
Fit with deducted construct 4 (13%) 4 (3%)
Fit with inductive construct 1(3%) 1(1%)
Cong_ruence bereen procurement 1(25%) 1(1%)
and firm maturity
;Z:;egcr;ence between maturity 1(25%) 1(1%)
Not defined 0 0 0 o o
(not measured or not provided) 11(35%) 1(3%) 1(25%) 45 (100%) k)
Total* 31 38 4 45 118

A total of 50 papers (42%) measures strategic alignment either directly on a Likert
scale or as part of a maturity matrix. Both of these rely on respondents’ perceptions to

determine the extent of strategic alignment, usually using measures such as:

e Procurement performance is measured in terms of its contributions to the
firm’s strategic objectives

e Training of procurement staff is oriented along the needs derived from the
firm’s strategic plan

e Procurement plans are continuously revised to adapt them to changes in
business strategic planning

e The procurement function has a good knowledge of the firm’s strategic goals
(e.g. Handfield et al., 2015; Kaufmann and Gaeckler, 2015)

What becomes evident is that these measures tend to focus on the process of
alignment. All of the above measure actions to increase a firm’s strategic alignment,
while none of them measures the extent to which procurement objectives and

activities fit with the firm strategy.

This issue is overcome by those papers measuring strategic alignment as a second
order construct. Only five papers measure strategic alignment indirectly by predefining
a construct in which elements are contingent upon the corporate strategy. They then
continue to measure whether respondents’ answers fit with the defined concept.

Table 18 demonstrates how the alignment construct is defined, which business

-40 -



Literature review Results

strategies and procurement aspects are considered, as well as the measurement basis

for fit. It highlights a lack of agreement on what firm or procurement strategies exist as

well as which procurement strategies align with which firm strategies.

Table 18: Business strategy and procurement aspect to be aligned

Definition of

Business strategies

Procurement aspect to

puthe alignment considered be aligned Basis for fit
Total quality,
Narasimhan differentiation/ Empirically based on
and Carter Inductive customisation, Procurement strategies correlation between
(1998) traditional procurement, factors
eco-organisation
David et al. . Cost leadership and Level of centralisation, .
(2002) Deductive differentiation scope of activities Deduced from literature
Consistency between
Gonzales- . ; Quality, cost, delivery, weight assigned and
Benito (2007) Inductive Not defined flexibility performance in different
aspects
Baier et al. Deductive Cost leadership and Procurement priorities Empirically based on best-
(2008) differentiation performing companies
Cost, flexibility,
ATLSENL) Inductive innovation, quality and Outsourcing drivers Deduced from literature
Ghosh (2010) ti'me

Narasimhan and Carter (1998) inductively research related business and procurement
strategies. They survey procurement managers on the emphasis their business places
on 36 different procurement activities and 12 competitive priorities. Through
exploratory factor analysis they continue to identify four distinct business strategies
and eight procurement strategies. They find that respondents tend to emphasise
different procurement strategies depending on their business strategy cluster.
Although they provide an interesting taxonomy of procurement strategies, their
research is based on the assumption that all surveyed procurement functions are

currently in alignment with their business strategy.

David et al. (2002) research the alignment of procurement’s organisational design and
scope of activities. They find support for their hypothesis that a differentiation strategy
fits with a decentralised procurement structure and a broader scope of activities, while
cost leadership fits with a centralised structure and a more narrow scope. While
supporting the notion of strategic alignment and the applicability of contingency
theory in a procurement context, their research does not explain how procurement

can align its strategy and activities to the firm objectives.
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Gonzales-Benito (2007) focuses on the impact of procurement strategic alignment on
firm performance. He measures alignment as the fit between the emphasis placed on
different procurement objectives and the actual performance achieved. He finds that
alignment between the emphasis placed on and the performance in different
procurement objectives is related to firm performance. However, like other survey-
based research, his findings are limited by the fact that they are based on procurement
managers’ perceptions and therefore do not consider the perception of the rest of the

business, including procurement’s internal customers.

Following Gonzales-Benito’s (2007) study, Baier et al. (2008) provide a different
measure of fit. They use confirmatory factor analysis to develop aggregate concepts
for business strategy and procurement competitive priorities. They continue to
measure procurement strategy profiles based on the importance attached to different
procurement priorities. They define ideal procurement strategy profiles per business
strategy (i.e. cost leadership or differentiation) based on the average profile of the
best-performing companies. They find that a profile closer to the optimum profile is

linked to firm performance.

Finally, Kroes and Ghosh (2010) look into the alignment between firm strategy and
outsourcing drivers. Based on previous literature, they deduce a set of competitive
priorities and outsourcing drivers (i.e. cost, flexibility, innovation, quality and time).
They find that the extent to which outsourcing drivers align with competitive priorities
is related to firm performance. Similarly to David et al. (2002) they support the notions
of strategic alighment in a procurement environment, but do not consider actual

procurement strategies or activities.

2.3.2.3 Conceptualisation of procurement strategic alignment in
consulting

Similarly to the limited academic research on procurement strategic alignment, only
one of the seven consultancies reviewed published research on this subject. A.T.
Kearney identify procurement strategic alignment both as one of the drivers of
procurement maturity (Blascovich et al.,, 2011), and as a core element of strategy

definition, as demonstrated in Figure 8.
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Sourcing Supplier Operating
and category relationship process
management management management

Performance management Information and
knowledge management

Figure 8: A.T. Kearney procurement strategy concept (Easton et al., 2014)

Based on a global survey of 185 leading companies across 32 different industries, A.T.
Kearney assert that “leaders understand that the procurement strategy must align

with overall business goals” (Easton et al., 2014).

A.T. Kearney’s research relies on a deductively developed construct that measures
alignment as the fit between 14 firm goals with 30 different procurement strategy
elements. However, like the academic papers, A.T. Kearney’s research comes with
some limitations, most notably the lack of clarity on the measurements used (the

actual business and procurement strategy elements used are not clearly stated).

2.3.3 Conceptualisation of procurement maturity models
To explore underlying constructs and premises, this section will review procurement

maturity models in more detail, focusing on their content and measurements.

2.3.3.1 Content of procurement maturity models

Whilst most maturity models are developed deductively based on existing literature
(Table 19), they cover vastly different topics. Figure 9 demonstrates these different
aspects, indicating the level of disagreement in the literature with regard to which

topics should be included in maturity models.
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Table 19: Academic papers by development

Results

*Note: Some papers include both deductive and inductive elements so the total column and row may appear higher

Maturity model development Number of papers

e Strategic alignment
e |nternal integration
e |nvolvement

e Status and recognition

20

e Strategic planning

e Organisational structure

15

Cumulative number of papers

Recruiting

Deductive 28 (70%)
Inductive 5(13%)
unclear or not provided 7 (18%)
Total* 39
25 Alignment with customer

e \/3|ue provided by purchasing
@ Controlling / performance measurement

e SUPpPly base management

e Supplier selection
e Supplier relationship
e Sourcing flexibility
e Supplier evaluation

10 e Contracts
e Desired supplier capabilities

/ e SUPply chain integration
e Trust in SC members
Supply chain agility
s | T systems
1

e Resources and organisation

l/ / e Existing skills
.‘ e Training and development
0 - AV S AR A Purchasing process
Other activities
F PP P TSP PP
NIRRT DT RDT AR AT AR AR AT AT AR AT AT AR AD Global sourcing

Figure 9: Cumulative papers by maturity content

However, the graph also shows some topics that are covered frequently (see also Table

20), especially strategic planning, which refers to the definition of long-term plans

supporting the strategy, or the criteria for supplier selection. Other common topics are

procurement’s involvement in organisational activities, strategic supplier relationships

or controlling and performance measurement.

Table 20 also demonstrates that strategic alignment is not even included in about half

of the models.
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Table 20: Total number of papers by aspects
*Note: Some papers cover more than one topic so the total column and row may appear higher

% of that
Maturity model topic Number of papers ° Of papers tha

include topic
Strategic planning 20 51%
Supplier selection 18 46%
Supplier relationship 18 46%
Involvement 16 41%
Existing skills 16 41%
IT systems 16 41%
Controlling / Performance Measurement 15 38%
Status and Recognition 13 33%
Strategic alignment 11 28%
Training and development 11 28%
Internal integration 11 28%
Supply base management 10 26%
Supplier evaluation 9 23%
Global sourcing 8 21%
Other activities 7 18%
Organisational structure 7 18%
Purchasing process 6 15%
Resources and organisation 4 10%
Alignment with customer 1 3%
Value provided by purchasing 1 3%
Sourcing flexibility 1 3%
Contracts 1 3%
Trust in SC members 1 3%
Supply chain agility 1 3%
Recruiting 1 3%
Supply chain integration 1 3%
Total* 39 100%

2.3.3.2 Measures of procurement maturity

Table 21 provides an overview of the different measurements of procurement
maturity. While the majority of papers is based on average measures (i.e. an aggregate
level of maturity is assigned to the function as a whole), some papers also measure
maturity as a profile, where each topic of the maturity model is scored individually
(e.g. supplier relationship management might achieve a higher score than global
sourcing). It describes two very different approaches: One where the procurement
function can only develop as a whole and one where different aspects of procurement
can be compared. The data demonstrate that most academic papers apply an average
measure, thus assuming that procurement maturity develops as a whole, instead of

considering individual topics.
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Table 21: Academic papers by maturity measurement

*Note: Some papers use both the average and the profile as a measure so the total column and row may appear

higher
Average 23 (58%)
Profile 14 (35%)
Unclear or not defined 3 (8%)
Total* 40

2.3.3.3 Unit of analysis for maturity measurement

Table 22 analyses papers by their unit of analysis, i.e. the corporate level at which
procurement maturity is measured. This is particularly interesting as a large majority
(78%) of papers are measured at the company or business unit level, while widely
accepted procurement papers such as Kraljic (1983) clearly demand a segmented
approach, depending on product characteristics. Even when assuming that all practices
considered in maturity models indeed apply to all companies, it is still questionable

whether they also apply to all product categories.

Table 22: Academic papers by unit of analysis

*Note: Some papers apply more than one unit of analysis so the total column and row may appear higher

Unit of analysis \ Number of papers
Company or function 31 (79%)
Business unit or plant 2 (5%)
Segment or category 2 (5%)
Procurement professional 1(3%)
Other 3 (8%)
Total* 39

Only two papers use the procurement category or segment as their unit of analysis.
Whereas Luzzini et al. (2014) use the category to develop IT purchasing configurations
and do not further consider the differences between categories, Beukers et al. (2006)
develop a “Procurement Alignment Framework”, which compares current and target
maturity profiles of different segments to identify areas for improvement. However,
their target profile is based on the highest maturity score per segment, thus calling for
intra-segment congruence rather than strategic alignment. This inhibits the

prioritisation of different procurement tactics per segments.
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Deasy et al. (2014) adapt Beukers et al.’s (2006) framework to compare two
emergency service departments. They find statistical differences between the two,
which they deem “appropriate for the nature of the commodities that both
departments purchase and the cost and operational risk that their supply presents”
(Deasy et al., 2014, p. 26). However, they then appear to contradict themselves when
claiming that the “consistent implementation and execution of procurement strategy
is of paramount importance” and that asymmetric procurement strategy and practice

“may be a common problem” (Deasy et al., 2014, p. 26).

It should also be mentioned that in spite of their interesting conceptualisations, both
papers are limited through low quality ratings in theoretical basing, methodology and
data analysis. Moreover, neither paper considers procurement strategic alignment in

their maturity model.

2.3.3.4 Procurement strategic alignment in maturity models
Table 23 provides an overview of the different ways in which alignment is considered
in maturity models. It demonstrates that the majority of papers (62%) do not consider

alignment at all. If alignment is considered, it is conceptualised in two different ways:

1. Consistent with the definition used in this paper and referred to as
procurement strategic alignment
2. As congruence, either between different maturity aspects (e.g. Mikalef et al.,

2015) or between procurement and the firm (e.g. Cavinato, 1999)

As argued for strategic alignment, those papers conceptualising alignment as

congruence refer to a concept different from procurement strategic alignment.

Table 23: Academic papers by alighment measures

*Note: Some papers apply more than one alignment measure so the total column and row may appear higher

Alignment conceptualisation ‘ Alignment measures Number of papers
Not considered No alignment considered in model 24 (62%)
Strategic alignment (fit Alignment considered as a topic of the maturity 11 (28%)
between procurement model ’
objectives and activities with Alignment considered as a level in the maturity

! 5 (13%)
firm strategy) model

Congruence between levels of different topics in

. 3 (8%)

maturity
Congruence -

Congruence between procurement maturity and 2 (5%)

company maturity level ’
Not defined Not defined 1(3%)
Total* 39
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When alignment is considered it is usually as either a topic or a stage in the maturity
model. Either way, alignment is assessed by the respondents or researchers. Measures

here are similar to strategic alignment measures, including:

e The procurement function has a good knowledge of the firm’s strategic goals
e Procurement performance is measured in terms of its contributions to the firm
e Procurement professionals’ development focuses on elements of the

competitive strategy (Paulraj et al., 2006)

They also have similar limitations as stated before, namely the reliance on
procurement managers’ perceptions and the measurement of processes instead of

outcomes.

What becomes apparent is that all papers assume that procurement needs to achieve
a generically higher stage of maturity, rather than selecting the best fitting practices.
This appears to be in contrast to findings from the strategic alignment research. For
example, a number of papers call for a more centralised procurement structure as one
of the maturity aspects, which appears to directly contradict David et al.’s (2002)

finding that the level of centralisation is contingent upon the firm strategy.

2.3.3.5 Conceptualisation of procurement maturity in consulting

Table 24 summarises the key consulting findings on procurement maturity, highlighting
that similarly to academia, consultancies do not seem to agree on the topics in
maturity models. Similarly, the majority of papers use the firm or procurement
function as the unit of analysis, thus not distinguishing different product categories.
Finally, procurement strategic alignment does not appear to play a significant role in
these papers — with the already highlighted exception of A.T. Kearney (Blascovich et
al., 2011).

However, there are some differences between academia and consulting. Where
academic research is largely deductive, consultancies tend to approach the question

the other way around, asking how top performers differ from other companies.

Another interesting insight is provided in the research conducted by Strategy&, who
use maturity profiles to compare current maturity with average importance to identify
focus areas for future development, as indicated in Figure 10 (Houston et al., 2012).
They therefore appear to use the average importance profile assigned by respondents

as a target maturity level that companies should aim for and develop towards.
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Which elements of your operating model are most important to capturing value?

Operating model element Level 1 Level 2 Level 3 Level 4 : Level 5
(low) : (high)

Sourcing organizational structure

Sourcing capabilities & skill sets

Defined roles & responsibilities
within the sourcing organization

Well-delineated engagement
model with stakeholders
(e.g., decision rights)

Systems & tools that support
value measurement

. Average maturity

O Average importance

Linkage to financial budgets
Clear source to pay processes
& policies

Executive-level mandate or
support

Figure 10: Average maturity and average importance comparison (Houston et al., 2012)
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Table 24: Summary of consulting research on procurement maturity

Results

Maturit Maturit
Consultancy name Findings on Maturity aturity aturity Unit of analysis Maturity aspects
development measurement
o Align with the business
AT K High " . e Contribute to top and bottom line
- ea.rney 'gher p.er orming Inductive, based on e Manage risk systematically
IAesarie e, companies behave erformance Profile Firm/function e Use supplier relationship management
2011; Easton et al., differently in seven key P ercentile Tail pi tratesi P g
[ ]
2014) aspects p ailor category strategies
e Adopt technology
e Win the "war for talent"
e Procurement strategy
Find that the company . e Sourcing and category management
. Inductive, based on L
Accenture maturity Is related to . . . e Requisition to pay
. . maturity level Average Firm/function . . .
(Accenture, 2007) aggregate financial percentile o Supplier relationship management
performance e Workforce & Organisation
e Technology
e Organisation
. . e Process
. Define how companies
Bain & Company can get to superior not provided Average Firm/function * Tools and systems
(Tsang et al., 2013) & . P P & e P&L effectiveness
maturity
e Tool management
e Results delivery
e Process efficiency
e Organisational structure
Insight S i . e (ategory strate
nsight sourcing Show how companies can & y o &y -
Group . . . e Spend visibility and procurement policies
. . move from one stage to not provided Average Firm/function
(Insight Sourcing the next e |T systems
Group, n.d.) e Demand and supplier management
e OQutside market knowledge
e Procurement involvement
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Consultancy name

Findings on Maturity

Maturity
development

Maturity
measurement

Unit of analysis

Results

Maturity aspects

KPMG (Consulting

Show which aspects
companies have to

Inductive, based on
interviews with 25

Internal consultant

Market intelligence & cost modelling
Financial expertise

Risk mitigation

P i Profil Fi functi
(I(r:::;lf::l)ani 2013) develop to be ready for Chief Procurement rotile irm/function o Supplier coach
! 2025 Officers (CPOs) e Relationship broker
e Legal expert
e Sustainable steward
e QOrganisational structure
Find that the largest gaps e Skills
are in skills gaps, the e Roles & responsibilities
Strategy& . . . .
engagement models with | Deductive, tested in a . . . e Engagement model with stakeholders
(Houston et al., . Profile Firm/function
2012) internal stakeholders and survey e Systems & tools
linkage to financial e Link to financial budgets
budgets e Process & policies
e Status
Find th f ; ; i
ind t . at top per orr.n.e.rs e Value evolution (non-transactional focus, business
have different capabilities . .
. expectations, value measurement, operating model,
in processes and .
WL e LR L) technology; find that Inductive based on involvement)
(Mitchell and EY; Average Firm/function e Performance (expenditure influence, cost savings, maverick

Dowling, 2010)

value, performance and
capabilities levels should
be aligned in the
organisation

performance quartile

spending, peer comparison, business expectation)
Capabilities (processes, technology or data, people and talent;
organisation)
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2.4 Discussion and conceptual model development

First, the analysis clearly highlights the limitations of existing literature, especially in
the underlying assumptions. Procurement maturity literature was shown to generalise
to an extent that cannot be reconciled with findings in the field of procurement
strategic alignment. Moreover, most procurement maturity models use the firm or
procurement function as the unit of analysis, which inhibits the consideration of
different category characteristics. Finally, existing literature lacks clarity on the
complex and important concept of procurement strategic alignment, both in terms of

its conceptualisation and the actual measurement of alignment.

These limitations undermine the relationships identified and raise a number of

questions to be considered in future research.

First, the literature appears to disagree upon the measurement type for maturity.
Some research uses aggregate measures for maturity, in which any function or firm
can only be in one level at a time. Other authors use profiles to determine individual
levels for each aspect of maturity (see Table 21 in Section 2.3.3.2 Measures of
procurement maturity). This leaves the question around the ‘right’ measurement type

for procurement maturity unanswered.

Furthermore, procurement maturity literature usually measures maturity at a
functional or firm level (see Table 22 in Section 2.3.3.2 Unit of analysis for maturity
measurement). However, in the broader procurement literature Kraljic’s (1983) call for
segmentation of purchased items, depending on their importance to the company and
the supply market complexity, is widely recognised. Considering the differences
between segments, the level at which procurement maturity should be measured

appears debatable, raising the question of the ‘right’ unit of analysis.

These questions will be further unpicked in the following sections, together with

propositions to outline possible future research approaches.

2.4.1 How should procurement strategic alignment be
conceptualised in procurement maturity models?

Procurement strategic alighnment in this research is defined as the fit between
procurement’s strategy and activities with the firm strategy (see Baier et al., 2008;
Gonzalez-Benito, 2007; Handfield et al., 2015). The first element of this definition is the

development of an aligned procurement strategy (the alignment process). However,
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the definition clearly includes another aspect, the alignment between procurement

activities and firm or procurement strategy (the extent of alignment).

The research reviewed focuses on the alignment process — the alignment between firm
strategy and procurement strategy (Baier et al., 2008; Gonzalez-Benito, 2007; Watts et
al., 1992). Hesping and Schiele (2016) have extended this framework to include
category strategies, which are driven by the procurement strategy. It can therefore be
deduced that category strategies should be in alignment with the firm strategy and
that these should drive the activities that procurement personnel should perform, i.e.

the targets for procurement maturity (as indicated by Houston et al., 2012).

Hypothesis 1: Procurement category strategies should be alighed with the firm and

procurement strategy and determine the target maturity profile.

2.4.2 What is the ‘right’ measurement type for procurement
maturity?

The analysis clearly highlights issues with literature on procurement maturity models,
especially the unclear conceptualisation of the measurement type for maturity (profile
or aggregate). This poses a serious limitation, as it inhibits both the identification of
future development areas and the prioritisation of maturity aspects. It also directly
contradicts procurement strategic alignment literature. For instance, David et al.
(2002) directly refute the call for more procurement centralisation with their finding

that procurement centralisation is contingent upon the firm strategy.

Gonzales-Benito (2007) and Baier et al. (2008) argue for contingency theory’s premise
that procurement can only support competitive advantage if procurement strategy
and activities are aligned with the corporate strategy. This is supported by both A.T.
Kearney’s (Easton et al., 2014) and Narasimhan and Carter’s (1998) research, which
identifies that different competitive priorities are related to different procurement

strategies, which in turn drive different procurement practices.

Strategy&’s research indicates an alternative measurement, in which a current
maturity profile is compared to a target maturity profile to identify areas for
development (Houston et al., 2012). Similarly, Baier et al. (2008) compare current
procurement practices to an optimum practice profile. These conceptualisations allow

procurement practices to be weighted depending upon their importance.
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This research therefore proposes that procurement maturity should be measured as a
current and a target maturity profile, with potentially different levels for each topic

within the maturity matrix.

Hypothesis 2: The most appropriate measurement type for procurement maturity is

the maturity profile, not an aggregate maturity measure.

2.4.3 What is the ‘right’ unit of analysis for procurement
maturity?

Kraljic’s (1983) seminal paper called for the need to segment materials, depending on

the complexity of the supply market and the importance of the purchased item.

Several authors have since defined alternative classification drivers, both in consulting

(A.T. Kearney, 2017) and academic papers on strategic alignment (e.g. Hesping and

Schiele, 2016), which call for procurement practices to be driven by category

strategies.

This has implications for procurement maturity models, which define procurement’s
development based on the procurement practices applied in the firm. While this
research does not seek to clarify which internal or external elements drive
segmentation, it does propose that procurement maturity models should not be
applied at the functional or company level, but instead at the segment or category
level to account for the differences in procurement priorities assigned to different

categories of purchased items.

Hypothesis 3: The most appropriate unit of analysis for procurement maturity is the

procurement category.

2.4.4 Conceptual model for a strategy-contingent procurement
maturity

These propositions are summarised in the conceptual model demonstrated in Figure
11. It defines that the firm strategy drives procurement strategy, which in turn
influences the category strategy, together with contextual contingencies. The category
strategy then determines the target maturity profile. The gap between the current and

target maturity profile, or the “maturity gap”, is related to performance.
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Unit of analysis

Company strategy Company
Hypothesis 1: Category

strategies alignment with Procurement .
. Function
firm and procurement strategy

strategies

Category strategy I
\ J

-

Hypothesis 2: Maturity
measured as a profile

Current maturity
profile

Target maturity
profile

Hypothesis 3: Maturity
measured at category level

> Category

.

Maturity gap

Procurement
Out of scope for this study & company

performance

Figure 11: Conceptual model after the literature review
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3 Methodology

This chapter initially provides an overview of the overall thesis aims and objectives,
followed by the methodology followed for the exploratory mini-cases and the detailed
methodology for the in-depth cases. The methodology for the in-depth cases will start
with a detailed description of the research strategy and design. Subsequently the case
study selection will be discussed, together with methodological adjustments after the

pilot case. The chapter will close with a discussion of methodological limitations.

3.1 Aims and objectives

The in-depth case studies are devised in order to answer the overall research question:
How can procurement maturity models support procurement strategic alignment?
This question is supported by two underpinning sub-questions:

RQ1. How do category managers achieve strategic alignment?
This question aims to understand how category managers currently devise
category strategies and what contingencies they consider important to those
strategies (for example, but not limited to, the business strategy)

RQ2. How is procurement maturity conceptualised by procurement managers?
This element of the research aims to further the understanding of maturity. It
focuses on how maturity is perceived by procurement professionals, and

therefore how it should be measured

The literature review has demonstrated that limited research has been conducted on
these topics so far and, of the existing research, only a few publications are thoroughly
grounded in theory. This indicates a nascent field and accordingly a requirement for
inductive research with research questions focusing for example on “understanding
how a process unfolds [or] digging into a paradox” (Edmondson and McManus, 2007,
p. 1162). This aligns with the defined research questions, focusing on the procurement

alignment process and indicating a requirement for an inductive research strategy.

However, it is possible to deduce hypotheses from the literature which partially
address RQ1 and RQ2. Hypotheses are useful components of a case study research
design as they focus the search for evidence (Ketokivi and Choi, 2014; Yin, 2018). The

following hypotheses will be investigated during the case studies:
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RQ1.

RQ2.

How do category managers achieve strategic alignment?

Previous academic literature has established that procurement tactics should be
determined by category strategies, which in turn are influenced by the
procurement and company strategy. Procurement tactics in this research are
represented by maturity topics, with the required tactics being represented by

the target maturity profile.

Hypothesis 1 (H1): Procurement category strategies should be aligned with the

firm and procurement strategy and determine the target maturity profile.

The mini-cases indicated that procurement strategies are not a clearly defined
concept and that procurement and category strategies are interpreted very
differently. However, interviewees regularly mentioned specific contextual
contingencies as reasons for the selected strategies. This resulted in an update to

hypothesis 1, which became proposition 1:

Proposition 1 (P1) (replacing H1): Procurement and category strategies are

dependent on contextual contingencies.

The pilot case demonstrated that category strategies resemble the topics in a
maturity model. Moreover, strategic alignment is only one of the contingencies
considered by procurement managers as part of their category strategy. Instead,
category managers consider multiple contextual contingencies to determine the

target maturity profile. Proposition 1 was therefore replaced by proposition 2:

Proposition 2 (P2) (replacing P1): The target maturity profile is dependent on

contextual contingencies.
How is procurement maturity conceptualised by procurement managers?

The measurement type for procurement maturity will be explored by assessing
both the current and the target maturity profiles. It is expected that categories
will display different levels of current or target maturity for different maturity
topics. This would provide meaningful insight into the level of alignment and
guidance in determining future improvement opportunities, and would indicate

that a profile measure is required to understand a category’s maturity.

Hypothesis 2 (H2): The most appropriate measurement type for procurement

maturity is the maturity profile, not an aggregate maturity measure.
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As part of the analysis, different maturity assessments will be compared: At the
category level, functional level and across companies. If meaningful differences
exist in either current or target maturity between categories, this would indicate
that procurement maturity should be measured at a category level. It is
important to note that ‘procurement category’ in this research is to be
understood in its broadest interpretation, as a group of products for which a

procurement strategy is defined.

Hypothesis 3 (H3): The most appropriate unit of analysis for procurement

maturity is the procurement category.

3.2 Exploratory mini-cases

The exploratory mini-cases have previously been published in Sggaard et al. (2019),

together with the literature review.

3.2.1 Aims and objectives
Exploratory mini-cases were included to explore the researched topic and to improve
the initial understanding of the key concepts (procurement maturity and procurement

strategic alignment).

3.2.2 Research design

The case selection was focused on diversity in industry and company size, as this was
expected to influence maturity and alignment. The cases included two food
manufacturers, one bank and one automotive aftermarket company. The companies
were diverse in terms of size (revenue and employees) and industry (Table 24). For
confidentiality reasons, these companies are referred to as BANK, FOOD, CAR and

DRINK.
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Table 25: Overview of different procurement managers interviewed

Employees

Revenue range (Ebn i
Name  Description/industry Job title ge (£bn) (thousands) Selfectlon
rationale
A multinational banking Corr}merual Banking .SerV|ces
. . . Business Manager; industry
BANK [and financial services . X X .
Previously: Head of (Indirect
company
Supply Management procurement)
FOOD A multinational food and Head of Procurement X X Large
beverage company manufacturer
A multinational Highly
ICAR automotive aftermarket European Head of X X decentralised
Product Procurement .
company retailer
DRINK A leading soft drink Head of International X X Smaller
company Procurement manufacturer

Data collection. Data were collected primarily through one hour face-to-face
interviews with the Head of Procurement (or an equivalent title). The interviews
followed a semi-structured interview protocol, which was reviewed by a panel of
experts prior to the interviews. The topics covered interviewees' perceptions of
procurement strategic alignment and the application of procurement practices. All
interviews were recorded with prior permission and were fully transcribed and sent to

the interviewees for validation.

Data analysis. Interviews were analysed using template analysis, which aggregates
textual data into a hierarchy of themes. This method has been chosen for its flexibility
in approaching the analysis and in coding levels (King, 2012). As the objective was to
understand practitioners’ views and perceptions, no a priori themes were defined.
Instead, the analysis focused on emerging themes, which were aggregated into higher
level codes. The development of the final template was based on iterations between

emerging themes and transcripts.

The interviews were triangulated with secondary data, to define the industry
background and company strategy. This was generally based on company websites,

but supported by online search engine results and business information websites.

Study rigour. Case study research is commonly judged based on construct validity,
internal validity, external validity and reliability (Yin, 1994). Construct validity was
ensured through triangulating interview data with publicly available information and

by relying on those interviewees that were expected to have the best visibility of the
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procurement process. Although internal validity was limited by the single interview
approach, these cases were exploratory in character and benefited from the four
different contexts. External validity was ensured through the selection of four
companies with diverse contexts, as explained above. Reliability was ensured through

transparency in data collection and analysis.

3.2.3 Methodological implications of the exploratory mini-cases

The exploratory mini-cases mostly confirmed the research questions and the intended
research design. However, they did result in a requirement to update the conceptual
model, specifically to replace Hypothesis 1 with the emerging Proposition 1. Figure 12

illustrates the updated conceptual model.

Unit of analysis

Company strategy Company
Procurement .
Function
strategy
A 4
Proposition 1: Category Contextual B
strategy contingencies Category strategy |< contingencies

Hypothesis 2: Maturity Current maturity
measured as a profile profile

Target maturity
profile

Hypothesis 3: Maturity
measured at category level

~ Category

Maturity gap

55

Procurement
Out of scope for this study & company

performance

Figure 12: Updated conceptual model after exploratory mini-cases

3.3 Research strategy

This section explains the research strategy followed for the three in-depth cases that

followed the exploratory mini-cases.

A research strategy defines the approach taken to answering a research question. Two
of the most commonly used strategies are induction and deduction, which are typically
used for different research questions. Whilst inductive reasoning supports explorative
and descriptive questions, deductive reasoning is often considered more appropriate

for explanatory purposes (Blaikie, 2009; Ketokivi and Choi, 2014).
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Wallace (1971) and Blaikie (2007) argue that these two approaches are not
incompatible, as they also define different phases in the cycle of theory construction
(see Figure 13). Here, induction refers to the generation of theory and deduction refers
to the investigation of these hypotheses to validate or dismiss a theory. They stress
that the cyclic construction is a simplification — indeed, they propose that “the process
of moving from one stage to another may involve a series of preliminary trials” (Blaikie,
2007, p. 80).

The literature review has demonstrated that limited research has been conducted on
these topics so far and, of the existing research, only a few publications are thoroughly
grounded in theory. This indicates a nascent field and accordingly a requirement for

{

inductive research with research questions focusing for example on “understanding
how a process unfolds [or] digging into a paradox” (Edmondson and McManus, 2007,
p. 1162). This aligns with the exploratory mini-cases, which demonstrated that the
academic understanding of procurement strategic alignment does not align with
practitioners’ perceptions. Moreover, the defined research questions focus on the
procurement alignment process and indicate a requirement for an inductive research

strategy.

However, as demonstrated in Section 2.4 (Discussion and conceptual model
development) it is possible to deduce hypotheses from the literature which partially
address RQ1 and RQ2. Hypotheses are useful components of a case study research

design as they focus the search for evidence (Ketokivi and Choi, 2014; Yin, 2018).

Theory
INDUCTION DEDUCTION
Empirical —p| Testol g Hypotheses
generalizations a theory
Operationalization
of concepts

Testable
propositions

Data analysis

Data collection

Figure 13: The cycle of theory construction and testing (Wallace, 1971, cited in Blaikie, 2007, p. 81)
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This study will therefore draw on both deductive and inductive elements, following
Wallace’s cycle demonstrated above. Starting with general contingency theory and
existing literature on procurement maturity, three hypotheses have been deduced,
following a deductive research strategy. These hypotheses are tested in the case

studies, using the defined maturity model.

However, as the research questions are broader than the defined hypotheses,
inductive reasoning will be applied to enhance the conceptual model. This is done by
analysing the empirical data collected and the inducing of empirical generalisations
based on this data (e.g. the emerging Proposition 2 from the pilot case study). While
the primary objective is to answer the research question, this inductive element is also
expected to add contextual information and enable further investigation of the

phenomena to extend the understanding of strategic alignment.

The overall research process will therefore be one of iteration between deductive and
inductive reasoning, through the iteration of immersion into the empirical

environment (induction) and the testing of hypotheses (deduction).

3.4 Research design: Case studies

3.4.1 Case study definition and design

This research is subject to substantial complexity both around the unit of analysis and
the organisational levels considered. In line with the importance of the context of the
phenomenon studied, this research will be based on an embedded case study design
with multiple cases (Yin, 2018, pp. 47-63).

Case studies are selected through a theoretical sampling process (Eisenhardt, 1989),
attempting to select cases that differ in criteria which are expected to influence
procurement maturity, including the company’s industry, the firm strategy, size and
procurement organisation, as well as the individual categories selected, as
demonstrated in Figure 14. Cross-case commonalities reflect those criteria required to
conduct the outlined analysis (sufficient categories) and access considerations (UK-
based procurement headquarters). Companies from different industries have been
selected to enable analysis of procurement maturity and contingencies in different
contexts, with the expectation that this will provide more detailed insight into the

underlying mechanisms on how the two concepts are related:
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Aerospace and defence was selected as a highly customised, engineer-to-order
(ETO) environment, in which procurement has to balance efficiency and
customer alignment

Water utilities services have been selected as a highly regulated environment
with a large breadth of sourced products and services, in which procurement
has to deliver a highly reliable service to customers, whilst also ensuring prices
are affordable for lower income groups

Banks represent an industry without a traditional supply chain, but with a
highly mature procurement function focusing on Indirect procurement. In an
industry characterised by extremely rapid technology change and high volumes,
procurement focuses on achieving a better value through traditional cost

savings, but also technological innovations

BANK refers to the same case as analysed during the mini-cases, since the exploratory

interview led to a full case study with the company. BANK Function_1 in the case

studies refers back to comments during the exploratory interview.

Industry

Company

Categories

Case 1: A&D Case 2: WATER Case 3: BANK
Aerospace & Defence Utilities (Water Services) Financial Services
Cross-case Companies with >1 category and defined category managers
commonalities Procurement headquarter in the UK to ensure access

Case study design

Type of product Customised products (ETO), changing supply Large variation in products & services with Indirect Procurement (mostly services) in a
chains & requirements focus on operational continuity business that is driven by customer service

Key regulatory Offset requirements Price controls, water quality, tendering Money laundering regulations (Know your

concerns regulations third party - KYTP)

Strategic focus: | Strategic focus: technology leadership Strategic focus : Sustainability, cost savings | Strategic focus : Cost savings ‘

Size: |

Procurement:

Central organisation for letting frameworks;
framework managementis decentralised

Central organisation with regional contacts;

| |
| Large | | Medium
‘ ‘ End-to-end process ownership (incl. P2P)

|
| Very large ‘

‘ Matrix organisation (central vs project);

Product or service? | Service || Product || Product || Product | | Product Product || Service || Product || Product || Service Service || Service || Product || Product || Service
N N Supplier P Supplier Supplier Contract Converting

Complexity driver capabiity | [ g Science | | ailabilty jlabi gemer]” "

Organisation Central || Project || Project || Central || Central Central || Central || Central || Central || Central Central || Central || Central || Central || Central

Global or local? Local Global || Global Local Global Global Local Local Local Local Local Global || Global || Global Local

End-to-end process ownership
o e e T T o T o

Interviewees

Function + Capability + 2 x Function + 2 x Function +
6 category managers 5 category managers 5 category managers

Figure 14: Definition of case selection strategy

In addition to the three different industries, categories have been chosen to allow for

further comparison through embedded units of analysis. The category selection has

been focused on differences in categories both in terms of the product range included
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in the category, and the responsibilities of the category manager. Specifically, the
three cases and categories chosen differ in a number of criteria that are expected to
potentially influence the procurement tactics deployed (see also Table 26 in Section

3.5 Research background: Case company comparison):

First, the three cases differ in terms of not only the end-product sold to the customer,
but also in terms of the products procured. A&D as an engineer-to-order (ETO)
company procures highly customised components that are both technically complex
and typically very expensive. However, the categories interviewed in A&D also differ in
terms of the products bought. Where the Radar and Laser categories buy customised
components, Mechanicals and Optics products are somewhat standardised and
Indirect is responsible for both services, such as printing, and complex products, such
as testing equipment. WATER also focused on direct categories, but the products
sourced in the individual categories were more service-focused, including tankering or
construction services. However, WATER also included more physical products, such as
the chemicals used to clean water, instruments used in the sites, or other materials
used for pipe maintenance. In contrast to A&D these products are more standardised,
and all categories have a high local service requirement. Finally, BANK focused on
indirect categories, thus having an even higher service element, focusing on services
such as hiring or real-estate. However, the categories also included bank operations
(e.g. the sourcing of bank cards), cyber security software and financial technologies
(FinTech). FinTech in particular stands out here as it differs from all other categories
across cases in that it is a very immature market with rapidly changing technology and
consequently, a very immature supply base with many small- and medium-sized
enterprises (SMEs). Generally, the services sourced by BANK are very mature and

commoditised, since they are required by almost any company.

The cases also differ in their procurement organisation and resulting category
structure. A&D are organised in a matrix structure, locating procurement managers
sourcing customised components such as radars and lasers in projects and thus
working directly with engineers and designers on the end-product. In contrast, more
standardised products such as mechanicals and optics are centralised to ensure a
cohesive strategy across the company. This also impacts on team dynamics; where
procurement managers in central categories work closely together, procurement
managers in projects work in procurement teams of one or two people as part of the

project team. However, procurement managers are always responsible for the end-to-
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end procurement process, including the definition of the sourcing strategy, the
supplier selection and the oversight of the suppliers’ delivery. In WATER the whole
procurement team is centralised. However, WATER has decided to split sourcing from
supplier management, i.e. the central team is only responsible for supplier selection,
but hands over the supplier management to framework managers in line of business. It
has to be noted here, that there is a clear mismatch in expectation between category
managers and the head of procurement: Whilst the head of procurement expects the
category managers in the central team to still remain accountable for supplier
management, category managers themselves see this mostly as the responsibility of
the framework managers. This split in responsibilities, together with the smaller size of
the company, has resulted in a rather small central team, including generally only one
or two procurement managers in each category. Finally, BANK, as a large company,
also has an immense procurement organisation. BANK’s category management covers
the end-to-end process and is fully centralised. However, most categories additionally
include some staff overseeing operational order placement, which has been
outsourced to a third party, as well as procurement responsibilities in the different
offices around the world, who manage local supplier delivery. However, in contrast to
WATER, BANK’s central category managers consider themselves fully accountable for

any procurement-related activities in their category.

These different organisational set-ups should be considered in the context of the
industry and company size. A&D provides customised products towards individual
customer orders on a global level. However, as aerospace technology is highly
regulated, especially with regard to the offset requirements (i.e. how much of the
product has to be sourced locally in the customer country), it is important to align the
supply base for each customer with these requirements. WATER is a comparatively
small company providing water services to a dedicated region in the UK. As a
monopoly in this industry, WATER is also highly regulated, but very differently from
A&D: WATER'’s regulation focuses on EU procurement regulations around due process,
water quality standards, as well as pricing restrictions defined by the UK government.
These regulations go hand in hand with a much more local focus: All of WATER’s
customers are located in their region and the nature of the product generally requires
a high service level from suppliers provided in the same region. Finally, BANK also has a
high service requirement. However, the size and global footprint of the company
require this service to be carried out across the globe — resulting in a more global
service requirement than defined by WATER. As with the others, BANK is also highly
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regulated, but again with a different focus: Here, regulation focuses on protecting
customer’s data and supply chain visibility to avoid money laundering (i.e. KYC — know

your customer and KY3P — know your third party).

The remainder of this section will outline the proposed unit of analysis, data collection
and analysis approach, as well as the quality criteria used to support the contribution
of the study.

3.4.1.1 Unit of analysis

The primary unit of analysis for this study is the procurement category, with secondary
units of analysis as the procurement function and firm. The different units of analysis
are required, as the defined hypotheses cover different firm levels, but also to enable

testing of the conceptual model developed out of the literature review (see Figure 15).

Unit of analysis

Company strategy Company
Procurement
Function
strategy
¥
Proposition 1: Category ) Contextual
strategy contingencies Category strategy |< contingencies
.
Hypothesis 2: Maturity Current maturity Target maturity
measured as a profile profile profile

Hypothesis 3: Maturity
measured at category level

"> Category

Maturity gap

Procurement
Out of scope for this study & company

performance

Figure 15: Conceptual model after exploratory mini-cases

The research questions will be approached through various perspectives, as indicated
in Figure 15. The research focuses on a double unit of analysis, i.e. the company or
procurement function and the procurement category. “Procurement category” here
refers to a group of products with a defined procurement strategy. Additionally, the
head of procurement and the category manager are considered separate units of
analysis, as individuals. This distinction is required to differentiate between the

interviewees’ perceptions and the category characteristics.
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Primarily, the research will rely on interviews with category managers, which are
triangulated through additional interviews with the head of procurement as well as

secondary data from company and open source documents.

Table 26: Organisational levels considered in study

Unit of analysis Interviewees (title) Secondary Data
. Head of procurement, Firm strategy documents, Procurement organisation,
Firm/procurement -
function Procurement capabilities Procurement strategy docu_ments, approach to
manager segmentation
Category strategy documents, any further segmentation,
Procurement category Category manager performance data, supporting evidence for maturity
assessments
Head of procurement,
Head of procurement Procurement capabilities n/a
manager
Category manager Category manager n/a

3.4.2 Case study data collection and analysis

3.4.2.1 Data collection approach

The data collection is focused on answering how procurement maturity can support
procurement strategic alignment. However, the research also needs to support the
development of an empirically-based understanding of procurement maturity and
procurement strategic alignment, as the literature review has demonstrated that these

two important concepts are not very well understood thus far.

The data collection will be conducted in two stages for each case, starting with
procurement strategic alignment and followed by procurement maturity.
Methodologically, the data collection focuses on interviews, observations and
supporting document collection (see Table 27). This means that for each case, two
interviews will be conducted with each interviewee (typically category manager),
where the first interview focuses on strategic alignment and the second interview on
procurement maturity and maturity contingencies. Before both interviews, relevant
documents will be requested to prepare for the interviews. The interview process is

summarised in Figure 16.
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Strategy

Interview 1

document
(strategies)

collection

I::> Follow up [>

Collect
documents
related to
maturity
assessments

Send out
maturity
questionnaire
to fill in

Interview 2
(review
maturity

assessments)

Follow up &
collect
documents

Figure 16: Interview process

Table 27: Overview of proposed data collection and within-case analysis approach

Method

Stage 1: Procurement strategic
alignment

Stage 2: Procurement maturity

e How do category managers select
tactics and practices?

e Clarify any open questions

they use?

Objective e Is there an overarching strategy | ® Assess category maturity — both
or do strategies exist at category current and target
level?
Interviewees Head of procurement & multiple category managers
e How do they define “strategy”? e Assess current/target maturity
e What is their strategy? e Why do they choose different
e How is it defined? target maturity levels (practices)?
e What is it based on e What are the contingencies for
Interview questions (contingencies)? target maturity?
¢ Do they differentiate strategies e Have they made any changes
for different suppliers/materials? recently? Why?
Interviews e What procurement practices do

Analysis

e Comparison of described category
strategy with firm strategy

o Definition of procurement
priorities

e Drivers for category strategy

o Category strategy definition
processes

e Alignment of current and target
maturity
e Drivers for target maturity

Data collected

e Firm strategy

e Procurement strategy
e Category strategy

e Practices/manuals

e Current maturity profile

e Target maturity profile

e Practices/manuals supporting
maturity assessment

Secondary data

Analysis

e Comparison of firm, procurement
and category strategies as well as
manuals (similarities/differences)

e Comparison of maturity scores
across topics

e Comparison of maturity scores
across categories

Comparative analysis

e Compare findings from interviews with different category managers

e Compare findings from interviews and secondary data

¢ Do different category managers mention similar or different
contingencies for their level of maturity or their selected strategies?

3.4.2.2 Interview guide

The interview guide was based on the learnings from the mini-cases, but adapted to

place a greater focus on the maturity assessments. To allow for more time spent on

follow-up questions, the original interview guide has been split into two interviews.
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The first interview focuses on strategic alignment, including the interviewees’
perception of procurement strategies in general and their perception of their own
procurement/category strategy. The general perception of procurement strategies was
included to enable interpretations of strategic alignment, which requires
understanding how interviewees interpret procurement strategies. The strategic
alignment section focuses on understanding how well a category is aligned as well as
how alignment is achieved (how a strategy is developed). This first interview also
includes an exploratory section on procurement practices to understand which

maturity topics are important for the interviewee.

The second interview focuses on conducting a maturity assessment. The maturity
assessment starts with the current and the required maturity, but also includes
guestions on drivers for maturity levels in order to understand why some topics are
more important than others and current maturity is not the same as required maturity

(where these differ).

The final interview guide was reviewed with subject matter experts to ensure

relevance and clear formulation of questions.

The interview questions were deliberately open-ended to account for the exploratory
character of this study. They thus allowed the researcher to deviate from the interview

guide and follow up on unexpected leads and answers.

3.4.2.3 Maturity model development
The maturity model is based on a six-step process, aiming to create a consolidated

model based on existing literature (see Figure 17).

Grouping of
Decision on Consolidation of ping Final review and

Collection of level . aspects into -
number of levels o different level . p . redefinition for
descriptions for all - higher-level topics
and aspects descriptions for category-level

. aspects and further o
included each aspect L application
consolidation

Figure 17: Maturity model development process

As a first step, the structure of the model was developed. The model includes all

maturity aspects that were included in more than one existing maturity model
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included in the systematic literature review. The exception to this is the aspect
‘resources and organisation’, which included different elements in different models

that could not be consolidated into a coherent description.

The topics originally identified in the literature review are summarised in Figure 18 and
Table 28. The first step of the maturity model therefore includes the topics highlighted

in green in Table 28.

20 Strategic planning

e Supplier selection

18 Involvement
@ Controlling / performance measurement

16 e Supplier relationship

Existing skills

s | T Systems

e Strategic alignment

e Status and recognition

s Training and development

e |nternal integration

s SUPpPly base management

e Supplier evaluation

Global sourcing

Purchasing process

Other activities

e Organisational structure

s Resources and organisation

Cumulative number of papers

e Alignment with customer

e \/3|ue provided by purchasing

e Sourcing flexibility

e Contracts
e Trust in SC members

Supply chain agility

Recruiting

Figure 18: Topics included in maturity models (based on original SLR 2017)

Table 28: Topics included in maturity models (based on original SLR 2017)

*Note: Some papers cover more than one topic so the total column and row may appear lower

Maturity model topic Number of papers % of papers
Strategic planning 18 56%
Supplier selection 17 53%
Involvement of the purchasing function 15 47%
Supplier relationship 14 44%
Controlling/Performance Measurement 14 44%
Existing skills 13 41%
IT systems 12 38%
Status and Recognition 10 31%
Strategic alignment 10 31%
Training and development 10 31%
Supply base management 9 28%
Internal integration 9 28%
Supplier evaluation 8 25%
Global sourcing 8 25%
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Maturity model topic Number of papers % of papers
19%
19%
16%
13%
3%
3%
3%
3%
3%
3%
3%
100%

()]

Purchasing process

Other activities
Organisational structure
Resources and organisation
Alignment with customer
Value provided by purchasing
Sourcing flexibility
Contracts

Trust in SC members
Supply chain agility
Recruiting

Total*

RIR[(R|R|R[R|R[MO|

w
N

Further, it was decided to use four maturity levels, since the majority of papers use
between three and five maturity levels (see Table 29). Since Schiele (2007) provides
one of the most comprehensive and most detailed maturity models, it provided the
basis for the maturity model used in this research. As in Schiele’s (2007) maturity
model, the levels are named ‘Stage 1’, ‘Stage 2’, ‘Stage 3’ and ‘Stage 4’. Whilst not
providing any indication of the professionalism at each maturity stage, this naming

ensures objectivity and inhibits misinterpretation.

Table 29: Number of papers by number of maturity levels (based on original SLR 2017)

Number of levels ‘ Number of papers ‘ % of papers
2 2 6%
3 8 24%
4 9 26%
5 9 26%
6 2 6%
10 2 6%
Total 32 100%

Subsequently, the first model version was created. For each aspect, the content from
different models with qualitative descriptions for each level was collected. The models
that provided the most detailed and easily understandable definitions and which were
thus mostly used in this early model, were: Schiele (2007) — 21 aspects, Mikalef et al.
(2014) — 12 aspects, Ubeda et al. (2015) — 9 aspects, Hartmann et al. (2012) — 8
aspects, Foerstl et al. (2013) — 4 aspects and Pearson and Gritzmacher (1990) — 3
aspects (see also Table 29). Additionally, Paulraj et al. (2006), Cousins et al. (2006) and
Ellram et al.’s (2002) descriptions were included for those aspects where the other

models did not reflect the wider body of literature.
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Table 30: Sources used for maturity topics

Maturity model topic Key sources

Strategic planning Schiele (2007), Hartmann et al. (2012)

Involvement of the purchasing function Schiele (2007)

Supplier relationship Schiele (2007), Pearson and Gritzmacher (1990)

Controlling / Performance Measurement Mikalef et al. (2014), Hartmann et al. (2012)

Existing skills %chiele (2007), Hartmann et al. (2012), Mikalef et al. (2014),
Ubeda et al. (2015)

IT systems Schiele (2007), Mikalef et al. (2014), Ubeda et al. (2015)
Schiele (2007), Pearson and Gritzmacher (1990), Ubeda et al.

Status and Recognition (2015), Paulraj et al. (2006), Cousins et al. (2006), Ellram et al.
(2002)

Strategic alignment Schiele (2007), Hartmann et al. (2012), Ubeda et al. (2015)

Training and development Schiele (2007), Foerstl et al. (2013), Ubeda et al. (2015)

Supply base management Schiele (2007), Foerstl et al. (2013), Hartmann et al. (2012)

Internal integration Schiele (2007)

Supplier evaluation Schiele (2007), Mikalef et al. (2014)

Global sourcing Mikalef et al. (2014), Foerstl et al. (2013)

Purchasing process Schiele (2007), Mikalef et al. (2014)

Risk management Hartmann et al. (2012), Ubeda et al. (2015)

Organisational structure Schiele (2007), Foerstl et al. (2013), Ubeda et al. (2015)

. . Schiele (2007), Pearson and Gritzmacher (1990), Mikalef et al.
Supplier selection (2014)

As a next step, this first model was consolidated into coherent descriptions for each of
the aspects considered. This included adapting any three- or five-level models into
four-level descriptions to align with the model structure, as well as the removal of
duplications. However, the resulting model still included more than one description

per aspect for some aspects.

As a fourth stage, the stage three model aspects were ordered into sensible higher-
level constructs (the “topics” used in the final maturity model) to facilitate model
assessment workshops. Moreover, during this stage, any remaining duplication of

descriptions was consolidated.

The final review resulted in only minor adjustments being made to the model. As part
of this, the model was further refined to redefine the mostly procurement function
and company-level definitions for category-level use. The model was also reviewed by
subject matter experts from academia and industry to ensure the model was sensible

and easy to understand for self-assessment.

By including open-ended questions on the practices used and prioritised in the
category, the final model will also be tested for completeness and consistency with

category managers’ expectations.
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3.4.2.4 Data analysis

Overall, the data analysis followed an embedded case analysis strategy, i.e. the
research included within-case and cross-case analysis. First, within-case analysis
focused on the similarities and differences between categories within the same
company, as the embedded unit of analysis. Subsequently, cross-case analysis focused
on the similarities and differences between different companies and industries, as the

primary case level.

The two stages were analysed separately. In the first stage, focusing on how category
managers achieve strategic alignment, analytical focus was placed on open-coding of
responses, using template analysis. This method has been chosen for its flexibility in
defining the research approach and coding levels. Even though this allows the
researcher to start the analysis with predefined themes this research followed an
open-coding approach to focus on emerging themes (King, 2012). This means that
some predefined themes were used, but emerging themes were included through a

constant revision of analysis results.

In particular, the review of maturity topics against contextual contingencies relied on
open-coding (see sections 5.2.1.5, 6.2.1.3 and 7.2.1.3 (Contingencies to procurement
maturity: Maturity model review by topic)). First, interviewees’ responses were
grouped into contingencies and maturity topics. Second, relationships between
aspects of maturity topics and the different contingencies were identified. The
classification into ‘Higher’ (positive) and ‘Lower’ (negative) relationships was based on
the comparative analysis of contingencies, but nevertheless there was an element of
subjectivity. ‘Higher’ in this analysis constitutes a relationship where the existence of a
contingency requires a higher level of maturity, for example, a more critical product
might have a higher requirement for strategic planning. In contrast, ‘Lower’ indicates
that this contingency requires a lower level of maturity, such as a higher local service
requirement resulting in a lower requirement for global sourcing. Whilst this approach
provides meaningful insight into the relevant contingencies as well as the direction of
the relationship, it is limited in identifying the extent of the relationship. Using the
example above, the data may support that less global sourcing is required, but it

cannot provide a target level in the maturity model based on the contingencies.

Additionally, different types of relationships had to be taken into consideration. For
instance, interviewees would mention that strategic alignment is easier to achieve for

Indirect categories. This does not necessarily constitute a requirement for higher
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maturity, but a higher ability to achieve higher maturity. In contrast, where for
example a higher status is necessary to balance engineering, this would be considered

a requirement for higher maturity.

For the second stage, the focus was placed on pattern matching to compare possible
answers. Hypothesis 2, stating that the most appropriate measurement type for
procurement maturity is the maturity profile, was tested by comparing the current and
target maturity scores within a category across different topics. It was hypothesised
that categories will score differently for different topics, indicating that a profile score

conveys more information and is therefore more appropriate.

Hypothesis 3, the most appropriate unit of analysis, was analysed by comparing
current and target maturity profiles across different categories within the same
company. If meaningful differences exist in either current or target maturity between
categories, this would indicate that procurement maturity should be measured at a
category level, whereas a lack of differences between categories would indicate that a

functional or company level would be more appropriate.

3.4.3 Quality criteria

Case study research is commonly judged based on construct validity, internal validity,
external validity and reliability (Yin, 2018, pp. 42—47). Table 31 demonstrates how this

research attempts to meet these criteria.

Table 31: Quality criteria

Criterion Description Quality assurance

e Using multiple sources of evidence

e Data or source triangulation: Responses from different
interviewees are compared (multiple category managers and head
of procurement)

e Methodological triangulation: Evidence collected through different

The correctness of methods is compared (interviews and documentation analysis) (Yin,
Construct operational measures 2018, pp. 127-128)
validity and quality of data o Reliance on those interviewees that are expected to have best
collected visibility of the overall process

e As complex concepts are used in the interviews, interviewees will
be provided with definitions of key concepts throughout the
interview process

o Avalidation procedure is established, where findings are presented
back to the case companies for validation (Yin, 2018, pp. 134-135)

e Quality in the data analysis process is improved primarily by
following analytical techniques where possible (e.g. explanation-
building to establish alignment processes) (Yin, 2018, pp. 175-178)

e An attempt to further enhance internal validity is made by
following Yin’s approach for analysing embedded units and making
repeat observations (Yin, 1994, pp. 134-138), as well as through

Establishing causal rather
than spurious
relationships

Internal
validity
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discussions with other researchers

The domain to which the

e Enhanced through studying multiple and diverse product categories

External - o Limited through the small number of companies considered, but
. findings can be . . . . .
validity eneralised improved by comparison across diverse companies (different
& industries, sizes, procurement organisations etc.)
e Enhanced through transparency in data collection and analysis,
- including a defined interview protocol, detailed recording and
Th tability of th !
Reliability © repeatabiiity ot the transcription of interviews (Yin, 2018, pp. 118-121)

study

o Reliability is also supported through the creation of a case study
database (Yin, 2018, pp. 130-134)

To ensure data triangulation, all data have been validated against different sources, as

demonstrated in Table 32.

Table 32: Data triangulation

Data collected/

Primary data

Secondary data

Research question Hypothesis/
S expected result

analysed source sources
Inductive: Description | e Cross-category e Multiple Company
of how category comparison of interviews with documents (e.g.
managers define category category procurement
procurement managers’ managers strategies)
category strategies approaches to
strategy

RQ1: How do definition

category managers P1: Procurement and e Cross-category e Multiple Company

achieve strategic category strategies and cross-case interviews with documents (e.g.

alignment? are derived from comparison of category procurement
contextual contingencies and managers strategies)
contingencies AND category/ Company
P2: Contextual company background
contingencies backgrounds
influence the target
maturity profile
H2: The most e Current and e Comparison of Company
appropriate target maturity levels of documents (e.g.
measurement type profiles maturity across process
for procurement different topics documentation,

. maturity is the e Review with supplier

RQ2: How Is maturity profile head of performance

procurement

maturity procurernent assessments)

. H3: The most e Current and e Comparison of Company

conceptualised in . . .

TR approprlate unit of target maturity levels of documents (e.g.
analysis for profiles maturity across process
procurement categories documentation,
maturity is the ® Review with supplier
procurement head of performance
category procurement assessments)
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3.4.4 Data collection detail

Table 33 provides an overview of the different categories reviewed in each of the case
studies, including the primary interviewee ID, the category they represent, the
interviews they participated in (“Strategy” refers to the first interview focusing on
background and alignment, “Maturity” to the second interview, focusing on the
maturity assessments), as well as any documentary evidence they provided for

triangulation.

The table demonstrates that a total of 37 interviews were conducted for this research,
typically lasting 60 minutes. Not all interviewees participated in all interviews; in some
cases this was by design (e.g. head of procurement would be interviewed for
background and not to the same level of detail as others), but generally it was driven
by access limitations. Two special cases should be highlighted: First, in the A&D Laser
category, the same interviewee could not participate in both interviews, so two
different employees were interviewed for Lasers. Second, in the WATER case, multiple
interviewees filled in the maturity assessment, but weren’t available for interviews.
This limits the conclusions that can be drawn on contingencies and the triangulation of
maturity assessments. However, this limitation was somewhat counteracted by
providing a comment field in the survey, that was used extensively by participants.

These access limitations of course limit the overall research, which will be discussed in
further detail in Section 10.1.3 (Generalisability).

Table 33: Data collection overview

. Interviews ‘
Interviewee ID 5
Strategy Maturity ‘

Maturity .
Documentary evidence

assessment

Company overview

Strategy and value chain analysis

Operational Framework

A&D_Function (Head
of Procurement)

Yes (background)

Yes
(background and
triangulation of
category results)

Procurement organisation: Core principles
Procurement Plan and Objectives 2017 onwards
Working with SMEs

CPO meeting: Status & update

Draft Strategy Map Procurement

2016 objectives and key performance indicators
(KPIs) Operations Council

Individual KPls example

A&D_Capability —

Yes
(background and

(Procurement Yes (background) R . Yes
Capability) triangulation of
category results)
Yes Yes Yes e Indirect Procurement Brochure 2017
A&D_Indirect e Glocal definition
e Category Strategy for Test Equipment
Yes Yes Yes e Procurement Plan example
A&D_Radar e Supplier Scorecard example
e Suppler Demonstrated Performance
o Supplier selection process guide
ARD_Laser_1 Yes No Yes e Procurement Plan example
L]

Laser business plan
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Interviews Maturity
Strategy Maturity assessment
No Yes Yes

Interviewee ID

Documentary evidence

Suppler Demonstrated Performance
Procurement Processes

Supplier selection process guide
Personal KPIs overview

Laser team KPIs overview

Central Mechanical Strategy
Suppler Demonstrated Performance
Supplier selection process guide
Source review board example
Personal KPIs overview

Mechanicals team KPIs overview
Optics Strategy 2017

Optics Strategy 2018

Digitalising procurement 2019
Procurement strategy 2019
Organisational structure

Sourcing Strategy: Mobile Liming
Chemicals Price Review

Chemicals price analysis

Benefits form

Sourcing Strategy: Sewer Jetting
Sourcing Strategy: Tankering
Process manual

Sourcing Strategy: Line stopping
Sourcing Strategy: Pressure Management
WATER_Assets & Equipment and Systems
Instrumentation Sourcing Strategy: Electrical Valve Actuators
Benefits Framework

Supplier selection matrix

A&D_Laser_2

=<
[}
»
=<
]
»
=<
1)
»
o o

A&D_Mechanical
(Central Category)

A&D_Optics (Central Yes Yes Yes
Category)

Yes (background) No No

WATER_Function_1

WATER_Function_2 Yes (background) No Yes
Yes Yes Yes

WATER_Chemicals

Yes Yes Yes

WATER_Tankering &
Jetting

Yes Yes Yes

WATER_Water Yes Yes Yes e Supplier dashboard

materials e Contract plan

WATER_Services Yes Yes Yes e Sourcing Strategy: Screens Maintenance

Portfolio e Leakage report

WATER_Function 3 No No Yes

WATER_Construction No No Yes

Services

WATER_ Chemicals & No No Yes

Water Materials

WATER_Portfolio No No Yes

WATER_Water No No Yes

metering

BANK_Function 1 Yes (background) No No

BANK_Function 2 Yes (background) No Yes

Yes Yes Yes e HR Category Plan 2019

e Sourcing Strategy Global Executive Recruitment

BANK HR . APAC.EvaIyation Tool

- e Supplier Risk Management

o Supplier performance KPIs
e 2019 objectives

BANK_CRE Yes Yes Yes e CRE Category Plan 2018

BANK_FinTech n/a Yes Yes

BANK_Cyber Yes Yes Yes e Cyber Category Plan 2019

BANK_Ops Yes Yes Yes
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Figure 19 demonstrates the progress of this research, including when each case took

place.

2015 2016 2017 2018 2019 m 2021

i K 1 A 0 0 8 2 1 ) Y B B e D N A A N A
Positioning -

Study

Literature _

Review

Pilot:
A&D D
Case 2:

Case stud
WATER ! >

identification

Case 3: Case study -

BANK identification

Cross-case

analysis -

Write-up -

Figure 19: Study progress and case study data collection

3.5 Ethical considerations

The research has been subject to an ethical review, ensuring that all ethical risks are
covered. Main risks were identified in the interviews, where potentially commercially
sensitive information could be shared. To minimise these risks, case companies and
interviewees have been anonymised and NDAs were signed with all three case studies.
Moreover, interviewees signed aconsent form, in which they are informed about the
study and data collection process. Importantly, they were also informed about the

opportunity to withdraw their consent.
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3.6 Research background: Case company comparison

Table 34 provides an overview of the case companies included in the study. It reviews
their industry, company and procurement details, thus demonstrating the differences

in industries, companies and procurement function.

A&D is an aerospace & defence company and provides highly complex and engineered-
to-order products, whereas WATER delivers water and wastewater services and BANK
is in the financial services industry. Albeit very different in size (both revenue and
employees), all three are relatively large companies in their industry, but still face
unfavourable power relationships with some suppliers (e.g. large technology
suppliers). The companies also differ in their strategic focus: where A&D focuses on
technological innovation and customer cooperation, WATER is concerned with

continued operational delivery of their services and BANK with high customer service.

The procurement organisations are also different: A&D and BANK cover the complete
procurement process (BANK is even responsible for accounts payable), whereas
WATER has split the contract set-up from the contract management. Organisationally,
A&D is fairly decentralised, integrating procurement into their projects, whereas
WATER and BANK are mostly centralised. However, WATER has decentralised the
operational procurement responsibilities and BANK has decentralised regional
procurement managers that do, however, report to the central category managers.
Where all three companies are similar, is that all of them have aligned their
organisation to their customers, i.e. they are set up to be closest to the internal

customer.

Although all three industries are highly regularised, regulations in these three
industries impact procurement in different ways: Where A&D focuses on offset
requirements (“offset” refers to local sourcing requirements in different countries,
usually specifying components or a percentage of the overall product value that has to
be sourced locally), WATER is focused on compliance with water quality regulations as
well as EU procurement legislation and BANK is concerned with compliance with

money laundering regulations.
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Table 34: Case company comparison

o Case companies
Criterion

Industry name

A&D
Aerospace & Defence

WATER
Utilities — water

BANK
Financial services

o Highly complex and costly products
e Low order quantities per customer

e Directs procurement with high service level,
but for customer delivery

o Indirects — mostly services for internal
customers

Product type o High R&D cost element . . e Generally high volumes
- . e Large differences between categories .
e Often engineered-to-order for specific . . e Headcount as largest cost driver
e Often high science element
customers .
Declini et in mili
Market growth ° . ec |n|n'g mar. etin mi |tary.bu.dgets, e Stable market with small volume increase ® Moderate growth
e increasing shift towards civil aircraft
. __ Moderate b , esp. th h high
e Strong buyer power due to large size e Limited buyer power, but protected by ¢ deo rZ;ao(; c:;erefﬁzi;;:fket :ic\)/:Igr alr%d
Power (governments, few private customers) regulatory authorities & custorr?er rice sensitivit ¥
relationships o Strong supplier power (substitutability of e Moderate supplier power: Strong « Strona supplier ovfer (high relianyce on ICT
customers through other industries) dependence on a few, large suppliers € serc)zrity F:ow subsfitutability) !
Goef e . Inten§e rivalry, increasing con‘sohdatlon to e Limited competition c.iue to regional « High technological change
achieve power and economies of scale monopolies
Speed of change | e Rapid change in technological innovation e Low speed of change e Rapid change in technological innovation
Company type . . . . . .
(keyrf,unZticy)rr:) Engineering & project management company Operations service company Customer service company
e Expansion/growth . . _
. .p /e . . e Customer satisfaction o Profit increase through sales growth and
Strategic focus e Technological leadership/innovation - . .
. e Sustainability (esp. environmental) cost reduction
e Customer cooperation
Product range o Helicopters and aircraft e Clean water services e Commercial banking
= e Airborne & Space Systems e Wastewater services e Retail banking and wealth management
Financial year
Company (used for data 2016 2019 2018
below)
Revenue (range) £10-20bn <£5bn £20-50bn
EBIT margin 5-10% <0% >10%
(range)
Employees 20-50k <5k >100,000
(range)
Operating Global UK Global
countries
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Case companies

WATER

Procurement

Procurement
strategy

Organisational structure:
Matrix structure (project vs. central) &
Think global, act local

Delivering water and wastewater services

to customers; efficiently, effectively
and cost effectively, but also with minimal
disruption to the environment

Risk management: Know your supplier:
Self-service procurement (a business-to-
consumer experience in a business-to-
business environment)

Department
organisation

Project-focused:

Some central categories, but most
procurement managers sit in on projects and
certainly all of them buy for and are in close

alignment with projects

Centralised strategic sourcing and
decentralised operational procurement:
Central contract set-up and negotiation
(‘experts' for tendering process etc.); another
team does central framework management;
products are pulled by
sites/projects/operators directly during day-
to-day work

Centralised with local support:
Central category management, supplier
selection, framework management etc., but
regional procurement managers that
sometimes do sourcing if local supply, but
certainly manage the local supplier/suppliers'
contacts

Formal
objectives

On-time delivery, quality (returns),
management of promised dates (audit
driven), cost

Contribution to team success (workload,
compliance, timeliness of deadlines etc.), cost

Cost, stakeholder feedback (NPS), risk agenda

Key
considerations

Ensure products are delivered on time
for project

Ensure quality to avoid compliance issues

Ensure risk management (compliance), cost

Regulatory
concerns

Offset (+ somewhat traceability)

Regulation 31 (traceability/quality of products
in contact with water)

KYC (Know your customer) & KYS (Know your
supplier)/KYTP (Know your third party)

Key projects

Supply chain mapping
(2nd tier SC visibility)

Procurement systems implementation to
increase workers’ efficiency

Self-service procurement
(ML system implementation)

Process
responsibilities

Supply base management

Supply base management

Supply base management

Supplier selection

Supplier selection

Supplier selection

Strategic supplier relationships

Strategic supplier relationships (sometimes)

Strategic supplier relationships

Contract management

Contract management (sometimes)

Contract management

Supplier performance management

Supplier performance management

Order placement

Order placement

Accounts payable

Sources: (A&D, 20173, 2017b; BANK, 2019a; MarketLine, 2015, 2017a, 2019a; WATER, 2019a)
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3.7 Methodology adjustments after the pilot case

A&D (Aerospace & Defence) was selected as a pilot case, as it provided the most
comprehensive insight into different categories: The case included two decentralised
project-based categories with complex engineered parts and two centralised
categories, which focused on slightly more standardised products. Additionally, this
case included an indirect category, covering several different products from company

cars to test equipment.

3.7.1 Research focus adjustment

The pilot study has demonstrated that the research design delivers insight into
procurement maturity and highlights potential areas for contributions in the use of
procurement maturity and the design of procurement maturity models. Whilst not all
of the initial hypotheses were fully supported, interviewees indicated an approach to
procurement maturity that is considerably different from existing maturity models and

includes contextual contingencies.

However, the analysis has also highlighted a requirement to adjust the research
design. The analysis of RQ1l; How do procurement managers achieve strategic
alignment?; has demonstrated that category strategies resemble the topics in a
maturity model and that strategic alignment is only one of the topics considered in the
maturity model and by procurement managers as part of their category strategy.
Instead, interviewees focused on a large number of different contingencies that impact

procurement maturity.

Going forward, the research will therefore shorten the analysis of procurement
strategies or strategic alignment (RQ1). Instead, this section will focus on contextual
contingencies in general and how they influence the application of procurement
maturity models, specifically the target maturity profile. Future cases will determine
whether the emerging Proposition 2 (the target maturity profile is dependent on
contextual contingencies) can be supported by other cases. This section will also
include a review of maturity models, similar to the one provided in Section 5.2.1.5
(Contingencies to procurement maturity: Maturity model review by topic) that

considers the contextual contingencies to maturity topics or elements.
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3.7.2 Case study design adjustments
Cases 2 and 3 will follow a similar research design to the pilot case, with some changes

in process to improve the quality of information collected.

The first round of interviews continues to support research question 1, as well as the
analysis of the emerging Proposition 2 that replaces Proposition 1. Similarly, the
second interview round will largely remain the same as during the pilot case, as this
enables the discussion of contingencies in addition to the data collection for research

guestions 2 and 3.

3.7.2.1 Case study definition and design

The most critical change to the research design is in the updated conceptual model.
Since Proposition 1 is replaced with the emerging Proposition 2, the conceptual model
has to be updated for the remaining two cases WATER and BANK. Figure 20 illustrates

the updated conceptual model.

Unit of analysis

Proposition 2: Contextual contingencies Contextual .
influence target profile contingencies Various

1

e
Target maturity

profile

Hypothesis 2: Maturity
measured as a profile

Current maturity
profile

Hypothesis 3: Maturity
measured at category level

.

J
Category

Maturity gap

S — _/
Procurement
Out of scope for this study & company

performance

Figure 20: Updated conceptual model after A&D

3.7.2.2 Data collection
However, some changes will be made to the data collection process and analysis, as
demonstrated in Figure 21. In future cases, documentary evidence will be collected

before the interviews, to allow the interviews to focus as much as possible on the
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discussion of documents and assessments, rather than the assessment itself. This is

expected to accelerate the process (analysis and validation of interview results).

Follow up & Interview 2
.. . Send out Follow up &
Original Interview 1 strategy (conduct collect

rocess (strategies) document maturity maturity
P 8 matrix for info documents

collection assessments)

Send out [QIEET 5
Strategy s Follow up &
Updated Interview 1 maturity Collect (review
rocess L2 (strategies) Rl uestionnaire documents maturity EiCE
= collection = 5 documents

tofill in assessments)

Figure 21: Data collection process update

Finally, the updated process is supported through an updated interview guide.
However, as per the discussion above, changes to the interview guides are minor, as
the current data collected generally supports the analysis.

3.7.3 Data analysis

The data analysis will be updated to focus on the emerging Proposition 2, thus
shortening the analysis outlined in Section 5.2.1 (RQ1: How do procurement managers
achieve strategic alignment?), and instead will focus on the analysis in Section 5.2.1.5
(Contingencies to procurement maturity: Maturity model review by topic). It will
continue to follow the analysis outlined in Section 5.2.2 (RQ2: How is procurement

maturity conceptualised by procurement managers?).

3.8 Methodological limitations

3.8.1 Case study methodology and generalisability

As with all case studies, the findings from the specific cases are not statistically
generalizable to a population from which they are taken, as no statistical sample is
used. Instead some findings common to all cases may be generalizable beyond the

immediate cases, whilst others may be more context-specific.

To mitigate this limitation to external validity, diversity was sought in the embedded
units of analysis (i.e. the categories). The research includes multiple embedded units of
analysis, especially the five focus categories interviewed in each case, and cases

themselves were specifically chosen for their varied industries, strategic focus and
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product range (see Figure 14 in Section 3.4.1 Case study definition and design). This
diversity increases the contextual dimensions across which the phenomenon is studied

and thereby its analytic generalisation.

It is argued that despite this limitation the case study methodology was required for
the exploratory nature of the study. Therefore, this limitation is accepted in return for
the depth of data and context provided in the cases, which is required both to test the
hypotheses deduced from the literature as well as enable the induction of further

insight.

3.8.2 Subjective self-assessments for maturity

Maturity assessments will be based on interviewees’ subjective self-assessments.
Whilst the current maturity level can be reviewed and triangulated against
documentary evidence, there is no such secondary evidence for the target maturity

profile.

Neither of these subjectivities will impact research question 1, but will limit research
question 2. Hypothesis 2 (the unit of analysis) and hypothesis 3 (the maturity measure)
will both primarily rely on the current maturity assessments and can be analysed
relatively reliably, due to the triangulation with secondary evidence. Again, this is a

limitation accepted in the research design.
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4 Results: Mini-cases

This section will summarise the key findings from the exploratory mini-cases, which
were conducted ahead of the main empirical study (the three in-depth cases). These

mini-cases have previously been published under Sggaard et al. (2018).

4.1 Exploratory mini-cases findings

4.1.1 Perceptions of procurement strategy and strategic
alignment

This section presents a review of the findings from the exploratory case studies, which

will be compared to the academic literature in the following section.

The term ‘procurement strategy’ does not appear to be clearly defined in industry, as
demonstrated by interviewees enquiring what was meant by the term and the
different explanations provided, ranging from current change programmes to defined
procurement practices (BANK, FOOD). These differences in perceptions could be
explained by the implication of a functional strategy, which was contradicted by FOOD
and DRINK, who stressed that strategies are different for each category, supported by

a definition of structures and principles at a functional level.

Procurement professionals also demonstrated different reactions to the concept of
procurement strategic alignment. Similarly to academic conceptualisations, BANK
expressed that procurement strategy should be based on the company strategy.
However, other interviewees did not perceive a direct link between procurement and

company strategy.

Instead, interviewees referred to a number of important contingencies that determine
the procurement or category strategy. These can be classified into three categories:
internal contingencies, external contingencies, and product and supply driven
contingencies (Table 34). Whilst the product and supply driven contingencies include
internal and external contingencies, these are distinguished from internal and external
contingencies, as they can be more easily influenced through sourcing and range

decisions.

Despite the initial appearance of an absence of strategic alighment, the perceived
procurement strategy contingencies hint at an alternative explanation. All described

contingencies are likely to be common to the company as a whole (rather than just the
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procurement function). This indicates a tacit concept of strategic alignment, driven by
a common understanding of the company’s environment and challenges, rather than a

procedural analysis of corporate priorities.

Table 35: Procurement and category strategy contingencies

Contingencies
(second order Description/example
constructs)

Contingency group

(first order constructs)

“the procurement strategy has to fit in with the overall company
strategy” (BANK)

“It’s more around the corporate business principles that govern
how we go through the [...] procurement process” (FOOD)

“I think there’s a certain culture... just in terms of expectations
of the business” (CAR)

“Ultimately, you know the business requirements | talked about
are the absolute bedrock of the whole process: Do we
understand what we need?” (DRINK)

“And I'll give you a great example. We have our whole plan
around NAFTA, so around the trade agreement of North
Geopolitical changes America; Canada, US, Mexico — we built a whole lot of business
going up between Mexico and the US. Guess what Donald
Trump is going to do... ” (BANK)

External or demand e.g. the requirement to work with original equipment

driven contingencies manufacturers (CAR) or the balance of high quality offering
versus the impact of Christmas promotions on profitability
(FOOD)

e.g. regulations in the banking and finance industry (BANK), the
requirement to reverse-engineer glass for new car models (CAR)
or the requirement to react to competitor behaviour (FOOD)

Company strategy

Corporate principles

Internal or company
driven contingencies Company culture

Stakeholder and business
requirements

Customer or demand

Industry specifics or
requirements

Current contractual

The contracts currently in place (DRINK)
arrangements

Product complexity Increasing product complexity through new technology (CAR)

“the market has an impact, you know, the market, how
suppliers act, mergers and acquisitions” (BANK)

) > . “supplier market is about the market they operate in, is it
driven contingencies Supplier market expanding, is it contracting? Where are those suppliers
positioned strategically versus each other? What are their focus
areas?” (DRINK)

(this aspect was also mentioned by CAR and FOOD)

Product or supply

Future product

H i hange in the fi DRINK
development ow requirements may change in the future ( )

4.1.2 Mini-case findings: Perceptions of procurement practices
This section will focus on practitioners’ perceptions of applied procurement. Most
interviewees identified some practices they feel would apply to any procurement
organisation, such as segmentation, systems or centralisation. Similarly, some
procurement practices were mentioned across companies, including category
management, centralisation and supplier relationship management (BANK, CAR,
FOOD, and DRINK).
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However, the interview analysis also suggested that other practices may be more
distinct to different companies — or at least not as prominent in managers’
perceptions. For example, BANK was the only one to mention contract renegotiation,
while CAR mentioned requests for more sales involvement. FOOD uniquely mentioned
responsible sourcing and DRINK explained their involvement in New Product

Development.

None of the managers referred directly to the procurement or category strategy as a
basis for procurement practice selection. Instead, they grounded their selection in
different contextual contingencies very similar to those identified for procurement or
category strategies. These similarities further support the notion of a tacit alignment
concept, with both the definition of procurement or category strategy and the actual

procurement practices being contingent upon different factors.

4.2 Implications for the conceptual model

The mini-cases demonstrated that both strategic alignment research and industry
perceptions align with the three premises of contingency theory (Donaldson, 2001).
However, where academic research focuses on the relationship of procurement
practices with the firm strategy (e.g. Baier et al., 2008), the practitioners included a
wide range of contextual contingencies, i.e. internal, external and product- or supply-

based contingencies.

Moreover, academic literature generally assumes a procedural concept of strategic
alignment, in which the procurement strategy follows the company strategy as a single
contingency (e.g. Watts et al.,, 1992). In contrast, practitioners described their
strategies as being based on a number of contingencies, including the company
culture, industry requirements or the supplier market. These contingencies were often
expressed as problems that do not only concern procurement, but that the company
faces as a whole, thus indicating a more tacit concept of alignment, in which

procurement is subject to the same contingencies as the rest of the company.

Hypothesis 1 is therefore updated to reflect the improved understanding of

procurement strategic alignment to Proposition 1:

Proposition 1: Procurement and category strategies are dependent on contextual

contingencies.
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The mini-case findings concurred with academic and consultancy literature on the
measurement type and unit of analysis for procurement maturity, so that no updates

are required to the remaining hypotheses.

These findings are summarised in the conceptual model demonstrated in Figure 11. It
defines that the firm strategy drives the procurement strategy, which in turn
influences the category strategy, together with contextual contingencies. The category
strategy then determines the target maturity profile. The gap between these two
profiles, or the “maturity gap”, is related to procurement performance, which in turn

impacts on firm performance.

Unit of analysis

Company strategy Company
Procurement .
Function
strategy
¥

Proposition 1: Category Contextual
strategy contingencies Category strategy |< contingencies
Hypothesis 2: Maturity Current maturity Target maturity
measured as a profile profile

Hypothesis 3: Maturity
measured at category level

"~ Category

Maturity gap

Out of scope for this study & company

Procurement
performance

Figure 22: Conceptual model after mini-cases (used for in-depth cases)

-89 -



Results Case 1: A&D A&D Case study background

5 Results Case 1: A&D

5.1 A&D Case study background

5.1.1 Aerospace and defence industry

The global aerospace and defence industry includes civil aerospace, systems &
ordnance, military aircraft, naval vessels, military vehicles and other defence
procurement. It is often described as a strategic industry in two ways. First, it is
militarily strategic in that it is a central component of national defence. It is also
economically strategic, where it is regarded as more important than other industries
for a country’s economic development due to the number of highly-paid jobs it

provides (Hartley, 2014, pp. 4-5).

The global market for aerospace and defence has experienced an average growth of
6.9% between 2012 and 2016 and is expected to continue growing at a similar rate,
albeit mostly in civil aerospace, as countries cut their defence budgets as part of
austerity measures. Geographically, the United States, Europe and Asia-Pacific account

for over 90% of the global market value, in almost equal shares (MarketLine, 2017b).

The industry is characterised by strong rivalry with intense competition between large
and globally integrated companies, partly driven by consolidation trends in recent
years, but also by the requirement to achieve high sales volumes to recover R&D costs.
To overcome competitive pressures, companies attempt to differentiate themselves
through ongoing innovation. Innovative products can create spill-overs to the civil
aerospace market as well as temporary monopolies that help companies achieve faster
return on their investment. They therefore have potential to be highly profitable for
aerospace and defence companies (Hartley, 2014, pp. 38-41, 66, 70; MarketLine,
2017b).

It has always been an industry highly dependent on the government, either directly
through state ownership or indirectly through government spending (Hartley, 2014,
pp. 10-20). Companies typically attempt to increase bargaining power against buyers
through integrated solutions with high switching costs and the importance attached to
these by buyers. However, buyers are typically governments, therefore aerospace and
defence companies face large and financially strong bargaining partners (MarketLine,
2017b).
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Similarly, relationships with suppliers are driven by high power levels on both sides: in
spite of their size and a large number of suppliers to substitute, aerospace and defence
companies’ power is limited by their requirement for high quality products.
Procurement complexity is further increased by raw material price volatility (especially
oil and metal) and other industries competing for the same suppliers (e.g. automotive
and rail) (MarketLine, 2017b).

5.1.2 Case company profiles: A&D

A&D provides aerospace and defence solutions to different governmental and
commercial customers. It is headquartered in Europe, with operations and subsidiaries
across the world, most considerably in Italy, the UK, the USA and Poland. With
revenues of over €10bn and employing c. 46,000 people in 2016, it is one of the largest

aerospace and defence companies in Europe (MarketLine, 2017a).

Strategically, the company prioritises customer-focused innovation through
technological excellence and close customer relationships. A&D also attempts to
achieve competitive products with sustainable development, especially focusing on

integrity and security (A&D, 2017b). A&D defines eight core values:

1. Vision: Looking far ahead to ensure the company’s long-term success

2. Integration: Leveraging the company’s diverse product portfolio to provide an
integrated solution

3. Innovation: Being at the forefront of innovation through highly skilled
employees and extensive R&D investment

4. Customer Focus: Ensuring continuous customer focus by providing reliable,
timely and customised solutions

5. Internationalisation: A local presence in core customer markets

6. Responsibility: Generating both social and economic value through ethical and
trustworthy behaviour

7. Talent: Recognising excellence and promoting scientific and technical learning

8. Technology: Leveraging its companies’ experience and technologies to

contribute to a safer and more sustainable world (MarketLine, 2017a)

This case study will focus on the Airborne & Space Systems in the UK. The Airborne &
Space Systems division’s product portfolio includes Airborne Weapon Systems,

Airborne Radars, Airborne Electronic Warfare, Airborne Electro-Optics, Avionic Mission
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Systems as well as Airborne Communication Navigation & Surveillance (CNS), together

with the required support and services (A&D, 2017b).

5.1.2.1 Functional organisation

In the UK, A&D is organised into a matrix structure, in which IPTs (Integrated Product
Teams) are responsible for the procurement in customer projects and category teams
are focused on common products across categories. This structure is supported by a
Procurement Capability team, which ensures continuous learning and common

approaches across the whole procurement function in the UK.

As such, the categories follow different processes. Procurement managers in IPTs are
responsible for the procurement throughout the whole project lifecycle, starting with
the bid process, when a new product is sold to a customer, through the engineering
design and up to the sourcing of components. Their role is to ensure that components
are bought within budget, delivered on time and to the required quality. IPT
procurement managers also coordinate any Central Categories that are involved in the

project.

In contrast, Central Categories are less involved in the early stages of the bid and
engineering process, where they support the IPT procurement managers. Category
managers are responsible for managing common products across all projects, and thus

are more supplier- than customer-focused.

Although classified as categories as well, Indirect products are slightly different in that
they are not involved in any project-related procurement and are generally much more

forecastable and thus easier to plan long term.

Table 36 provides an overview of the key categories interviewed and their differences

and similarities.
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Table 36: Selected categories comparison (based on interviews)

I
_— Product vs. Product Supply base Typical contract
Description . . (number of
service complexity A length
suppliers)
Indirect services Mostly service Low (stakeholder | Mixed: mostly |Varying
Indirect (e.g. travel,_real relationships) relatively large
estate, testing etc.)
Components for Products High (technology) | Medium Depending on
Radar radars project (current 9
years)
Components for Products High (technology) | Medium Depending on
targeting lasers, project (current 9
mostly for aircraft, years)
Laser
but also manual
Mechanical and Products Medium Often small Depending on
Mechanicals | machined parts (technology) due to project (current 9
capability years)
Optical units for Products High (technology | Often small Depending on
lasers (prisms, & supplier due to project (current 9
crystals capabilit capabilit ears
Optics ystals) pability) pability years)

5.2 A&D Case study findings

5.2.1 RQ1: How do procurement managers achieve strategic
alignment?

To answer this research question, three sub-questions will be analysed in this section,
starting with how procurement managers define procurement ‘strategies’, followed by
a comparison of procurement ‘strategies’ with procurement maturity topics and a
review of procurement contingencies, in order to understand how procurement
strategic alignment is achieved. This last part is based on the hypothesis developed
from the literature (P1: Procurement and category strategies are dependent on

contextual contingencies).

5.2.1.1 What is a procurement ‘strateqy’?: Procurement ‘strategies’
provided by category managers

This section will summarise procurement managers’ responses to the question “How

would you describe your procurement/category strategy?” It will review the answers

provided in detail and conclude with a summary and interpretation in the wider

context of the research question. For the remainder of this section, it will follow the
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terminology used in the literature, accepting the use of the terms ‘procurement

strategy’ and ‘category strategy’. These will be reviewed at the end of the section.

First, Table 5136 shows the scope and content of the procurement strategies for each
of the categories. It demonstrates that the answers provided by procurement
managers differ considerably: The overall procurement (functional) strategy provides
an overarching structure and general standards with ways of working that all
categories should adhere to, as well as an improvement programme, which includes
opportunity areas for the coming years (A&D_Function, A&D 2017 Procurement
Objectives). Similarly, the indirect strategy has identified ten top priorities to work on
for the year, together with individual detailed plans and targets for the product groups
within Indirect (A&D_Indirect, A&D Test Equipment Strategy example, A&D Indirect

Procurement Brochure 2017). For instance;

“It might be that we want to expand our category across the whole of the UK. So we might
have an expansion plan to take control over the spend. All of our individual category
strategies are really our bible for that category for the duration of the contract, or for a
period of time. Individual category strategies are very important for us so that we know
what we’re doing in those areas” (A&D_Indirect)

Table 37: Procurement strategy scope and content for each of the procurement categories

Procurement strategy

Category ‘ — Procurement strategy content
e “Integrating Procurement Excellence' [...] One of the
e Structure themes at the conference was about continuous
(differentiation) improvement — 'Better never stops'. We decided to
A&D_Function e Ways of working represent that in defining procurement excellence. But for
e Improvement us it’s the integrating of procurement excellence which
programme makes it different, especially by the way that we are

organised with our customer-centric approach”

e “that’s the direction that the company wants to go [and]
at our level we can influence the supply chain in order to
get that strategic objective achieved”

e “we tend to set top ten strategies, goals that we want to
e Improvement

A&D_Indirect rogrammes work on”
prog e “all the categories [within Indirect] will have that
individual category strategy [...], about what we want to
achieve within the category and with our stakeholders”
e Top 10 priorities (Indirect Procurement Brochure)
A&D Radar e Project delivery (risk | e “I think the macro strategy is where we document the
- management) risks in the risk register, and we tend to keep it top level.”
e “So this year the strategy is to continue working with the
. . vendors that we have and maintain those relationships
e Project delivery .
and work with those vendors to understand what else
A&D_Laser_1 (supply base .
they could bring to us as a company for future laser
management) , . .
programmes. [...] It’s all about ensuring production and
that we have the necessary supply to meet demand.”
From interview:
A&D_Mechanical * Supply base and “ . . .
- procurement e “What we do is, we feed into the projects’ procurement
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Procurement strate,
Category ‘ — gy Procurement strategy content
improvement plans, there are sections within each project procurement
programmes plan, where they need to engage with the central

functions”

o “Defining what capability each of the vendors has —a
capability matrix, all the different types of machining that
we do with the vendors”

e “In terms of the vendors, what we normally do is share
our forecasts with them”

e “From a procurement perspective we also put together
outline agreements”

e “We have agreements in place with standard terms and
conditions, that something that we have that for 90% of
the spend under our control”

e “Alignment of order quantities with supplier production
quantities”

e “We don’t always ensure the lead time the vendor gives
us is one real problem. It’s not reflected in the system”

e “Another area that we need to get consistency on is
export controls ”

e “Getting my guys to being more proactive in the questions
they are asking in an RFQ”

e “More competition is one thing that | would love to see”

From category strategy — category deliverables

e “Continuity of supply of machined parts

e Introduce more competition into category

e Leading to price reductions

e Risk sharing with key suppliers

e Ensuring the category can and continues to meet business
needs”

e “So, we’ve got the usual mission statement, quite simple,
we’ve got an overall category strategy, which is three
bullet points:

e  To establish robust sources of supply for optics
from a small number of high performing broad
capability suppliers, supported by a selected
network of competent providers.

. In addition, to maintain and develop a number of
key suppliers of specific products, processes or
specialisms which are unique to the Category and
which provide key materials to our business.

e  Recognise and support business needs for specific
industrialisation, geographical, political and
strategic purposes”

e Support the business
A&D_Optics strategy by building
a robust supply base

Central category procurement managers (Mechanicals and Optics) defined their
strategy as a long-term plan to improve or refine their supply base, together with
detailed programmes for identified issues or opportunities. Both categories provided
category strategy documents, albeit with a slightly different focus and different level of
detail (A&D_Mechanical, A&D_Optics).

In contrast, IPT procurement managers defined strategies focused on project delivery

(A&D_Radar, A&D_Laser_1), including risk management and supply base management
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— demonstrating a strong customer and supplier focus. This different focus for
procurement managers in projects is supported by their strategy documents, which
outline a project management approach for procurement in project teams (A&D Radar
Procurement Plan example and A&D Laser Procurement Plan example). This is not

accidental, instead,

“That’s absolutely how they’re designed — they’re designed to pivot around the success
factors of a project: each project will have a strategy and its own project aims”
(A&D_Function).
In particular the IPTs are also characterised by A&D’s limited ability to plan long-term,
as the visible demand is limited to the length of the project (A&D_Function,

A&D_Radar).

Table 5237 demonstrates the elements included in the different strategy documents
provided. It shows that most documents support some form of category background,
targets, stakeholder detail, and product and supplier overview. However, the actual

detail included differs between categories.

The overall functional strategy focuses on the targets, improvement areas and major
projects, but does not include any detail on the business background, sourced
products, used suppliers or stakeholders — these are, however, defined in separate
documents (A&D_Function, Strategy and value chain analysis, Operational Framework,
Procurement organisation: Core principles, Procurement Plan and Objectives 2017
onwards, Working with SMEs). The functional strategy focuses on ‘Integrating

Procurement Excellence’:

“It’s all about setting standards for achieving excellence in procurement and how do we
look at integrating that. We think that our company, by the way we’re organised with
procurement and these IPTs and the hybrid model, being customer-centric, we think that’s
a discriminator to lots of our counterparts [...] So we’ve tried to define, what do we mean
by integrating, what do we mean by procurement excellence and we’ve had this mantra
[that] helps to define our culture: “Customers first, united always”. [...] For us, this really
fits with what we do: Customers first, through the IPTs, align the objectives by being there
— whether that’s on a board, or in a management team... And this is where the category
management comes in, [...] being united with what the category strategy might be and in
another project and in another site.” (A&D_Function)
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Table 38: Elements included in category strategy document provided

Highlighting indicates whether the element is included in the strategy (red = ‘No’, green = ‘Yes’)

Note: 1) This information has been included in other documents rather than the official ‘strategy document’

Summary

Background

A&D_ A&D_ A&D_ A&D_ A&D_ A&D_

Element k Rk X .
Function Indirect Radar Laser_1 Mechanicals Optics

Business
overview
Project

overview
Org structure } No
Risks/
opportunities
Key
processes
Demand
forecast

\[e} Yes =

\[e} Yes

Targets

Vision
Objectives

Improvement
areas

Sourced
products

Product
detail
Product
matrix

Supplier
detail

Supplier

overview
Individual
supplier
strategy
Supplier
matrix
Supplier
review plan

Stakeholder
detail

Customer
overview
Stakeholder
map

Total pages

Both IPTs’

procurement plans demonstrate a very similar content, which is likely to be

driven by the fact that these are standard and audited documents:

“The intention in there is that the line of business will have a review of the procurement
plans etc., but the actual format and content of the procurement plans, that is owned in
my area. We will provide that as a template, and again, we will tweak that periodically, as
new things come along, so | touched on earlier on, cyber security, | would imagine our
next update of our procurement plan has a much a much stronger cyber-specific section.”
(A&D_Capability)

They include a project background, a customer summary including their objectives, a

summary

of purchased products and an overview of suppliers used (Radar

Procurement Plan example and Laser Procurement Plan example).
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“They read like a project plan, and that’s absolutely how they’re designed — they're

designed to pivot around the success factors of a project” (A&D_Function)
In contrast, Central Categories and Indirect have much more varying strategy
documents, generally providing some category background and overall objectives for
the year, but focusing on key products and suppliers as well as improvement initiatives
(Indirect Procurement Brochure 2017, Central Mechanical Strategy, Optics Strategy
2017, Optics Strategy 2018). They differ from IPT strategies in that they demonstrate
less of a focus on customer objectives and delivery milestones, but instead show a
consideration of longer-term sourcing options for different products. This may be
driven by the organisational set-up, in which IPTs focus on customer alighment and the

Central Categories aspire to efficiency benefits for common products (A&D_Function).

5.2.1.2 Category-specific priorities

Besides the overall definition of a procurement or strategy, interviewees were also
asked about the category priorities they considered important for decisions on the
design of the supply base (see Table 39). The priorities provided in Table 39 are in
response to the question “What are the most important priorities in your category?” It
should be noted that “(1)” indicates top priority for that category and that whilst
A&D_Radar described a project in the late development/early production phases,

A&D_Laser_1 focused on projects in production stages.

Table 39: Key priorities by category provided in the first round of interviews

Blue highlighting indicates primary priority

Priorit A&D_ A&D_ A&D_ A&D_
v Function Indirect Laser_1 Mechanicals

Cost Yes Yes Yes (1) Yes (1) Yes
Quality Yes Yes Yes (1) Yes Yes
Service Yes
Customer
satisfaction VS () VES ()
Deli |
.e il Yes Yes (1) Yes Yes
time
Continuous
. Yes
improvement
Supplier
capability ves Yes
Optical Yes (1)
performance
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These answers indicate that the priorities differ by category. Table 39 also
demonstrates that the category priorities differ from the overall functional and
corporate priorities. As a company, A&D differentiates itself through customer
satisfaction (customisation) and innovation (A&D_Capability; A&D, 2017b).

At a procurement functional level, procurement strategies focus on customer
satisfaction as a key priority, but also attempt to be efficient: “Integrate within our IPTs
(effective) and collaborate centrally (efficient)” (A&D 2016 objectives and KPIs). This is
demonstrated both by the organisational set-up as well as through the mantra
“Customers first, united always” and the strategy to be “Glocal”. Both straplines are
about putting the customer and the local requirements first, but trying to achieve cost

efficiency benefits where possible:

“For us, this really fits with what we do: Customers first, through the IPTs, align the
objectives by being there — whether that’s on a board or in a management team... And this
is where the category management comes in, being united always. [...] We see companies
that do everything in category management, very efficient, that doesn’t have that
connection with the project” (A&D_Function)

“[“Glocal’ is] taking into account this being effective, being locally based, being deployed
with the business, versus being efficient, which is trying to do things centrally, trying to do
things consistently.” (A&D_Capability)

Category priorities during the first interview differ considerably, from focusing on
customer satisfaction (A&D_Indirect), delivery and lead time (A&D_Radar), cost and
quality (A&D_Laser_2), cost (A&D_Mechanical) to Optical performance (A&D_Optics).
However, during the second round of interviews, priorities not only changed from the
first round, but categories were also much more aligned, with most interviewees
agreeing that quality, cost and delivery are the three most important priorities (see
Table 39). Table 39 demonstrates how interviewees ordered procurement priorities.
The coloured priorities refer to how interviewees ordered these during the second
round of interviews. In contrast, the row ‘Initial (1st priorities)’ refers to the primary
priorities identified during the first round of interviews. The row ‘Reason for
differences’ provides the reasoning interviewees provided for the differences between
their initial and later priorities.
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Table 40: Category priorities provided during the second round of interviews

Colours indicate different priorities (e.g. green = low prices)

Product/Service

Innovation 5 5
epen- epen-
Process . Dependable P Low P Low
ik Customisation . dable . dable .
Innovation Delivery . Prices K Prices
Delivery Delivery
Low Prices Low Prices
o Product/Service ) .
4 Customisation / ) Rapid Volume Changes Process Innovation
Innovation
Dependable .
P . Customisation
Delivery
Dependable Process . .
6 P . . Product/Service Innovation
Delivery Innovation
Process . . .
k Product/Service Innovation Customisation
Innovation
Pr rvi
Low Prices eENEHEaE Customisation Process Innovation Environmental Concerns

Innovation

Rapid Volume | Rapid Volume | Rapid Volume
Changes Changes Changes

Environmental | Environmental | Environmental

0 Environmental Concerns Rapid Volume Changes
Concerns Concerns Concerns
Customer Delivery/lead R .
) ) . v/ Quality, Cost Cost Optical performance
prioritie satisfaction time
Cost, Quality,

Delivery/lead

Service, uality, Supplier | . 8 . . . Cost, Quality, Delivery/lead
. Q ¥ . .pp time, continuous| Quality, Supplier capability Q y v/
othe Delivery/lead capability R time
- improvement
time
. . § . Common first (delivery,
Project lifecycle: Common first (delivery, R ( y
K . . prices and product quality
Project moved prices and product quality are
on fo A are equal) - number one
n/a from n/a equal) - number one is .
d . changes depending on the
development to influenced by current .
; PR customer, project and
production phase activities/issues

product

Table 39 also demonstrates that these priorities changed between the first and second
interview (the interviews were about four months apart). For Radar the most
important priorities in the second interview were High Product Quality, Customisation
and Low Prices, in comparison to Delivery/Lead Time in the first interview. This change
was explained by the fact that the project had moved on from a development phase,
where the project encountered multiple lead time issues, towards a stable production
phase, where the focus shifted to quality outputs and efficiency:

“I think in the development phase, because you have to design something brand new, you
know what is the art of the possible, lead time has to be ahead of quality there. And then
in production, we have to get everything right first time now — so things will move
[towards quality]” (A&D_Radar, supported by A&D Laser_1 and A&D_Mechanical)
For Laser, the priorities changed from Quality and Cost being a joint first priority, to
High Product Quality, Dependable Delivery and Low Prices in the second interview,

which was explained by the differing perspectives of the two interviewees:

“I think A&D_Laser_1 and | probably came at this one from different angles.

-100 -



Results Case 1: A&D A&D Case study findings

Where | was coming from was — we deal in the Aerospace and Defence Market with very
exacting requirements and demanding specifications for all parts so | rarely expect pricing
to be ‘low’ in absolute terms.

| expect where A&D_Laser_1 was coming from is that we have constant pricing challenges
— particularly from our Laser customers who are US primes — and we have to work hard to
ensure that any price escalation is justified, or we embark on a price down challenge by
engineering cost out of the design or manufacture. So in this context pricing is very
important.” (A&D_Laser_2)
Similarly, A&D_Mechanical explained that in Mechanicals, High Product Quality,
Dependable Delivery and Low Prices will always be equally important priorities, but the

order may differ depending on issues that the procurement managers face:

“Looking at the list | think | would weight my top three very similarly, i.e. you could ask me

tomorrow and the top three would stay the same, but perhaps the one | place first could

change.

Over the past couple of months or so the Mechanical Category has ‘suffered” more due to

the first two in the list below and this may have influenced my thoughts, when [during the

time of the first interview] | was carrying out more price comparison/negotiation/

justification and contract placement activities.” (A&D_Mechanical)
Whilst initially highlighting Optical Performance as the most important priority,
A&D_ Optics explained that this would be classified as High Product Quality. In
agreement with Mechanicals, High Product Quality, Dependable Delivery and Low
Prices make up a joint first priority in Optics, with a differing order, depending on the

project, product or customer:

“Optical Quality came in as part of the Product Quality at No. 3 — but as | said across the
board | see Delivery, Price and Quality as all being roughly equal. This does of course vary
quite considerably from project to project and product to product, driven by customer
demand and sometimes by product complexity.” (A&D_Optics)

5.2.1.3 What is the relationship between procurement tactics and
procurement maturity?

Following the above analysis on procurement ‘strategies’, this section aims to further
understand the relationship between procurement maturity and procurement tactics.
Thus, it will compare the topics included in the maturity model with the procurement
tactics mentioned during the ‘strategy’-related interviews and the procurement

strategy documents provided.

Table 41 shows how the different tactics and procurement practices mentioned during
the first round of interviews and in the strategy documents relate to the procurement
practices mentioned in the maturity model used during the second round of

interviews. It demonstrates that all maturity practices were included in the strategy
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considerations by at least some of the categories — although some practices were
mentioned considerably more often than others and some tactics are not included at

all in the maturity model.

For example, strategic planning was considered for all categories, as demonstrated by
the fact that they all produced a strategy document, however with varying content
(see Section 5.2.1.1 What is a procurement ‘strategy’?). Interviewees also mentioned
the requirement to align the category ‘strategy’ across business units and sites and the
importance of translating strategies into tangible objectives to ensure the strategy

execution is aligned with the strategic intent:

“If you've done the strategy properly, you should be able to actually have it written in
objectives. And | think that’s a much better way of flowing down the requirement into
what people do day to day” (A&D_Capability).

The strategy documents provided alignment with the requirement of a written
procurement strategy in the maturity model; however, interviewees disagree with the
requirement that this must be known to everyone. Instead, they propose tangible

objectives to ensure the correct behaviour:

“We used to make a big thing in the past, and this was very European influenced, about
looking at the... We spoke about top-down and bottom-up — and the top-down side, we
spent time on, but we’d end up, and we still have them, with all these polished strategy
models, lovely bubbles and a chart and everything... but if you stopped someone in
procurement, and you asked, do you recognise this, they may struggle, whereas what we
have done here, we now have a practice that says, we write our objectives, which people
are going to be assessed on every year — as a manager — where we’re sitting with a list of
that and check how those objectives cross-reference. And if you’ve done the job properly,
you should be able to actually have it written in every part of the objectives. And | think
that’s a much better way of flowing down the requirement into what people do day to
day.” (A&D_Capability)
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Table 41: Overview of procurement tactics and procurement maturity comparison
Maturity

area

Maturity topic

A&D_Function

A&D_Capability

A&D_Indirect

A&D_Radar

A&D_Llaser

A&D_Mechanical

A&D_Optics

Strategy and

planning

Existence of

o Translate strategy

Existence of

e Existence of

e Existence of

e Existence of

e Existence of

procurement into objectives procurement procurement procurement procurement procurement
Strategic strategy strategy strategy strategy strategy strategy
planning e Translate strategy e Translate strategy e Requirement to
into objectives into objectives align strategies
across categories
Strategic o Alignment with o Alignment with o Alignment with o Alignment with o Alignment with
alignment company strategy company strategy company strategy company strategy company strategy

Organisational

Balance between
vendor and project

Balance between
vendor and

Balance between
vendor and project

Balance between
vendor and project

Balance between
vendor and project

projects

projects

projects

structure focus project focus focus focus focus
® Process ® Process e Improve process ® Process ® Process e Lead time is more e Process
Procurement documentation documentation efficiency documentation documentation important for documentation
w0 e and governance and governance and governance and governance slower parts and governance
g e Improve process e Improve process
g efficiency efficiency
S e KPIs should reflect o KPlIs should reflect o Cost savings o Cost is always o KPIs should reflect e Cost savings
-§ company company important company
© lling / requirements requirements e On-time delivery is requirements
_§ go:ftro & e Cost savings more important if e Cost is always
;fg NTeaZLTear::t no safety stock important
= e Lead time is more e Cost savings
g important for
slower parts
e Managing the o Working with o Working with o Working with o Working with o |PT/category
Internal engir?eerirTg other.function.s for other.function.s for other.functi0n§ for otherifunction?; for relationship
integration relationship supplier selection supplier selection supplier selection supplier selection
e |PT/category e |PT/category e |PT/category e |PT/category
relationship relationship relationship relationship
® Increase
2 % SRtatus a'n.d procurement
5 g ecognition ctatus
g TE . Farly procure'ment . Farly procure.ment . Farly procure.ment
n e Involvement involvement in involvement in involvement in
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Maturity

Maturity topic

A&D_Function

A&D_Capability

A&D_Indirect

A&D_Radar

A&D_Llaser

A&D Case study findings

A&D_Mechanical

A&D_Optics

area

o Select suppliers

o Defined process

o Defined process

for supplier for supplier
supplier selection selection
€ A e Selection e Selection
1} selection
£ parameters can parameters can
(] . . . .
00 differ by project differ by project
g o Select suppliers
g e Single source vs. o Market research e Single source vs. o Single source vs. e Single source vs. e Market (capability) e Single source vs.
_§ multiple sources multiple sources multiple sources multiple sources classification multiple sources
> Supbly base o Market (capability) o Make or buy * Make or buy * Make or buy e Set up supply base e Make or buy
s pPply classification o Market research o Market research e Drive more o Market research
5 management I I e
2 o Market (capability) o Market (capability) competition e Set up supply base
= classification classification
= e Drive competition
g Global o Offset o Offset o Offset o Offset o Offset
3 sourcing e Lower cost option
Risk ® Supply chain o Risk register o Risk register o Risk register o Risk register
mapping e Be proactive on e Be proactive on
management e I
critical issues critical issues
e Supplier enabled o Supplier to e Importance of e Supplier enabled e Supplier enabled e Importance of
- Supplier innovation support difficult supplier innovation innovation supplier
5 relationship o Share forecast customer relationships e Depending on e Share forecast relationships
6§o with suppliers requirements project lifecycle with suppliers
o . o Support suppliers o Support suppliers e Support suppliers
s Supplier
when they have when they have when they have
£ development . . .
5 issues issues issues
_& e Regular o Single system e Regular e Regular e Regular ® Regular
3 Supplier performance ensures common performance performance performance performance
evaluation reviews for measures for reviews for reviews for reviews for reviews for
suppliers performance suppliers suppliers suppliers suppliers
e Technical skills
Existing skills
= € o Leadership skills
@ Training and e Training plan
development
= Ty e Single system o Single system o Single system e Single system o IT sy.stem to fulfil
requirements
a Commercials / e Standard contracts e Standard contracts e Standard contracts e Standard contracts e Standard contracts e Standard contracts
g - contract for vendors for vendors for vendors for vendors for vendors for vendors
management e Creative elements e Creative elements
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5.2.1.4 What contingencies influence category tactics?

This section will present results related to the first hypothesis developed from the

literature, which posits that procurement and category tactics are dependent on

contextual contingencies. This hypothesis is supported if the interviewees indeed

identify contextual contingencies as an influencing factor for their category tactics.

Interviewees mentioned several contingencies that influence the tactics they selected,

which will be reviewed in this section. For instance, A&D_Function described how he

used lessons learnt from recent years and overall business requirements to define his

procurement ‘strategy’.

Table 42 highlights that interviewees recognise several contingencies to their tactics,

which can be grouped into top-down alignment, external contingencies, internal

contingencies, product- or supply-related contingencies and other contingencies.

Table 42: Overview of contingencies to procurement tactics

Category

Top-down

alignment

External
contingencies

Internal
contingencies

Product/supply
contingencies

® Business e End-customer e Product
. . . e Lessons learnt
. requirements requirements complexity
Function e Business e Regulator e Supply base * Demand
& . v PRy predictability
strategy requirements structure
. Targ.ets . End-'customer « Stakeholder « Range '
provided requirements ) e Project
) expectations e Product value .
. o Business e Currency B lifecycle
Indirect h o Risk mitigation | e Product )
strategy fluctuation . . e Time pressure
A e Security complexity .
e Functional e Regulatory . o Health impact
. ® Budget e Supplier power
strategy requirements
® Product value
o Supplier
e End-customer motivation
requirements i i i j
Radar Not mentioned q . Englr.leerlng . Suppll.er o F.’rOJect
e Regulatory requirements capacity lifecycle
requirements e Supplier
capability
o Lead times
e Range
e End-customer e Engineering &
. . . ® Product
® Business requirements requirements . .
Laser . . complexity Not mentioned
requirements e Regulatory ® Production
. . e Supply base
requirements requirements
structure
e Product
complexity
. . . o Supply base .
Mechanicals . Bu5|r_1ess ° Regu_latory ° Englr}eerlng structure . l?ro;ect
requirements requirements requirements A lifecycle
o Supplier
capability

e Lead times
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Category

Top-down

alignment

External
contingencies

Internal
contingencies

A&D Case study findings

Product/supply
contingencies

. e Product value
e Business
e Product
strategy .
) e End-customer . . complexity
. e Functional . e Engineering .
Optics requirements . e Supply base Not mentioned
strategy . requirements
. e Competition structure
e Business .
. o Supplier
requirements .
capability

However, not all interviewees recognise the same contingencies; whilst most mention
some notion of top-down alignment, the detail of what they align to differs between
categories. Most frequently mentioned were the business requirements and the
business or functional strategy; however, Indirect also mentioned targets provided,
especially “the cost challenges and the efficiency challenges" (A&D_Indirect).
A&D _ Radar did not mention any top-down alignment contingencies, which could
mean that they are not as important in these projects or could equally be driven by the
fact that these were not on the top of the respondent’s mind at the time of the
interview. Whilst all of the contingencies mentioned in this area are slightly different,
they refer to a similar notion: the requirement to support the overall business

direction (strategic alignment).

All interviewees mentioned some form of external contingencies, most frequently the
end-customer requirements or regulatory requirements. This is in line with the

business context:

“I think we’re a project management company. [...] customers pay us to project manage
our products” (A&D_Function)
Currency fluctuations and competitors are also mentioned as contingencies influencing

the selection of procurement tactics.

Similarly to external contingencies, internal contingencies are mentioned by all

interviewees. These include a number of different factors, most frequently
expectations of stakeholders, including engineering and production requirements.
However, the list also includes the company culture (A&D_Function), risk mitigation,

security concerns and the budget (A&D_Indirect).

All interviewees mention multiple product and supply contingencies. Product
characteristics include the product range, value or complexity. Supply-related
contingencies most frequently include supplier capability, lead times, supplier capacity

and the supply base structure, but also the supplier power (A&D _Indirect).
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Finally, some interviewees also mentioned other requirements, especially the project
lifecycle (A&D_Indirect, A&D_Radar, A&D_Mechanical). A&D_Indirect also mentioned

time pressure and health impact, and A&D_Function mentioned lessons learnt.

Whilst demonstrating that there are considerable differences between interviewees
(and thus categories), it is important to note that interviewees may not mention
contingencies for two reasons: they could either be less important for their
procurement tactics, or they could just not have thought of them at the time of the

interview.

5.2.1.5 Contingencies to procurement maturity: Maturity model review
by topic

The above analysis highlights that procurement tactics are comparable to maturity

topics. The existence of contingencies to procurement tactics indicates that

procurement maturity might be directly related to these contingencies.

This section will review the implications of procurement managers’ comments around
procurement tactics and maturity, focusing on the contextual contingencies that
define whether a topic of content element is important to a specific category or
product, considering contextual contingencies both to procurement maturity and to

procurement tactics.

This section will refer to the analysis in Section 5.2.1.3 (What is the relationship
between procurement tactics and procurement maturity?), but also include additional
comments made during the maturity-related interviews. It will also include the analysis

of contingencies to procurement maturity (see detailed tables in each section).

Note: as this section refers to Section 5.2.1.3 it will be duplicating findings to some
extent — therefore, in future cases, this section will not exist anymore (see

methodology updates after pilot case).

This remainder of this section analyses how the comments around contextual

contingencies influence the individual topics in a maturity model.

For the maturity topic strategic planning (in maturity area ‘Strategy and Planning’),

interviewees agree on the importance of defining a ‘strategy’, as:
“Every category — whether it’s an IPT or a commodity — should be able to describe their
long-term strategy. It doesn’t equal the corporate strategy, and it doesn’t equal

integrating procurement excellence, but they should be able to find their connection in
there...” (A&D_Function, supported by A&D_Capability, A&D_Indirect and A&D_Optics).
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Interviewees did however stress that there are some contingencies to this (see Table
43). The table shows the aspect of Strategic planning that is influenced by the
contingency, the type of relationship and the direction of the relationship. For
example, more critical products result in a higher requirement to create long-term
plans. A&D_Optics explain for example, that strategies focus on the 80% most critical

products — even though ‘critical’ may mean different things:

“It’s hard to tell on that, is it 80% by value, volume, difficulty or risk mitigation — most
measures would be on value or volume, and we’re probably well into that. In terms of risk
and the effort involved we’re probably not, because that’s the bit where we focus the
strategies on and most of the work that we do within our team.” (A&D_Optics)
A&D_Radar adds that product criticality tends to be higher in IPTs, especially at the
beginning, when the risks aren’t known yet. Their comments are supported by the

procurement strategies provided by A&D_Mechanical and A&D_Laser 1.

Table 43: Contingencies to strategic planning

. . . Relationship
Influenced aspect Contingency Relationship type direction References A&D
. A&D_Radar, A&D_Laser 1,
Higher . .
Product criticality Requirement A&D_Mechanical, A&D_Optics
Create long-term Lower
lan
P Product . Higher A&D_Function, A&D_Laser 1
s Requirement
standardisation Lower A&D_Function, A&D_Radar
High A&D ilti
Ability to forecast/ - . s & '_Capabl ty
standardisation Ability to achieve Lower A&D_Function, A&D_Laser 2,
Create & execute A&D_Mechanical, A&D_Optics
long-term plan Higher A&D_Function, A&D_Capabiltiy
Indirect categories Ability to achieve .
Lower A&D_Capabiltiy, A&D_Radar

Along very similar lines, A&D_Function, A&D_Laser 1 and A&D Radar explain that the
creation of a long-term plan is also more important for more standardised products. As
A&D_Function explains: “Should it be second nature for Optics and Mechanical [i.e.
the central categories] to say in five minutes or less to give an elevator lift — they
should be able to tell you. And then they should use it, 90% of the time.” Whereas on
the other hand, things are different for IPTs:

“If it isn’t common then it doesn’t need a category strategy — and to some degree that’s
led by the IPT itself” (A&D_Function)

This is supported by A&D_Laser 1’s long term plan and A&D_Radar’s difficulty in

defining a long-term plan due to the high level of customisation in their project.
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Any strategy needs to be balanced against short-term project requirements, especially
in the IPTs:

“It’s a constant battle to get the balance right between being able to focus on your

category strategy, which is important for the business, and satisfying the demand of all of

the projects” (A&D_Laser_2, supported by A&D_Capability, A&D_Radar)
Strategies may therefore require different levels of rigidity in their execution — where
stable, forecastable categories should focus on the long-term plan, with clear actions
and objectives, more operational categories (projects) focus on project management

and customer delivery. For instance, A&D_Capability explained:

“You're working within a category and you’re day to day in it, you’re placing orders, you're
managing suppliers, and you’re in it. So the Indirect guys, from a strategy point of view,
they’ll be able to articulate their strategies much more clearly. | think the Direct guys, they
just lose it a little bit — it’s not that they’ve forgotten about it, they just become immersed
in supplier management.”

Along similar lines, A&D_Function also explains why Indirect categories are more able

to create and execute long-term plans:

“What’s also different for Indirect is it's about long-term deals and the ability to forecast

and to aggregate their overhead spend is maths — in the direct side, [...] the probability

that we achieve what we predicted at the beginning of the year is not great. [...]

Forecasting in Indirect land is much more straightforward, and that then becomes core to

your strategy.”
This analysis demonstrates that interviewees mentioned contingencies to all the topics
included in the maturity model, indicating that category tactics are indeed influenced
by contextual contingencies. However, in contrast to the initial Proposition 1, maturity
topics are influenced by more than just the category or procurement strategy. Instead,
a number of different contingencies are included in the analysis, such as the product

criticality or the supplier relationship.

5.2.1.6 RQ1 Summary: Multiple contextual contingencies to procurement
maturity

The section summarised how procurement managers define their procurement and
category strategies in order to answer research question 1 (How do procurement
managers achieve strategic alignment?). The section started with an analysis on how
procurement managers define procurement ‘strategies’, followed by a comparison of
procurement ‘strategies’ with procurement maturity topics. It concluded with an

analysis of contextual contingencies to procurement maturity.
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It demonstrated that the procurement and category strategies reviewed focus on
operational delivery, such as quality or on-time delivery, or initiatives to improve these
operational KPIs (Procurement Plan and Objectives 2017 onwards). Only the functional
procurement strategy additionally includes the organisational set-up, which is defined
in order to improve customer service and differentiate A&D from competitors
(A&D_Function, Procurement Plan and Objectives 2017 onwards). In contrast, the
category strategies focus solely on operational aspects, such as a category background,
operational risks or a demand forecast. This is supported by the category priorities,

focusing on operational aspects, such as quality, cost and delivery.

It is also noteworthy that it was a conscious process for A&D to move away from

formal procurement strategies towards more operationalised objectives:

“A number of years ago, we looked at a slightly different approach when it came to

strategy, and we worked with a different approach to acting it. And we made that big

thing, where we tried to mobilise a procurement strategy every year and even capture

that, how we did it — and we dropped it, we went away from that. Because [...] it got to

the stage where, irrespective of how your organisation changes, we have a strong way of

working. And every year we expect that we have a set of objectives. We know that we will

tweak them based on what the business requires from us. [...] So, rather than having a

standalone strategy document, | think we have a practice and behaviour, which | think is

probably more important in terms of being effective for the business.” (A&D_Capability)
The analysis also raises the question of whether these category tactics are strategic
enough to drive maturity profiles. Some of the tactics mentioned include elements
that are very similar to the topics in a maturity model, such as Radar’s risk register (risk
management) or Mechanical’s target to increase competition (supplier selection).
Indeed, most of the mentioned tactics could be classified into one of the topics
included in maturity models, albeit some tactics go beyond the topics included in
maturity models, such as the inclusion of make or buy decisions in the supply chain

design.

The section also showed several contingencies to procurement tactics, including top-
down alignment, internal, external, product and supply-related contingencies as well
as other, currently unclassified, contingencies. Whilst this provides some support for
Proposition 1, the similarity between procurement tactics and procurement maturity
topics raises the question on how these contingencies are related to the maturity

model.

This was analysed in the final sub-section, which reviewed the maturity model against

different contingencies mentioned by category managers. The analysis highlights that
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all maturity model topics are subject to some contingencies, indicating a strong and
direct relationship between contextual contingencies and procurement maturity.
Moreover, it can be seen that many different contingencies were mentioned by
category managers, not, as initially assumed, only the procurement or category

strategy. These additional contingencies were identified at several units of analysis:

e Product (such as product complexity or product criticality)
e Supplier (such as supplier relationship or supplier size)

e Category (such as whether it is a direct or indirect category)
e Company (such as cost pressure)

e Industry (such as regulatory requirements)

Overall, this section concludes that what is referred to as category strategies by
category managers is akin to category tactics. Going forward, the term ‘tactics’ will be
used where possible to avoid confusion; in order to align with practitioners’ language
and to distinguish between those tactics that are considered strategic by category
managers, the term ‘strategy’ may still be used in this document. However, where this

research refers to category ‘strategies’, it refers to the type of tactics identified above.

This section also indicates that the relationship between contextual contingencies and
procurement maturity is very complex and impacts the alignment process for category
managers. It demonstrates that procurement strategic alignment is not a linear
process, as initially assumed after the literature review. This could be driven by the fact
that the category ‘strategy' does not provide the strategic direction expected, but

instead appears to be more like maturity tactics.

5.2.2 RQ2: How is procurement maturity conceptualised by
procurement managers?

To answer this question, the hypotheses developed from the literature review will be
analysed. The first hypothesis (P1: Procurement and category strategies are dependent
on contextual contingencies) has been reviewed in the previous section. Hence, the

following section will focus on the remaining hypotheses:

e H2: The most appropriate measurement type for procurement maturity is the
maturity profile, not an aggregate maturity measure.
e H3: The most appropriate unit of analysis for procurement maturity is the

procurement category.
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The discussion of these hypotheses is based on maturity assessments conducted with
category managers. These will be provided in the following section, before the

implications of these assessments on the hypotheses are discussed.

5.2.2.1 Maturity assessments

This section will summarise the maturity assessments per category. In the following
assessments, the ‘x’ demonstrates the current maturity stage, the ‘o’ represents the
target maturity level and the pink area depicts the maturity gap. The current maturity
profile is based on documentary evidence to establish the current maturity profile (e.g.
strategy documents, process descriptions etc.), but uses category managers’ self-
assessments to nuance the assessments (e.g. to establish to what extent defined
processes are followed). As no documentary evidence is available for target maturity

assessments, these were based solely on category managers’ self-assessments.

In the following sections, any instances where the target maturity score set by
interviewees is lower than the current maturity score set through documentary
evidence will not be discussed, as this is driven by a higher documentary score than
the original self-assessed score. Usually this means that interviewees did not see a
requirement to considerably increase their self-assessed maturity, but documents
indicated that the actual (current) maturity level was higher than interviewees

indicated.

For each category, a detailed maturity assessment has been conducted. The Radar
maturity assessment (see Figure 23) is based on documentary evidence as well as the

maturity assessment provided by A&D_Radar.

Radar scores in the middle ranges in both strategic planning and strategic alignment,
due to the project-focused set-up. This results in project- rather than category-focused
strategies, which are primarily aligned to customer requirements instead of the

company strategy (Procurement Plan example):

“It’s an interesting phrase “The strategy is executed across the business”. My strategy on
this project will be different from what other IPTs are doing because of the very nature of
the product again.” (A&D_Radar)

Nonetheless, A&D_Radar sets a relatively high requirement for both topics (level 3.5).
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A&D_Radar
Area Topic 1 2 3 4
strategy and pl Strategic planning fo]
Strategic alignment fo]
Organisational structure X o
Organisation and Purchasing process XO
controlling Controlling / Perf Measmt o
Internal integration X
Status and Status and Recognition X0
involvement Involvement X0
Supplier selection )
Sourcing and supply |Supply base mgmt X0
base management Global sourcing X0
Risk management o
Supplier relationship X o)
Supplier management [Supplier development X0
Supplier evaluation X0
skills Existing skills X 0|
Training and developm't X
IT IT systems X o

Figure 23: A&D_Radar maturity assessment

Scores in organisation and controlling vary considerably. Organisational structure and
controlling and performance measurement are very low, due to the high level of de-
centralisation in the projects and the strong focus on operational KPls, such as on-time
delivery and cost (Individual KPIs example, Personal KPIs overview, Laser team KPls
overview, Personal KPIs overview, Mechanicals team KPIs overview). However,
procurement process and internal integration score very high, due to the high level of
process documentation (Procurement Processes, Supplier selection process guide) and

the very high level of integration in the projects.

Radar also scores very high in status and involvement, again due to the close

collaboration with stakeholders in the projects:

“I think the IPTs try and get involved with other functions to get ideas, same as other
functions try to get involved with procurement, because at the end of the day, we’re all
working on the same project for the same goal. It’s not like a company director says | must
work with operations on this specific task, this happened organically, and | feel that
sometimes that gets better results because the person I’'m speaking to tries to understand
the same objective I’'m trying to achieve, so you come together quite quickly, rather than a
corporate thing, which can slow things down.” (A&D_Radar)
In sourcing and supply base management, Radar scores relatively high across the
board, with only a slightly lower score in risk management. This is based on the high
level of detail in the procurement plan defined for the project, in which suppliers are
identified very early and systematically, with a very good visibility of the global supply

base (Procurement Plan example, Supplier selection process). The only one scoring
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slightly lower is risk management, since it is very focused on the first tier supply base.

However, this is a key strategic initiative for the company to improve:

“l would say we’re probably at stage 2, we do focus a lot on tier one suppliers... There’s a
supply chain mapping going on, when we’ll get some output from that, we’ll start looking
at the level below that.” (A&D_Radar)

The current profile aligns relatively well with the target profile in this area.

In supplier management, Radar scores quite high across all three areas, again due to
the high focus on supplier relationships (Supplier Scorecard example, Suppler
Demonstrated Performance). Radar is the only category that also engages very
frequently with suppliers to discuss performance proactively (Procurement Plan
example, A&D_Radar). However, the target maturity levels vary considerably across

this area, since A&D_Radar puts a higher focus on relationships.

In skills, the current level is relatively high for existing skills and training, with

A&D_Radar setting the requirement at very high, especially for training:

“] suppose we could argue that we would like it to be four, because of the amount of
governance and due diligence that we’re asked to employ all the time now. And it’s
becoming more and more burdensome... More focus on that. And we can’t ignore it,
because it’s legislation, audits and that. So | think we really should be aiming to be in a
four, even in this stage. For the existing skills, | would leave it in the middle (between 3
and 4), but with the training we definitely should be a four.” (A&D_Radar)
Finally, in systems the current level is quite low due to the systems limitations;
however, A&D_Radar sets the requirement as very high, arguing that a business of

their size really should have a well-functioning IT solution (A&D_Radar).

In general, both current and target maturity levels differ considerably between

different topics and areas.

5.2.2.2 How should maturity be measured?

The second hypothesis compares different measurement profiles used for
procurement maturity, the maturity profile and aggregate maturity measures. It
proposes that a maturity profile would be more meaningful than an aggregate

measure, as it conveys additional and important detail.

To test this hypothesis, maturity profiles were compared. It can be seen that in all
categories there are immense differences between topics — where some topics have a
much higher score, others score considerably lower, often with good reasons. For

example, the Mechanicals category scores level 3.5 in Organisational structure, which
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is demonstrated by the clearly described structure in the procurement plan and the
highly centralised procurement (A&D Central Mechanical Strategy). There is also some
anecdotal evidence of continuous improvement (i.e. matrix structure,
A&D_Mechanical). The same category scores only level 1 in global sourcing, due to the

high reliance on local suppliers (A&D_Mechanical).

Moreover, all category assessments show differences in the current and target
maturity profile, with gaps that again differ by topic. In fact, these gaps range from 0
points to 4.0 points — using almost the whole of the available range and highlighting

potential areas for improvement.

The maturity assessments therefore demonstrate that clear profiles exist in categories’
maturity assessments, indicating that a profile conveys important information, both

regarding the current and the target maturity level.

5.2.2.3 At what level should maturity be measured?

This hypothesis relies on the assumption that there are differences between
procurement categories. This would result in a requirement to measure procurement
maturity at a category level, to be able to provide insight for each of the different

category requirements.

This hypothesis was tested by comparing the current and target maturity profiles
between categories. The comparison of the individual maturity assessments also
demonstrates the different assessments provided for current and target maturity
profiles. It shows that the assessments considerably differ between categories. This is
especially obvious by comparing the Organisation and controlling area across
categories: Whereas central categories such as Mechanicals and Optics score very high
in the organisational structure and lower in the integration with other functions, the
project-based categories (Radar and Laser) score low in organisational structure and
high in integration — exactly the other way around. This is by design, as project-based

categories are decentralised exactly to be close to other functions.

Whilst the current maturity assessments show a wide variation in defined profiles, the
target maturity profiles are much more similar, generally varying only between levels 3
and 4. On the one hand this might provide some support to the original premise of
maturity models, as procurement managers generally aim to achieve higher maturity.

However, the maturity assessments also showed that the target maturity profiles vary
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across procurement categories, mostly with clear rationales provided by the category
managers. For instance, A&D_Mechanical explained that his target maturity score for
global sourcing was not required to be as high as it is for other categories, as the low
quantities and specialist requirements don’t support a business case for global
sourcing. At the same time, it has to be noted that A&D_Function disagrees with this

assessment, as the UK supply base was a strategic decision in itself:

“It’s strategic for us to have Machining sourced locally. It’s actually part of being Brexit-
proof. We've strategically and tactically kept SMEs on the book, because actually it’s quite
useful to have it. We have established to put Machining into other countries, in India, but
it’s just not the right thing to do. It’s just sometimes it’s important to remind people that
we have an international sourcing strategy for Machining and that’s to have UK SMEs. And
| can’t work out how to bridge that gap sometimes — maybe it’s just step back from the
question you’re asked, and not just focus on “all my suppliers are local, so we don’t have
an international strategy”.” (A&D_Function)
Finally, interviewees clearly mentioned exceptions at the product and supplier level,

and even developed ‘strategies’ for individual products or suppliers:

“Strategy at procurement level is a little more granular than the business one is, and then

the strategy for a particular supplier or product will be even more granular.” (A&D_Optics)
This raises the question whether the category exceptions identified above are just that
— exceptions — and the functional perspective remains accurate, or whether maybe

even a lower unit of analysis is required.

5.2.2.4 RQ2 Summary: Maturity measured as a profile at category level
This analysis focused on the research question; How is procurement maturity

conceptualised by procurement managers?

Hypothesis 2, that the most appropriate measurement type for procurement maturity
is the maturity profile, was analysed by comparing the differences between topics
within the maturity assessments. All interviewees (functional and category levels)
identified differences between topics both for current and target profiles. Whilst the
actual profiles differed between categories, all interviewees provided clear rationales
for the differences between topics. Moreover, the differences in the current profile

were supported by documentary evidence.

Hypothesis 3, that the most appropriate unit of analysis for procurement maturity is
the procurement category, was analysed by comparing the maturity profiles across
categories. Whilst there were clear differences in the category level current

assessments, interviewees also referred to differences at a unit of analysis lower than
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the category — such as individual products or suppliers. Moreover, the differences of
target profiles were much less pronounced than the differences between current

profiles.

5.2.3 Mapping of contingencies’ influence on the maturity topics
This section will review the implications of interviewees’ commentary regarding the
procurement maturity model and provide a comparison of the different units of

analysis identified.

The contingencies mapped in section 5.2.1.5 (Contingencies to procurement maturity:
Maturity model review by topic) highlight that contingencies have a complex
relationship to maturity: Contingencies appear at multiple units of analysis and impact
different areas of the maturity model. The analysis enabled the grouping of
contingencies, which will provide more clarity on the relationship between

contingencies and procurement maturity. Contingencies can be grouped as follows:
Unit of analysis: Product

e Product characteristics (Product criticality, Product complexity, Product
standardisation, Product customisation, Ability to forecast/Inability to forecast)

e Service users (Local service requirement, Local users of service
(customer/stakeholder relationship))

e Supply base (Changes in market, Market maturity, Size of supply base (large),
Size of supply base (small/limited capacity), Small suppliers, Supplier availability

(local), Disconnected supply chain)

Unit of analysis: Supplier

e Supplier characteristics (Supplier criticality, Dependence on supplier, Lacking

supplier capability, Supplier relationship)
Unit of analysis: Category

e Category characteristics (Direct categories/Indirect categories)

e Stakeholders (Business has clear priorities, Cost pressure,
Customer/stakeholder relationship, Customer/stakeholder requirements, Large
number of stakeholders, Stakeholders are interested in cooperation, Working

with difficult stakeholders, Working with engineering/in a technical area)
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Unit of analysis: Company

e Procurement context (IT system capabilities, Organisational complexity, Single

IT system)
Unit of analysis: Industry

e Industry characteristics (Geopolitical uncertainty)
e Regulatory requirements (Regulatory requirement, Regulatory requirement -

local availability, Regulatory requirement - local supply)
Unit of analysis: Situation

e Individual purchase (Enough time available, New product/supplier, Time
pressure/emergency situation)

e Personal situation (Training requirement)

If the analysis above is used to group the influenced maturity aspects by the
contingencies that influence them, some additional conclusions can be drawn. This will
be highlighted in this section. Table 44 provides an overview of the different

contingencies identified in A&D.
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Table 44: Mapping of contingencies’ influence on the maturity topics based on A&D

(numbers and shading represent the number of interviewees that support the relationship; darker green = more interviewees support relationship)

Product

Product
characteristics

Product criticality

A&D Case study findings

Product complexity

Product standardisation

Product customisation
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Inability to forecast

Quality is important
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Local service requirement

Supply base

Market maturity
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Supplier availability (local)
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Supplier
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characteristics

Supplier criticality
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Dependence on supplier

Lacking supplier capability
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Small suppliers

Supplier relationship

Category
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Business has clear priorities

Cost pressure

Local users of service
(customer/stakeholder relationship)

Customer/stakeholder requirements

Working with difficult stakeholders

Working with engineering/in a technical
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Enough time available
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5.2.3.1 Product-level contingencies

The most frequently mentioned contingency is product criticality and it influences
almost every area of the maturity model. Product criticality especially drives strategic
planning, better procurement control (e.g. through centralisation, higher process
standardisation, or integration), and a higher status requirement, but also a closer
supply base and risk management as well as supplier management, through closer
relationships and closer evaluation. Product criticality covers any products that are

important to the business — typically because of value, volume or risk considerations.

Product complexity and product customisation are somewhat similar contingencies,
but with slightly different nuances — and different implications for procurement
maturity. Product complexity tends to refer to technical complexity and drive a closer
cooperation with other functions and a closer supplier management, mostly through
close supplier relationships. Product customisation is somewhat similar, as customised
products in A&D also tend to be highly technically complex, but the focus here is on
the made-to-order nature of the product, which increases the requirement for early
involvement through less centralisation and a higher level in internal integration (i.e.

being closer to the project).

The inverse of this is product standardisation, which typically refers to high volume
‘retail type’ products. In spite of the overlap with critical products (high volume), they
are different in that these can also be low-value products, such as screws. They tend to
drive a higher level of centralisation and global sourcing, as well as supplier

consolidation, as higher benefits can be gained.

Similarly to standardisation, but not always the same, a higher ability to forecast
enables long-term strategies — and longer contract periods, whereas non-forecastable

products require a more flexible set-up.

‘Service users’ refers to those products that have a local service requirement. Typically
these tend to be service-focused or have a high level of collaboration or maintenance.
They tend to require a local sourcing solution, as a global provider would not be able

to offer this local service.

Finally, the supply base is also defined as a product-level contingency, even though it is
not strictly a product characteristic. The reason for this definition is that the individual
contingencies tend to refer to the availability of suppliers for a specific product or

product group. Mostly the contingencies in this cluster tend to impact the supply base
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management: The more suppliers that are available, the higher the ability to tender.
On the flipside, the smaller the supply base, or the more disconnected the supply
chain, the more important are proactive supply base management and risk

management.

5.2.3.2 Supplier-level contingencies

Unsurprisingly, supplier-level contingencies primarily drive the requirement for supply
base management and supplier relationship management. Generally, more critical
suppliers (in value, volume or risk) should be managed more closely, as should less
capable suppliers — or those that have issues at a given point. ‘Managing suppliers’
could mean establishing closer, more cooperative relationships, more frequent

supplier evaluation or supplier development efforts.

Where small suppliers are sourced for a product, this typically requires more creative
risk management to protect the business. This is partially due to the higher risk from
small suppliers, but also due to the fact that standard risk management methods don’t

always work in the same way.

Finally, in situations where a good supplier relationship is important, it is advisable to
look into centralising procurement to ensure a single point of contact for the supplier.
It is also less important to have an automated IT system, since the relationship itself is

more important than the automation of processes.

5.2.3.3 Category-level contingencies

At the category level, interviewees made an interesting distinction between direct and
indirect categories, in that indirect categories have a higher ability to strategically plan
and align with the business, whereas direct categories, that are more immersed in
operational delivery, sometimes struggle to keep a long-term outlook. However, this
was phrased as an ‘ability to achieve’ not as a ‘requirement’, hence it is maybe not a
requirement for higher or lower maturity, but a concern for procurement managers to

consider in their organisational set-up.

The main influencing contingency at category level, however, is the stakeholder. They
can drive the organisational set-up towards decentralisation, where there are local
users of a service, or towards centralisation, where the stakeholder relationship is very
important. They can sometimes set specific criteria for supplier relationships (e.g. co-

creation or collaborative innovation). Most of all, they drive the required procurement
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skills level and status. Where procurement has to deal with difficult stakeholders, this
often requires a higher status and skillset to manage and challenge stakeholders’

views.

5.2.3.4 Company-level contingencies

At company level there are only a few contingencies. Organisational complexity can
drive the requirement for process standardisation and for documented interfaces.
Existing IT systems on the other hand can drive a requirement to follow system

processes, or enable complex performance measurement.

5.2.3.5 Industry-level contingencies

Similarly to company level, there are only a few contingencies at industry level. The
most important contingency is the regulatory requirement. For A&D the key concern is
in offset requirements, which drive local sourcing requirements. But more general
industry requirements can also drive a higher process of standardisation (e.g. following
specific sourcing procedures), supply base visibility and product traceability, or even

the supplier relationships.

5.2.3.6 Situation-level contingencies
Finally, situation-level contingencies mostly refer to individual purchases, where
tendering is only possible if enough time is available — and where, in emergency

situations, standard processes cannot always be followed.

5.2.3.7 Summary: Contingencies at different units of analysis
This section set out to provide a comparison of the different units of analysis
mentioned by interviewees. It highlighted that contingencies were mentioned at

multiple units of analysis, specifically:

e Product level (product characteristics, service users and supply base)
e Supplier level (supplier characteristics)

e Category level (category characteristics and stakeholders)

e Company level (procurement context)

e Industry level (industry characteristics and regulatory requirements)

e Situational level (individual purchase and personal situation)

It also highlighted that these contingencies influence different areas of maturity;

where product-level contingencies influence almost all aspects of the maturity model,
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supplier-level contingencies focus on sourcing and supply base management and
supplier management. Similarly, category-level characteristics (esp. stakeholder
characteristics) are the only contingencies to strongly influence skills and industry-level
characteristics (esp. regulatory requirements) strongly influence sourcing and supply
base management. Company-level and situational contingencies were more sporadic

and thus do not demonstrate a clear pattern across the maturity model.

5.3 A&D Case Study discussion

5.3.1 RQ1: How do procurement managers achieve strategic
alignment?

5.3.1.1 Procurement strategic alignment - or procurement contextual
contingencies?

The analysis highlights that category managers aim to align with the company strategy,
especially for critical products, but they also consider other contingencies to develop
their procurement strategies — or target maturity profiles. Other contingencies were
classified into top-down alignment, internal contingencies, external contingencies,
product- and supply-related contingencies and other factors. In order to understand
how procurement managers select tactics or practices of a maturity model to achieve
strategic alignment, the analysis needs to include all contingencies that are considered
important by procurement managers. This indicates a requirement to shift the
research focus from procurement strategic alignment to procurement contextual
contingencies. This aligns with the literature on contingency theory, especially the
premise that changes in this contingency factor will, over time, cause changes in the

organisational characteristic (Donaldson, 2001).

5.3.1.2 How are procurement contextual contingencies related to
procurement maturity?

The conceptual model proposed that target maturity profiles could be determined
based on category strategies, which in turn would be influenced by contextual
contingencies. The analysis highlighted that category ‘strategies’ are more operational
than previously assumed, resembling tactics focused on short-term goals to support
operational efficiency targets such as High Product Quality, Dependable Delivery and

Low Prices.
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The analysis continued by comparing the procurement tactics mentioned during the
‘strategy’ interviews with topics in the procurement maturity models, identifying clear
similarities between maturity topics and the tactics described by procurement

managers as well as their ‘strategy’ documents.

As described above, the analysis supported the importance of contextual
contingencies to procurement tactics. In light of the similarity between procurement
tactics and procurement maturity practices, this raises the question of how contextual

contingencies are linked to procurement maturity.

If tactics are indeed included in maturity models as topics, and the selection of the
most appropriate tactics — or maturity topics — is influenced by contextual
contingencies, it can be inferred that in contrast to the conceptual model,
procurement maturity target profiles are directly influenced by contextual
contingencies, thus eliminating category ‘strategies’ as a link between target maturity

profiles and contextual contingencies.

5.3.2 RQ2: How is procurement maturity conceptualised by
procurement managers?
This section focuses on the review of the hypotheses underpinning the maturity

element of the conceptual model.

5.3.2.1 How to measure maturity — Profile or aggregate

Hypothesis 2, that procurement maturity should be measured as a profile was
supported by the data. Both the self-assessments of category managers and the
document-based assessments showed clear differences between topics, highlighting
that additional insight can be gained in comparison to aggregate assessments.
Moreover, the contingencies identified to the different maturity topics highlight
differences in higher and lower requirements, providing additional support for this

hypothesis.

This is a considerable shift from existing literature, which generally focuses on
aggregate maturity assessments (e.g. Cousins et al., 2006; Ellram et al., 2002; Paulraj et
al., 2006) to assess the link to performance or other business characteristics. The
analysis in this study clearly highlights that the profile provides additional and relevant

detail that an aggregate measure cannot deliver.
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5.3.2.2 Where to measure maturity — Unit of analysis

The analysis in section 5.2.2.3 could not provide a definite answer to hypothesis 3, that
procurement maturity should be measured at a category level. Whilst the analysis
identified some support for the hypothesis to measure a category level, exceptions
were also identified for individual products and suppliers. Maturity could therefore be

measured at different units of analysis:

e Functional level, with exception management for categories, suppliers,
products, etc.
e Category level, aggregating ‘exceptional’ products or suppliers

e Alower organisational level — e.g. product, supplier, customer

The cross-case analysis has provided a discussion of these different units of analysis,
indicating that the category level could be an appropriate unit of analysis, as it
provides category-level differences as well as a feasible level for data collection and
analysis. In contrast, existing literature demonstrates a clear preference for functional-
level assessment. Where academic literature considers differences between segments
or categories, authors often argue that the lower maturity categories should catch up —
they even deem these differences “appropriate for the nature of the commodities that
both departments purchase and the cost and operational risk that their supply

presents” (Deasy et al., 2014, p. 26):

“The increasing recognition is that a strategic perspective of procurement can have

considerable cost and performance benefits for all organizations. The consistent

implementation and execution of procurement strategy is of paramount importance. [...]

the discovery that procurement strategy and practice are asymmetric across a relatively

small organization suggests that this may be a common problem” (Deasy et al., 2014, p.

26)
It can be concluded that the findings of this research are somewhat aligned with
existing literature on the current maturity assessments, in that categories can differ in
the level of maturity they achieve. However, where academic literature argues for a
consistent increase of maturity across categories, this research also suggests
differences between categories for the target maturity level, as demonstrated for

instance by the different requirements with regard to global sourcing or centralisation.

Future cases will provide more clarity on this question.
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5.3.3 Impact on the conceptual

The overarching rationale for this research was supported by the A&D case, i.e. target
maturity profiles are not solely driven by achieving ‘best practice’, but depend on

several contingencies. However, the findings indicate a requirement to update the

conceptual model slightly.

Figure 34 demonstrates the impact of the analysis findings on the conceptual model:
The link between firm, procurement and category strategy could not be supported.
Instead, contextual contingencies could be linked directly to the target maturity
profile. Whilst the measurement of maturity as a current and target profile could be

supported from the analysis, future cases will determine whether the category is the

correct unit of analysis.

A&D Case Study discussion

model

Company strategy

Procurement
strategy

Proposition 1: Category
strategy contingencies

A A
Contextual
Steeoly siiateeyil contingencies

Hypothesis 2: Maturity Current maturity

Target maturity + Category strategies are tactics

Maturity gap

Procurement
Out of scope for this study & company
performance

measured as a profile profile profile (maturity topics)
- i = * No strong link between
Hypothesis 3: Maturity company/purchasing strategy
measured at category level T and category ‘strategy’
e ,

Unit of analysis

Company

Function

— Category

Figure 24: Impact of analysis findings on the conceptual model

Considering the above discussion, the conceptual model is therefore updated to the

model demonstrated in Figure 25.
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Figure 25: Updated conceptual model

5.3.4 A&D access limitations
A&D was primarily limited by the suboptimal process: A better introduction to the

maturity model would have improved this case (see section 3.7).

Moreover, A&D_Laser 1 was not available for the second interview, requiring a
different interviewee to step in. This may have increased diversity in findings, but may

also have reduced the robustness of findings.

Finally, A&D_Function did not fully participate in the interview process, as
A&D_Function was not available for a detailed maturity assessment review. Instead,

the interviews focused on providing important context to the company and function.

5.4 Implications for case 2 (WATER) and case 3 (BANK)

As discussed in section 3.7.2 (Case study design adjustment), only minor updates have
been made to the case study design after the pilot case; however, the conceptual
model has changed slightly. The pilot case A&D has demonstrated that category
strategies don’t exist as a bridge between procurement (functional) strategy and
maturity model topics or tactics. Instead, category strategies are much like a maturity
model itself and are directly influenced by many contingencies, of which the company

direction is only one.
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As the comparison between category strategies and tactics (maturity topics) duplicates
the contingency analysis, the following cases will not revisit this analysis. Instead, they
will provide only a short overview of the procurement strategies provided, to confirm
that a similar phenomenon is taking place, and then move on directly to the maturity
contingency review and RQ2 (How is procurement maturity conceptualised by

procurement managers?).
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6 Results Case 2: WATER

6.1 WATER Case study background

6.1.1 Water utilities industry

The water utilities industry includes all services around the collection, treatment and
distribution of clean water and wastewater. In the UK, water utilities services are
performed by regional monopolies, which are regulated by the Water Services
Regulation Authority (Ofwat) (MarketLine, 2015).

Water utilities are one of the oldest industries in the world. The industry is impacted
by both socio-economic developments (population growth, increasing urbanisation,
increasing wealth) which have increased the overall demand for water, as well as
environmental developments such as heat waves, draughts or the long-term

implications of global warming (MarketLine, 2018).

The market volume and value have been relatively stable in the past with only minor
growth and are expected to continue growing at a similar pace (1.5% p.a. volume, 1.8%

p.a. value).

The water services industry in the UK was privatised in 1989, at which point Ofwat was
created to protect customers and ensure the stability of the water system, both in the
physical supply and in the financial stability of the water companies. To protect
customers, Ofwat sets 5-yearly price limits to the water services companies (National
Audit Office, 2015).

Water utilities companies supply a large number of customers, including private
households, businesses and the public sector. Customers have limited buying power
due to the regional monopolisation of water services. The largest customers in the UK
are industrial (73%), followed by domestic (23%) and agriculture (4%) (MarketLine,
2018).

Most products and services sourced by water utilities companies are relatively generic,
ensuring a large potential supply base. However, the high degree of regulation around
the procurement process, quality standards and environmental implications limits the
supply base. This results in a strong dependence on a small number of large and

suitable suppliers (MarketLine, 2018).
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6.1.2 Case company profiles: WATER

WATER is a water utilities company providing clean water and wastewater services to
around 6m people in the UK. The company achieves an annual revenue of over £2bn
and has over 5,000 employees (MarketLine, 2015; WATER, 2018).

WATER'’s strategy focuses on three core areas: Smart business, smart communities and

smart environment:

e Smart business: Resilient business; investing for tomorrow; fair charges, fair
returns; our people: healthier, happier, safer

e Smart communities: Positive impact on communities; safe, clean water;
delighted customers

e Smart environment: A smaller footprint; a flourishing environment; supply

meets demand

This strategy is supported by a proactive and caring company culture, which underpins

the social and environmental aspirations set out by the company (WATER, 2018).

6.1.2.1 Procurement: Functional organisation

WATER’s procurement is split into Direct and Indirect procurement, with Direct being
further split into strategic sourcing and framework management. This case study
focuses on the Direct strategic sourcing department, covering five different categories.
These categories differ in product complexity, annual spend, product/service

orientation and the supply base structure, as indicated in Table 45.

Table 45: Selected categories comparison (based on interviews)

Supply b Typical
- Product vs. Product Product PPy base Ypica
Description . . (number of contract
service value complexity .
suppliers) length
Gases, chlorines, Products £18m High (scientific Small 2-3 years
Chemicals neutralisers, technicality)
coagulates, salts,
flocculants
Tankering 8. e | oy s e e
Jetting J pping g &
Plant rooms, pumps | Mostly products, |£21M Depending on Range/some 5 years (up
& instrumentation but with service product (e.g. products large, |to 8 years)
Assets &
actuators element actuators are very |some products
Instrumenta . .
X (maintenance) technically small
tion
complex)
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Supply base Typical

Product vs. Product Product

Description . . (number of contract
service value complexity R
suppliers) length
Water Pipes, valves, Mostly products | £6-7m Medium Few that are 5 years (up
e manhole covers large enough | to 8 years)
Investment projects, | Service £200m High (lot sizing) Mixed: Few 5-8 years
logistics, screens that are large
Services maintenance, enough
portfolio cleaning & refurb,
stores, pump hire

6.2 WATER Case study findings

6.2.1 RQ1: How do category managers achieve strategic
alignment?

The pilot case has demonstrated the difficulties in answering this research question

due to the lack of ‘strategies’. This issue will be further investigated in this second case,

by analysing how category managers define the category ‘strategies’.

This section will summarise category managers’ responses to the question “How would
you describe your procurement/category strategy?” and the initial Proposition 1:
Category strategies are dependent on contextual contingencies. It will review the
answers provided in detail and conclude with a summary and interpretation in the
wider context of the research question. For the remainder of this section, it will follow
the terminology used in the literature, accepting the use of the terms ‘procurement

strategy’ and ‘category strategy’. These will be reviewed at the end of the section.

6.2.1.1 Procurement ‘strategies’ provided

First, Table 46 shows the scope and content of the procurement strategies for each of
the categories. It demonstrates that the answers provided by procurement managers
differ considerably: the overall strategy focuses on cost-efficient end-customer

delivery under regulatory and environmental requirements:
“When we talk about delivery to customers it is about delivery to customers efficiently,

effectively and cost effectively, but it is also about minimal disruption to the environment
as well.” (WATER_Function_2)
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Table 46: Procurement strategy scope and content for each of the procurement categories

Procurement strategy

Category Procurement strategy content ‘
scope
Delivering water and o Delivering prices agreed with Ofwat: efficiently and effectively
WATER_Function_2 wastewater services to ¢ Minimal disruption to the environment
customers

Resilience, business need and alignment with business objectives:
e |dentify product groups and market trends

¢ Stakeholder engagement and supplier relationships

¢ Management of considerable changes (e.g. plant shutdown in
Europe, innovation to build resilience/avoid shortages for sulphuric
acid (and for environmental objectives), chemical dosing)

Resilience, business need
WATER_Chemicals and alignment with
business objectives

Delivery of Planning to get the best solution for the business
WATER_Tankering & Jetting | products/services to e |deally a win-win for supplier and company
business  Resilience, ready supply and guaranteed vehicles
Standard processes but with strategy aligned to stakeholders
WATER Assets & St.andard proce?ses but . F.’umps: market review to include innovative products and reduce
Instrum_entation with strategy aligned to prices
stakeholders e Instruments: Consolidate product range bought

o Actuators: Speed of correction/maintenance service agreement

Ensure the correct product is available from the correct suppliers

el ¢ Total Expenditure

WATER_Water Materials products/services to P .
K ¢ Learn from the procurement history
business .
® Improve product returns (return on time for refund)

Delivery of Decision on what to tender (scope) and how to break the volume into
WATER_Services Portfolio | products/services to lots to obtain most interest

business

However, WATER’s category managers don’t write category strategies separately from
their supplier frameworks. As such, strategies generally refer to those frameworks and
focus on the delivery of products, the tendering process, cost reduction and supply

chain resilience.

In contrast, the overall functional strategy is strongly linked to the business strategy for
the next water investment period AMP7 (2020-2025):

“Any transformation activity within [Procurement] must have a causal link to the AMP7
strategy, the goals that have been set by the business and the strategic measures that will
determine success.” (WATER_Procurement Strategy 2019)
Focus of the procurement strategy is the digitalisation journey, starting with the
implementation of a new Source-to-Pay tool, which is expected to enable higher
process efficiency as well as allow category managers to focus on more strategic
activities instead of manual workarounds and reporting (WATER_Digitalising

procurement 2019).
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6.2.1.2 Category-specific priorities

Besides the overall definition of a procurement or strategy, interviewees were also
asked about the category priorities they considered important for procurement
decisions (see Table 47: Most important priorities at the top, least important at the
bottom). The priorities provided in Table 47 are in response to the question “What are

the most important priorities in your category?”

Table 47: Key priorities by category provided

Colours indicate different priorities (e.g. green = low prices)

CSR/Sustainability Low Prices/Cost savings Product/Service Innovation
ey Product/Service | Product/Service
Prices/Cost Dependable Delivery . X
. Innovation Innovation
savings
Depe.ndable Proces.s SR/Sustainability Proces's
Delivery Innovation Innovation
Rapid Volume . Dependable
e Dependable Delivery Delivery

i D |
Rapid Volume Changes Low Prices/Cost savings tow Prlt':es/Cost eper\dab ©
savings Delivery

Product/Service

Innovation CSR/Sustainability CSR/Sustainability
Product/Service Innovation Proces_s Lo PrlFes/Cost
Innovation savings
Process X AL
Innovation Rapid Volume Changes CSR/Sustainability
Rapid Volume
Changes
Rapid Volume Process
Changes Innovation

The answers provided indicate that the priorities differ by category, but more
importantly, they also differ from the priorities provided by WATER_Function_2 (cost-

efficient delivery and sustainability).

The different priorities show considerable differences between categories. For
Chemicals, sustainability is the most important priority, which is driven by the high
environmental impact chemicals can have (WATER_Chemicals). On the other hand,
Tankering & Jetting focuses on operational efficiency (cost, delivery and quality), which

is aligned with the operational character of the category (WATER_Tankering & Jetting).
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The portfolios focus on innovation, quality and technology leadership — again aligned
with the character of the products in these categories (high service element)
(WATER_Assets & Instrumentation, WATER_Services Portfolio). Water materials has
similar priorities to the portfolios, driven by the high quality requirement of material

that stays in the ground for 10+ years (WATER_Water Materials).

However, there is also some similarity in that dependable delivery and product/service

quality are important for all categories.

6.2.1.3 Contingencies to procurement maturity: Maturity model review
by topic
This section will indicate how the tactics related to the maturity model practices and

the contextual contingencies influence the individual topics in a maturity model.

The remainder of this section analyses how the comments around contextual

contingencies influence the individual topics in a maturity model.

Regarding the maturity topic strategic planning (in maturity area ‘Strategy and
Planning’), WATER categories currently only write sourcing strategies for individual
frameworks, but do not currently write general category strategies and indeed

disagree with the general need to have category strategies:

“My portfolio covers disparate areas, such as site equipment, screens maintenance,
reservoir inspections, cleaning and refurbishment, pump hire and logistics, so a strategy
across the portfolio is not appropriate.” (WATER_Services Portfolio)
However, this is contradicted by WATER_Function: “you should still be able to do it on
a portfolio and understand what your market is and what their spend is, what’s under
framework, what’s not under framework and who your key stakeholders are — you
should be able to know that”. The lack of category strategies could therefore be

interpreted as a sign of lower maturity for WATER.

The contingencies identified for strategic planning are demonstrated in Table 48,
which shows the aspect of strategy planning that is influenced by the contingency. The
contingency indicates the element that influences whether maturity should be higher
or lower and the relationship type indicates the direction of the relationship (i.e.

higher or lower maturity).
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Table 48: Contingencies to strategic planning

Influenced aspect Contingency Relationship type Relationship direction References WATER

WATER_Chemicals,
Higher WATER_Tankering &

Product criticality Requirement Jetting

Lower

Create long-term plan WATER_Water materials,
WATER_Services portfolio
Product standardisation Requirement WATER_Function_1,
Lower WATER_Assets &
Instrumentation
WATER_Tankering &
Jetting
WATER_Function_2,
WATER_Chemicals

Higher

Create & execute long- Higher

term plan

Ability to forecast Ability to achieve
Lower

Interviewees raised the point that more critical products have a higher requirement for
strategic planning, as demonstrated in the example of Chemicals — a key category for

WATER with a complex supply market:

“I think it is only because of the criticality of what we’re purchasing that makes chemicals
different but at the same time, [...] | would be surprised if other companies weren’t
strategically planning chemicals as we are...” (WATER_Chemicals)
Interviewees also mentioned that strategic planning can be beneficial in cases where
products can be grouped together (i.e. more standardised products), whereas this is

more difficult for very disparate categories:

“My portfolio covers disparate areas, such as site equipment, screens maintenance,
reservoir inspections, cleaning and refurbishment, pump hire and logistics, so a strategy
across the portfolio is not appropriate.” (WATER_Services Portfolio)

On the other hand, a higher benefit can be gained where products can be grouped

together.

Interviewees also raised a further point, that more stable, forecastable categories have
a higher requirement for strategic planning, whereas very volatile categories have a

higher requirement to be flexible in their approach:

“It is a judgement based on what you know you have done from the previous period and if
you know if there is anything else coming up, so by talking to your stakeholders — I've got
frameworks for example, which are for procurement vehicles and obviously that isn’t a
regular every month sort of thing, so it might be one year they purchase six vehicles and
another year they might purchase 12 and the next year they might not purchase any.”
(WATER_Tankering & Jetting)
The analysis demonstrates that interviewees mentioned contingencies to all the topics
included in the maturity model, indicating that category tactics are indeed influenced
by contextual contingencies. However, in contrast to the initial Proposition 1, maturity

topics are influenced by more than just the category or procurement strategy. Instead,
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a number of different contingencies are included in the analysis, such as the product

criticality or the supplier relationship.

6.2.1.4 RQ1 Summary: Multiple contextual contingencies to procurement
maturity

The section summarised how procurement managers define their procurement and
category strategies in order to answer RQ1 (How do procurement managers achieve
strategic alignment?). The section started with an analysis on how procurement
managers define procurement ‘strategies’, followed by an analysis of contextual

contingencies to procurement maturity.

Category strategies are generally focused on operational delivery. Whilst not formally
written, they are focused on ensuring resilience in customer delivery
(WATER_Chemicals, WATER_Tankering & Jetting) and alignment to the business or
stakeholders (WATER_Chemicals, WATER_Assets & Instrumentation). However, the
priorities also demonstrate a strong business, stakeholder and product alignment as

demonstrated by the differences between categories.

The analysis also raises the question of whether these category tactics are strategic
enough to drive maturity profiles. Indeed, some of the tactics mentioned include

elements that are very similar to the topics in a maturity model, such as:

e Chemical’s identification of market trends

e Tankering and Jetting’s supplier relationship

e Water Material’s total cost of ownership consideration
e Asset and Instrumentation’s consolidation

e Service Portfolio’s tendering

The section also shows several contingencies to procurement tactics, including top-
down alignment, internal, external, product- and supply-related contingencies as well
as other, currently unclassified, contingencies. Whilst this provides some support for
Proposition 1, the similarity between procurement tactics and procurement maturity
topics raises the question of how these contingencies are related to the maturity

model.

This was analysed in the final sub-section, which reviews the maturity model against
different contingencies mentioned by category managers. The analysis highlights that
all maturity model topics are subject to some contingencies, indicating a strong and

direct relationship between contextual contingencies and procurement maturity.
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Moreover, it can be seen that many different contingencies were mentioned by
category managers, not, as initially assumed, only the procurement or category

strategy. These additional contingencies were identified at several units of analysis:

e Product (such as product complexity or product criticality)
e Supplier (such as supplier relationship or supplier size)

e Category (such as whether it is a direct or indirect category)
e Company (such as cost pressure)

e Industry (such as regulatory requirements)

These contingencies support Proposition 2, that the maturity profile is influenced by
contextual contingencies, and re-affirm the profile as being a more appropriate

maturity measurement.

This section also indicates that the relationship between contextual contingencies and
procurement maturity is very complex and impacts the alignment process for category
managers. It demonstrates that procurement strategic alignment is not a linear
process, as initially assumed after the literature review. This could be driven by the fact
that the category strategy does not provide the strategic direction expected, but

instead appears to be more like maturity tactics.

6.2.2 RQ2: How is procurement maturity conceptualised by
procurement managers?

The analysis in this section will follow the structure outlined for A&D: First, hypotheses

H2 and H3 will be analysed, based on the maturity assessments:

e H2: The most appropriate measurement type for procurement maturity is the
maturity profile, not an aggregate maturity measure.
e H3: The most appropriate unit of analysis for procurement maturity is the

procurement category.

The discussion of these hypotheses is based on maturity assessments conducted with
category managers. These will be provided in the following section, before the

implications of these assessments for the hypotheses are discussed.

6.2.2.1 Maturity assessments

In the following assessments, (see Figure 24), the ‘x’ demonstrates the current
maturity stage, the ‘o’ represents the target maturity level and the pink area depicts

the maturity gap. The current maturity profile is based on documentary evidence to
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establish the current maturity profile (e.g. strategy documents, process descriptions
etc.), but uses category managers’ self-assessments to nuance the assessments (e.g. to
establish to what extent defined processes are followed). As no documentary evidence
is available for target maturity assessments, these were solely based on category

managers’ self-assessments.

In the following sections, any instances where the target maturity score set by
interviewees is lower than the current maturity score set through documentary
evidence will not be discussed, as this is driven by a higher documentary score than
the original self-assessed score. Usually this means that interviewees did not see a
requirement to considerably increase their self-assessed maturity, but documents
indicated that the actual (current) maturity level was higher than interviewees

indicated.

For each category, a detailed maturity assessment has been conducted. The Chemicals
maturity assessment was provided by WATER_Chemicals, with the current profile

based on documentary evidence (see Figure 26).

WATER_Chemicals

Area Topic 1 2 3 4

Strategy and planning Strategic planning X o
Strategic alignment X o
Organisational structure X0

Organisation and Purchasing process X o

controlling Controlling / Perf Measmt X o
Internal integration X o

Status and Status and Recognition X )

involvement Involvement X0
Supplier selection XO

Sourcing and supply |Supply base mgmt X o

base management Global sourcing X o
Risk management o
Supplier relationship X0

Supplier management (Supplier development X o
Supplier evaluation X o

Skills Existing skills X fo)
Training and developm't X (o]

IT IT systems (o]

Figure 26: WATER_Chemicals maturity assessment

Chemicals scores in the lower middle range in strategic planning, due to the lack of a
formal category strategy. As with other categories in WATER, Chemicals uses the
sourcing strategy as a proxy for a category strategy (Sourcing Strategy: Mobile Liming),

which is regularly updated but does not include a long-term plan for the category as a
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whole. Chemicals scores a little higher in strategic alignment, which also signifies a
higher score than WATER as a whole. This is because WATER_Chemicals demonstrated
a good knowledge of the company strategy in their interviews. WATER _Chemicals sets
the target maturity level as very high in both areas. The target for strategic alignment
is a little lower than most other areas due to the split in sourcing and framework

management in WATER:

“I would say at this point in time that all staff know the purchasing strategy but how far

we are looking into the purchasing stuff, is it just in our team, is it the individuals at those

sites ordering the chemicals, so | think | took the view that, that would have been based

on individuals or Ops admin placing orders for goods or chemicals and again at the

moment, we are definitely not there.” (WATER_Chemicals)
Scores in organisation and controlling vary. Like other categories, Chemicals has a
highly centralised organisation (Organisational structure) with well-defined processes
(Process manual). However, in the interviews, Chemicals has demonstrated limited

knowledge of these processes:

“I would say no — we don’t have a formal documentation process but the individuals in our

team are expected to know what they are doing.” (WATER_Chemicals)
In alignment with WATER as a whole, controlling and performance measurement as
well as internal integration are also set at a lower maturity level due to the relatively
basic performance measures (Benefits form, Benefits Framework) and the lack of
integration towards operational sourcing (Organisational structure). WATER_Chemicals

sets the requirement for all four areas as very high.

Chemicals has high scores for both status and involvement, due to the high level of

involvement in not only sourcing but also overall volume forecasting:

“We generally lead on that — maybe because we know more about what we should be
doing in terms of the forecast.” (WATER_Chemicals)

This aligns with the high requirement set by WATER_Chemicals in both those areas.

In sourcing and supply base management scores vary widely. Like WATER overall,
Chemicals scores high in supplier selection, due to the very structured and detailed
process demonstrated in the sourcing documents (Sourcing Strategy: Mobile Liming).
Chemicals scores lower in supply base management, since WATER_Chemicals has
shown little activity in proactive management or even the shaping of the supply base.
Chemicals, as the only category, has shown some use of global suppliers, as Chemicals
are a global market, but the overall procurement focus is still predominantly local,

resulting in a low score in this area:
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“l don’t actually buy a lot internationally — yes so | think my view here is that when we are
carrying out a sourcing strategy, we have from our compliance department, so our
chemical assurance — there may be risks involved dependent on where we are buying
outside of the EEA — if we to purchased internationally that we had those controls.”
(WATER_Chemicals)
Finally, Chemicals’ sourcing strategy shows a high level of risk management, resulting
in a relatively high score in this area (Sourcing Strategy: Mobile Liming). For all of these

areas, WATER_Chemicals sets a very high requirement.

In supplier management, Chemicals scores entirely in alignment with WATER overall,
with very high scores in supplier relationships and much lower scores in supplier
evaluation and supplier development. This demonstrates the strong relationships
WATER_Chemicals has built with their suppliers as well as the relatively high level of
maturity of suppliers, which it argues requires limited evaluation and development
(WATER_Chemicals). In fact, supplier evaluation is primarily based on complaints

where suppliers don’t perform:

“It’s just a database where it’s delegated — so an individual can submit a form to say they
are not happy with a supplier, this incident happened, a delivery hasn’t happened for
example, and then the team will delegate this to me, obviously the notification with the
report and then | will just generally carry out the process of sharing that with the
supplier.” (WATER_Chemicals)
For supplier relationships, WATER_Chemicals sets a very high target in alignment with
the current level, whereas the target maturity score for both supplier evaluation and

supplier development is lower.

Chemicals scores a little lower in skills, since they “have no buying qualifications or
CIPS qualifications so it’s all experience” (WATER_Chemicals). In the remainder of
WATER, training and development also scores relatively low. Nonetheless,

WATER_Chemicals sets the requirement as very high for both areas.

A similar picture is offered for IT, where the current level is relatively low, but the

requirement is set very high by WATER_Chemicals.

In general, both current and target maturity levels differ considerably between
different topics and areas. It can also be observed that WATER_Chemicals generally
sets the target maturity level in the very high areas, with some exceptions, where
WATER_Chemicals feels that a higher level isn’t required due to the high level of
maturity of suppliers (esp. in supplier evaluation, supplier development and supplier

selection).
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6.2.2.2 How should maturity be measured?

This hypothesis postulates that a maturity profile would be more meaningful than an
aggregate measure, as it conveys additional and important detail; it is tested by

comparing current and target maturity profiles.

First, all maturity assessments show large differences between topics, both in the
current as well as the target maturity profile. For instance, strategic planning generally
scores very low, but most category managers set a high target maturity level, whereas
global sourcing achieves an equally low score, but with a similarly low target level. And
there are several topics where WATER categories achieve very high levels of maturity.
For example, all categories have high scores in the organisational structure and
process, which is supported by the clear role split to ensure centralised procurement
and the process documentation (WATER, 2019b, 2019c). At the same time, the

categories score low in Global Sourcing, due to the reliance on local suppliers:

“We are at stage one — there is limited international sourcing — we go out through OJEU —
we mostly deal with UK and Europe [..] and, as far as | am aware, we don’t have an
import/export department so, in terms of shipping and transit documentation and all of
that, it could be tricky...” (WATER_Assets & Instrumentation)
These differences are not spurious but driven by the reality of the organisation, which
requires local suppliers for high service availability but has a strong focus on

centralised category management.

Moreover, interviewees identified gaps between the current and target maturity
profile ranging from 0.5 points to 4.2 points — using almost the whole of the available

range and highlighting potential areas for improvement.

These differences, both within each profile but also between the current and target
maturity profiles, indicate that profiles in categories’” maturity assessments, rather
than single aggregate level, convey additional information, thus supporting hypothesis
2.

6.2.2.3 At what unit of analysis should maturity be measured?

Hypothesis 3 states that procurement maturity should be measured at category level.
This hypothesis would be supported, if there are considerable differences between
categories and the measurement of procurement maturity would provide more insight

at category than at functional level.
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The above analysis demonstrates that whilst there are many topics that are similar
across categories, such as the organisational structure, there are also clear differences
between categories. This can be seen from the comparison of scores in strategic
alignment, where Chemicals and Assets & Instrumentation demonstrate a very good
knowledge of the company strategy and also include this in their sourcing strategies,
whereas other categories generally show limited knowledge or consideration of the
same. Another good example is that most categories have a strong focus on supplier
relationships, resulting in lower scores in supplier development and evaluation.
However, Tankering & Jetting and Water materials, the two more operational
categories, have both started developing supplier evaluation approaches, whilst

focusing a little less on supplier relationships.

However, these differences are more prominent in the current maturity profiles. The
target maturity profiles are much more similar, generally varying only between levels 3
and 4. This might provide some support to the academic premise of utilising maturity
models as a functional-level tool to generally increase maturity. However, there are
also strong variations in the target maturity profiles across categories. Moreover, some
individuality can also be observed in this area: most category managers agree that for
topics such as global sourcing and supplier development, a lower target maturity level
is sufficient. This assessment can be supported by the case context: a company like
WATER, requiring a high level of service, might well be better served by local suppliers.
Similarly, it can be argued that a small company like WATER can offer little in the way

of supplier development to — often very large — supplier companies.

6.2.2.4 RQ2 Summary: Maturity measured as a profile at category level

This analysis focused on the research question: How is procurement maturity

conceptualised by procurement managers?, as well as hypotheses 2 and 3.

Hypothesis 2, that the most appropriate measurement type for procurement maturity
is the maturity profile, was analysed by comparing the differences between topics
within the maturity assessments. All interviewees (functional and category levels)
identified differences between topics, both for current and target profiles. Whilst the
actual profiles differed between categories, all interviewees provided clear rationales
for the differences between topics. Moreover, the differences (at least in the current

profile) were supported by documentary evidence.
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Hypothesis 3, that the most appropriate unit of analysis for procurement maturity is
the procurement category, was analysed by comparing the maturity profiles across
categories. Whilst there were clear differences in the current assessments, the
differences in target profiles were much less pronounced than the differences

between current profiles.

6.2.3 Mapping of contingencies’ influence on the maturity topics
This section will review the implications of interviewees’ commentary regarding the
procurement maturity model and provide a comparison of the different units of

analysis identified.

The contingencies mapped in Section 6.2.1.3 (Contingencies to procurement maturity:
Maturity model review by topic) highlight that contingencies have a complex
relationship to maturity; contingencies appear at multiple units of analysis and impact
different areas of the maturity model. The analysis enabled the grouping of
contingencies, which will provide more clarity on the relationship between
contingencies and procurement maturity. Contingencies can be grouped as follows

(same grouping as A&D):
Unit of analysis: Product

e Product characteristics (Product criticality, Product complexity, Product
standardisation, Product customisation, Ability to forecast/Inability to forecast)

e Service users (Local service requirement, Local users of service
(customer/stakeholder relationship))

e Supply base (Changes in market, Market maturity, Size of supply base (large),
Size of supply base (small/limited capacity), Small suppliers, Supplier availability

(local), Disconnected supply chain)
Unit of analysis: Supplier

e Supplier characteristics (Supplier criticality, Dependence on supplier, Lacking

supplier capability, Supplier relationship)
Unit of analysis: Category

e Category characteristics (Direct categories/Indirect categories)
e Stakeholders (Business has clear priorities, Cost pressure,

Customer/stakeholder relationship, Customer/stakeholder requirements, Large
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number of stakeholders, Stakeholders are interested in cooperation, Working

with difficult stakeholders, Working with engineering/in a technical area)
Unit of analysis: Company

e Procurement context (IT system capabilities, Organisational complexity, Single

IT system)
Unit of analysis: Industry

e Industry characteristics (Geopolitical uncertainty)
e Regulatory requirements (Regulatory requirement, Regulatory requirement -

local availability, Regulatory requirement - local supply)
Unit of analysis: Situation

e Individual purchase (Enough time available, New product/supplier, Time
pressure/emergency situation)

e Personal situation (Training requirement)

If the analysis above is used to group the influenced maturity aspects by the
contingencies that influence them, some additional conclusions can be drawn. This will
be highlighted in this section. Table 49 provides an overview of the different

contingencies identified in WATER.
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Table 49: Mapping of contingencies’ influence on the maturity topics based on WATER

(numbers and shading represent the number of interviewees that support the relationship,; darker green = more interviewees support relationship)

Unit of

analysis

Contingency type

Contingency

Strategy and
planning

Organisation
and

Status and
involvement

Sourcing and
supply base

Supplier
management

WATER Case study findings

Product

Product
characteristics

Product criticality

controlling

EREEE

Product complexity

Product standardisation

Product customisation

Ability to forecast

Inability to forecast

Service users

Local service requirement

Supply base

Size of supply base (large)

Size of supply base (small/limited
capacity)

N (N

Supplier availability (local)

[any

Disconnected supply chain

[any

Supplier

Supplier
characteristics

Supplier criticality

Dependence on supplier

N

Lacking supplier capability

Small suppliers

Supplier relationship

Category

Category
characteristics

Direct categories

Indirect categories

Stakeholders

Business has clear priorities

Cost pressure

Customer/stakeholder relationship

Local users of service
(customer/stakeholder relationship)

Customer/stakeholder requirements

Large number of stakeholders

RPlW N [(R|O|N(-

Stakeholders are interested in
cooperation

w

Working with difficult stakeholders

Working with engineering/in a technical
area

Company

Procurement
context

IT system capabilities

Organisational complexity

Single IT system

N

Industry

Regulatory
requirements

Regulatory requirement

DN

12

Regulatory requirement - local supply

Situation

Individual
purchase

Enough time available

Time pressure/emergency situation

Personal situation

Training requirement

NN SN N
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6.2.3.1 Product-level contingencies

Several product characteristics frequently influence maturity, especially product
criticality, which influences most areas of the maturity model, except for skills and IT.
Product criticality especially drives strategic planning, better procurement control (e.g.
through centralisation, higher process standardisation, or integration), a higher status
requirement, but also a closer supply base and risk management as well as supplier
management, through closer relationships and closer evaluation. Product criticality
covers any products that are important to the business — typically because of value,

volume or risk considerations.

Product complexity tends to refer to technical complexity and drives a closer
cooperation with other functions and a closer supplier management, mostly through

close supplier relationships.

Product customisation is somewhat similar to product complexity, and often overlaps
where technical machinery is concerned, but it can also refer to high service
requirements. In WATER, this is not a very frequently mentioned contingency and has

only been related to internal integration.

The inverse of this is product standardisation, which typically refers to high volume
‘retail type’ products. In spite of the overlap with critical products (high volume), they
are different in that these can also be low-value products, such as screws. They tend to

drive a higher level of supplier consolidation, as higher benefits can be gained.

Similarly to standardisation, but not always the same, a higher ability to forecast
enables long-term strategies — and longer contract periods, whereas non-forecastable

products require a more flexible set-up.

‘Service users’ refers to those products that have a local service requirement. Typically
these tend to be service-focused or have a high level of collaboration or maintenance.
They tend to require a local sourcing solution, as a global provider would not be able

to offer this local service.

Finally, the supply base is also defined as a product-level contingency, even though it is
not strictly a product characteristic. The reason for this definition is that the individual
contingencies tend to refer to the availability of suppliers for a specific product or
product group. Mostly the contingencies in this cluster tend to impact the supply base

management: the more suppliers that are available, the higher the ability to tender.

- 146 -



Results Case 2: WATER WATER Case study findings

On the flipside, the smaller the supply base, or the more disconnected the supply
chain, the more important are proactive supply base management and risk

management.

6.2.3.2 Supplier-level contingencies

Unsurprisingly, supplier-level contingencies primarily drive the requirement for supply
base management and supplier relationship management. Generally, more critical
suppliers (in value, volume or risk) should be managed more closely, as should less
capable suppliers — or those that have issues at a given point. ‘Managing suppliers’
could mean establishing closer, more cooperative relationships, more frequent

supplier evaluation, or supplier development efforts.

Where small suppliers are sourced for a product, this typically requires more creative
contract terms and contract management. This is partially due to the higher risk from

small suppliers, which needs to be closely managed.

Finally, in situations where a good supplier relationship is important, it is advisable to
look into centralising procurement to ensure a single point of contact for the supplier.
It is also less important to have an automated IT system, since the relationship is more

important than the automation of processes.

6.2.3.3 Category-level contingencies

At the category level, interviewees made an interesting distinction between direct and
indirect categories, in that Indirect categories have a higher requirement and ability to
align with strategic company objectives, whereas operational categories are more
focused on service delivery objectives. Interviewees did not mention any further topics

impacted by Direct vs. Indirect categories.

However, another important contingency in this area is the stakeholders that the
category works with. These can include internal customers or scientists, but also
operators out in the field. Generally, more difficult stakeholders require higher skills in

the category to manage these, especially managerial and soft skills.

But stakeholders can also influence the organisational set-up, which was the most
frequently mentioned area: if key stakeholders are local service users, a more
decentralised set-up might be more beneficial, whereas if stakeholders sit centrally, it
is often beneficial to centralise procurement as well to ensure good cooperation

between stakeholders and procurement. Similarly, if stakeholders are interested in
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cooperation, this generally results in a much closer integration between procurement

and these stakeholders.

6.2.3.4 Company-level contingencies

At the company level there are only a few contingencies. Organisational complexity
can drive the requirement for process standardisation and for documented interfaces.
Existing IT systems on the other hand can drive a requirement to follow system

processes, or enable complex performance measurement.

6.2.3.5 Industry-level contingencies

There are also only a few contingencies at industry level. However, the regulatory
requirement has been mentioned frequently. For WATER this mostly refers to EU
regulations on water quality standards, but also on sourcing regulations. As such, these
requirements often drive a higher process standardisation (e.g. following specific
sourcing procedures), supply base visibility and product traceability, or even the
supplier relationships. In some situations regulatory requirements can also drive lower

process standardisation, where exceptions have to be followed.

6.2.3.6 Situation-level contingencies
Finally, situation-level contingencies mostly refer to individual purchases, where, in

emergency situations, standard processes cannot always be followed.

6.3 WATER Case Study discussion

6.3.1 RQ1: How do procurement managers achieve strategic
alignment?

6.3.1.1 Procurement strategic alignment - or procurement contextual
contingencies?

The analysis highlights that the company strategy is only one of the contingencies that

influence procurement maturity. Contingencies identified include the product or

supplier criticality, commonality of products, regulatory requirements and supplier

capability. This indicates that not only the category strategy, but all contingencies

considered important by category managers should be included in this research. This

aligns with literature on contingency theory, especially the premise that changes in this
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contingency factor will, over time, cause changes in the organisational characteristic
(Donaldson, 2001).

6.3.1.2 How are procurement contextual contingencies related to
procurement maturity?

These contingencies also indicate that the target profile is not directly influenced by
the category strategy or indirectly by contextual contingencies (via the category

strategy), as depicted in the original conceptual model (see Figure 15).

First, the analysis has supported that category ‘strategies’ are very similar to maturity
topics, indeed, target maturity profiles could be seen as a demonstration of the

category ‘strategy’.

Moreover, not only did the analysis find strong similarities between the contingencies
of procurement tactics and maturity topics, but also that contextual contingencies

influenced maturity directly.

This changes the conceptual model in that category ‘strategies’ can be eliminated as a
link between target maturity profiles and contextual contingencies. It also indicates
that contextual contingencies influence procurement maturity and should therefore be

included in a maturity model.

6.3.2 RQ2: How is procurement maturity conceptualised by
procurement managers?

This section will focus on the hypotheses underpinning the maturity model in the

conceptual model.

6.3.2.1 How to measure maturity? - Profile or aggregate

The analysis supports hypothesis 2, that procurement maturity should be measured as
a profile, as both the self-assessments of category managers and document-based
assessments show differences between topics. This indicates that highlighting these

can provide additional insight.

This is different from existing literature, which generally focuses on aggregate maturity
measures to assess maturity (e.g. Cousins et al., 2006; Ellram et al., 2002; Paulraj et al.,
2006). However this analysis shows that the profile provides detailed insight that

cannot be delivered by an aggregate measure.
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6.3.2.2 Where to measure maturity? — Unit of analysis

The analysis (see Sections 6.2.2 RQ2: How is procurement maturity conceptualised by
procurement managers? and 6.2.1.3 Contingencies to procurement maturity: Maturity
model review by topic) identified additional units of analysis relevant to procurement
maturity, other than the category. Maturity could therefore be measured at different

units of analysis:

e Functional level, with exception management for categories, suppliers,
products, etc.
e Category level, aggregating ‘exceptional’ products or suppliers

e Alower organisational level — e.g. product, supplier, customer

Lower organisational levels would be infeasible due to the amount of differences
having to be implemented for individual products or suppliers — which could be
hundreds or thousands. Moreover, in many cases products’ and suppliers’
characteristics are grouped into relatively uniform categories, e.g. the Chemicals

category is characterised by its complexity and criticality.

At the same time, the functional level may be too high to distinguish between the
differences in products or suppliers at all, hence not providing the differentiation

clearly required by interviewees.

This indicates that the category level could be an appropriate unit of analysis, as it
provides category-level differences as well as a feasible level for data collection and
analysis. In contrast, existing literature demonstrates a clear preference for functional-
level assessment. Where academic literature considers differences between segments
or categories, the authors often argue that the lower maturity categories should catch
up — even if they deem these differences to be “appropriate for the nature of the
commodities that both departments purchase and the cost and operational risk that

their supply presents” (Deasy et al., 2014, p. 26):

“The increasing recognition is that a strategic perspective of procurement can have
considerable cost and performance benefits for all organizations. The consistent
implementation and execution of procurement strategy is of paramount importance. [...]
the discovery that procurement strategy and practice are asymmetric across a relatively
small organization suggests that this may be a common problem.” (Deasy et al., 2014, p.
26)

The findings of this research are somewhat aligned with existing literature on the
current maturity assessments, in that categories can differ in the level of maturity they

achieved. However, where academic literature argues for a consistent increase of
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maturity across categories, this research also suggests differences between categories
for the target maturity level, as demonstrated for instance by the different

requirements with regard to global sourcing or centralisation.

6.3.3 Impact on the conceptual model

Figure 3425 demonstrates the impact of analysis findings on the conceptual model: the
link between firm, procurement and category strategy could not be supported.
Instead, contextual contingencies could be linked directly to the target maturity
profile. Whilst the measurement of maturity as a current and target profile could be
supported from the analysis, the evidence to support the category as the correct unit

of analysis is somewhat conflicting.

Overall, the case supports the conceptual model and no further updates are required

after this case.

Unit of analysis

Proposition 2: Contextual contingencies Contextual )
influence target profile contingencies Various

~N
Target maturity I
profile

-
Hypothesis 2: Maturity Current maturity
measured as a profile profile

Hypothesis 3: Maturity
measured at category level

.

= i — J
\;: {\ > Category

Maturity gap

Procurement
Out of scope for this study & company

performance

Figure 27: Impact of analysis findings on conceptual model (as updated after A&D case analysis)

6.3.4 WATER access limitations

Similar to A&D, WATER was subject to some limitations in access to the case company.
WATER provided multiple maturity assessments (in addition to the five focus
categories), which were not accompanied by interviews. These assessments could

therefore not be used for the contingency analysis.
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Moreover, some interviewees did not fully participate in the interview process,
especially WATER_Function 1 and WATER_Function 2, who provided valuable company
background in their interviews, but did not go through the detailed discussion of

contingencies.

-152 -



Results Case 3: BANK BANK Case study background

7 Results Case 3: BANK

7.1 BANK Case study background

7.1.1 Banking industry

The banking industry includes companies offering savings, loans and other financial
services to businesses and consumers. Almost half of the global banking revenue is
achieved by bank credit, followed by trading assets, inter-bank loans, other assets and
cash assets (MarketLine, 2019b).

Financial services are a key industry in the UK, both in terms of being indispensable to
ensuring sufficient cash in the economy and providing transactional value but also
contributing considerably to the gross domestic product (GDP). However, the industry
has also suffered considerable loss in reputation since the economic crisis of 2008-
2009 and is additionally challenged from new technological developments
(MarketLine, 2019a).

Globally, the industry is seeing continuing growth, especially driven by the Chinese
market. However, profit margins have been lower due to globally low interest rates,
impacting investment. In Europe, especially the UK, the industry is also considerably
impacted by Brexit (MarketLine, 2019a, 2019b).

The banking industry is characterised by a level of rivalry. Even though there are a few
large players, there is ultimately limited differentiation between products that are
offered — forcing banks to differentiate through the service delivered to customers,
which directly impacts the bottom line. Moreover, it is a comparatively old industry,
and competition is driven by a few, large players, who have been in business for a long

time.

Buyer power is moderate in the banking in industry. On the one hand, banks provide
indispensable services to customers. Moreover, banks tend to have a large customer
base, making them less reliant on individual customers. However, whilst banks may
not be very dependent on small private customers, the loss of a key corporate
customer can have a considerable impact. Buyer power is additionally increased by the
high degree of competition in the industry combined with low switching cost. The
dropping consumer confidence, together with the increasing technological disruption,

puts further pressure on the customer-power-relationship.
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Banks tend to have a difficult power relationship with suppliers. Where customers are
reliant on banks for key services, banks are equally reliant on a small supplier base for
key services (e.g. Visa/Mastercard) and where multiple suppliers are available, only a

few tend to meet the size and security requirements to be able to service banks.

7.1.2 Case company profiles: BANK

BANK is a financial services company providing retail banking, commercial banking,
private banking, and wealth management services. The company achieves an annual
revenue over $50bn and has over 200,000 employees (BANK, 2019a; MarketLine,
2019a).

BANK’s strategic priorities are focused around growth in strong areas as well as turning
around non-performing businesses, delivering customer service and innovation, to
ensure the bank is set up for the future, and finally to simplify the organisation and

empowering employees (BANK, 2019b).

The strategy is supported by a responsible business culture, which underpins the

sustainable growth targets set by the company (BANK, 2019b).

7.1.2.1 Procurement: Functional organisation

As a bank, the company does very little direct procurement and thus focuses on
indirect procurement. The company has a central procurement department, focusing
on strategic sourcing, as well as local procurement managers, who are responsible for
day-to-day contract management and supplier relations. This case study focuses on the

central procurement department and selected categories.

These categories differ in product complexity, annual spend, product/service

orientation and the supply base structure, as indicated in Table 50.
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Table 50: Selected categories comparison (based on interviews)

.. Product Product Supply base (number Stakeholder
Description . . .
value complexity of suppliers) maturity
* Recruitment/resourcing | $2,200m Low to medium Large supply base, Immature
* Learning (performance & mostly small
HR L .
* Performance & rewards reward; unknown | specialised suppliers
volume)
. * Capital projects $1,500m Medium (central Few suppliers that Mature
Commercial .
Portfolio workplace & vs. local) can act globally
Real Estate
(CRE) estates
Facilities management
. » Start-up software and Varying High (new Small (start-ups) Varying
FinTech . .
hardware (growing) technologies)
* Cyber security $110m Medium Small Medium
Cyber resources
* Technology tools
* Qperational services $1,200m High Varying, depending Medium
* Consumer operations on segment (reluctant to
Ops
and sales change)
* Business line services

7.2 BANK Case study findings

7.2.1 RQ1: How do category managers achieve strategic
alignment?

Previous cases have demonstrated the difficulties in answering this research question

due to the lack of ‘strategies’. This issue will be further investigated in this case, by

analysing how category managers define category ‘strategies’.

This section will summarise category managers’ responses to the question “How would
you describe your procurement/category strategy?” and the initial Proposition 1:
Category strategies are dependent on contextual contingencies. It will review the
answers provided in detail and conclude with a summary and interpretation in the
wider context of the research question. For the remainder of this section it will follow
the terminology used in literature, accepting the use of the terms ‘procurement

strategy’ and ‘category strategy’. These will be reviewed at the end of the section.

7.2.1.1 Procurement ‘strategies’ provided

First, Table 51 shows the scope and content of the procurement strategies for each of
the categories. It demonstrates that the answers provided by procurement managers

differ considerably.
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Table 51: Procurement strategy scope and content for each of the procurement categories

Category ‘ Procurement Procurement strategy content
strategy scope

“that’s my strategy. In terms of where we want to be — | want to have a business-

to-consumer experience in a business-to-business environment.”

(BANK_Function_2)

e Roadmap e Improving the customers’/stakeholders’ experience when using procurement

Function e Cost savings (implementation of an Al procurement system)
o Risk mitigation e Focus on risk (KY3P — Know your 3rd party): “I think Procurement is getting
more and more important in the financial industry because of the risk agenda.
Regulators more and more look at how you manage third parties and how you
mitigate the associated risk.” (BANK_Function_2)

e “Procurements strategy [is] not just about having the right size of teams,
category teams, doing the right sort of procurement at the right time. I'd also
be talking about how we offer our other services, like our approach to risk
management, our procurement operations, the systems we support our teams

o Ways of working on.”

e Support the e “When we get into category strategy and sourcing strategy, that’s probably
business/stakeholder where all the fun stuff is. And what that really is, is a strategy that achieves the
strategy objectives of the stakeholders. And by the stakeholders | mean the direct

HR e Stakeholder stakeholders, so in this case HR, but also probably the shareholders of the
relationship bank. We shouldn’t be doing anything that doesn’t tell the story.”
management e “My overall strategy for HR this year, because | do think it does go annual, is to

e Operational be seen in the temporary recruitment space as the commercial partner of
compliance choice. So being blunt, that means, not liaising with HR, my staff’s objective is

to, you've got to take HR with you, take them on board, because it’s politics as
well, but you need to go out and build relationships with the businesses.”

e Operationalising procurement in HR: “setting up the vendor management
utility, helping with PO compliance and risk management.”

“It is about, is that sourcing activity and that sourcing strategy speaking to the

. bigger picture: there is a well established financial challenge that is on its way to

e Beingseenasa A :

trusted advisor the bank — so what we are doing is looking at some of our longer term
CRE o relationships, whether there is anything we can do with those, which would

o Delivering cost . " .
savings de!lver short—terrr'w benefits — so we are not detracting from the. overa.ll goal of

being seen as a tried and trusted advisor, but what we are looking at is whether

within that, there is there anything we can do to deliver a short-term goal.”

“Right time; being able to keep up with the business demands; being able to de-

risk some of these things we are doing commercially, so making sure we have

e Support the engagements at scale and we don’t sign things just to get things in the door, so

FinTech business/stakeholder | things like ‘yes we’ll sign it, i.t’s onIY a. small engagement’ and then when it’s
strategy scaled out, you're dealing with a million customers for example so the

o Risk mitigation commercials then don’t stack up; | think for me it is about supporting our

business growth and supporting our stakeholders’ strategies and enabling their

business strategies...”

“It’s about getting the best deal for the bank because we don’t have much choice

Cyber e Cost savings in terms of some of the vendors they use —so it’s really getting the best deal for
the bank based on the right terms.”

“At a very high level it would be either digitize, demise or automate and that is

across all of the services we have spoken about today so can we digitize

Achieve cost savings customer communications — can we demise them in terms of things like are we

through: servicing people who no longer have an account with us or it’s a dormant

o Digitise account and they haven’t used it for 3 years for example but we are still sending

Ops B .
e Demise correspondence to them, or can we automate things — so back to my example
e Automate around the checks and people processing bits of paper, can we automate that

process. So across all of the operation’s world, it’s that filter — can we digitize it,
can we demise it or can we then automate it so we have fewer people touching
it...”

Table 51 demonstrates that most category managers see cost savings as a major part

of the procurement strategy, with the exception of FinTech and HR. In HR, this could
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be explained by the fact that the business partner doesn’t pay for HR activities
themselves, whereas FinTech is focused on comparatively small projects with limited

opportunity to achieve cost savings:

“So for HR, it doesn’t come off their cost centre. They’re always trying to design a really
great thing because they don’t have to pay for it.” (BANK_HR)

“As | said, for us, we are having to change the way we think about procurement value. So

we have not saved significant amounts of money — so it's not like my previous

organization where we would save millions of dollars on a deal — we don’t do that here

because the deals we are doing are not that big, broadly we are not doing 20/30M dollar

deals — we are low millions at the high end, mainly lower than that and there is just not

that headroom in there — there is not that ‘yes, we have negotiated that cost down’. It is

cost avoidance and it tends to be because you know there is no leverage, you can’t go and

run an RFl and try and bring that category spend or engagement...” (BANK_FinTech)
Instead, HR and FinTech focus on supporting the stakeholder strategies in their
respective categories (i.e. supporting HR and FinTech business lines). FinTech as well as
BANK_Function also mentions the importance of risk mitigation, which is driven by the

increasing regulatory pressures.

BANK categories write extensive category strategies, outlining their supply base, cost
profiles and key contracts. An exception to this is FinTech, which is a relatively new
category for the bank:

“We are starting to build [category strategies], but no we don’t at the moment — we have

been so transactional driven at the moment as to ‘can we do this’ — so it’s been heads
down and very transactional procurement.” (BANK_FinTech)
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Table 52: Elements included in the category strategy document provided

Colours indicate elements included (green = ‘Yes’, red = ‘No’)

Summary ‘ Element ‘ Function ‘ FinTech Ops
Business
overview
Supply
market
analysis
Org structure
Risks/
opportunities
Spend
overview
Vision/
purpose
Objectives
Key activities

Background

Targets

Sourced

Product detail
products

Supplier
overview
Individual
Supplier supplier

detail strategy
Supplier
matrix
(relationships)
Customer
Stakeholder |overview
detail Stakeholder
map

Total pages n/a 65 16 n/a 79 n/a

Not provided
Does not write strategy
Not provided

7.2.1.2 Category-specific priorities

Besides the overall definition of a procurement or strategy, interviewees were also
asked about the category priorities they considered important for procurement
decisions (see Table 53: Most important priorities at the top, least important priorities
at the bottom). The priorities provided in this table are in response to the question

“What are the most important priorities in your category?”
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Table 53: Key priorities by category provided

Colours indicate different priorities (e.g. green = low prices)

Function FinTech

Dependable Delivery

Dependable Delivery

Product/Service
Innovation

Low Prices/Cost savings

Dependable Delivery ‘ Dependable Delivery

Product/Service
Innovation

CSR/Sustainability Rapid Volume Changes

Customisation

Not provided

Process Innovation Process Innovation Process Innovation

CSR/Sustainability

Rapid Volume Changes
Not provided

Low Prices/Cost savings
Product/Service Innovation
Customisation

Product/Service
Innovation

Rapid Volume Changes | Low Prices/Cost savings

Customisation Low Prices/Cost savings Process Innovation

Customisation Rapid Volume Changes CSR/Sustainability CSR/Sustainability

The different priorities show considerable differences between categories. Whilst high
product/service quality and dependable delivery are always amongst the top priorities,
category managers differ considerably in their estimation of low prices/cost savings
and product/service innovation. The low priority of low prices/cost savings in FinTech is
aligned with comments on the procurement strategy (i.e. overall low cost and
therefore limited ability to achieve cost savings). However, it is equally misaligned with
CRE (cost savings was mentioned in the procurement strategy) as well as HR (where

interviewees claimed these were not as important for the procurement strategy).

Generally, categories focus on operational excellence (e.g. delivery, quality) over
strategic business priorities, such as innovation or technology leadership. This is
aligned with BANK_Function’s observation that procurement in a bank has less

strategic impact than in a manufacturing environment:

“l don’t believe that Procurement is overly strategic anyway in a bank. If you compare the
Financial Industry with Manufacturing or Fast Moving, there’s hardly a connection you can
make between what Procurement does and the results of the firm.” (BANK_Function)

7.2.1.3 Contingencies to procurement maturity: Maturity model review
by topic
This section will indicate how the tactics related to the maturity model practices and

the contextual contingencies influence the individual topics in a maturity model.

For the maturity topic strategic planning (in maturity area ‘Strategy and Planning’),
interviewees identified multiple contingencies to strategic planning, as demonstrated

in Table 54. It highlights the topic that is analysed (‘Strategic planning’) and the aspect
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of this element that is influenced by the contingency. The relationship type indicates
whether it is a positive relationship (higher level in the contingency results in higher
level of the influenced aspect). The argumentation for the relationship details how the
contingency is related to the influenced aspect and the unit of analysis indicates at

which organisational level the relationship was discussed by interviewees.

Table 54: Contingencies to strategic planning

Relationshi
P References BANK

Influenced aspect Contingency Relationship type

direction
" BANK_Function 2, BANK_HR,
O . Higher — —
Product criticality Requirement BANK_CRE
Lower BANK_Function 2
Create long-term plan Higher BANK_Function 1, BANK_HR,
Cost pressure Requirement BANK_CRE
Lower
Organisational complexity Requirement Higher BANK_HR
Lower
Create & execute long- - m q Higher BANK_CRE
term plan Ability to forecast Ability to achieve — BANK_Function 1, BANK_HR,
BANK_CRE, BANK_FinTech

Interviewees identified a number of contingencies to strategic planning. First,
interviewees mentioned a higher requirement for a procurement strategy for critical

products:

“For our important things, not for everything, but for those things that provide value, or

the important things for our stakeholders, we definitely do sit down and define a sourcing

strategy that is agreed across HR, Procurement and potentially other functions,

dependent on... IT elements in HR, if they’ve got bandwidth to do changes.” (BANK_HR)
Another requirement for long-term plans can stem from a high level of cost pressure in
the organisation, especially where this impacts organisational transformation
(BANK_Function 1) or long-term procurement projects, such as outsourcing

(BANK_HR).

Moreover, interviewees raised the point that there is a higher requirement for a
category strategy where it is more important to communicate the strategy to

stakeholders, for example when there is a complex organisation:

“There’s sometimes some challenges with people having different conversations, but |
think that’s just the way it will always be in a kind of multi-layered, matrix style, global
function. Global business, as truly global as BANK, it won’t get any more complicated.... So
it's really hard getting clarity. But a sourcing strategy, done correctly, should give
everybody clarity.” (BANK_HR)

BANK_HR also mentioned a higher requirement for critical products to have a

procurement strategy.
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Finally, interviewees raised the point that more stable, forecastable categories have a
higher ability to achieve their strategic plans, whereas more volatile categories have a

higher requirement for flexibility in order to react to demand changes:

“Because the business isn’t like that — so the businesses we are supporting don’t have like

20 year road maps — whereas if | think about traditional IT categories, you would typically

have an application strategy for an EBS system for example that would have a 10 year

road map — so you would have your upgrade cycles and you would know exactly what you

were going to do — we simply don’t have that because some of the business lines we are

supporting really only know what the next six months are going to look like and the

technology is so new — so it is very difficult for us to say certainly more than a year in

advance where people are planning budgets and things, what the road map looks like...”

(BANK_FinTech)
The analysis demonstrates that interviewees mentioned contingencies to all the topics
included in the maturity model, indicating that category tactics are indeed influenced
by contextual contingencies. However, in contrast to initial Proposition 1, maturity
topics are influenced by more than just the category or procurement strategy. Instead,
a number of different contingencies are included in the analysis, such as the product

criticality or the supplier relationship.

7.2.1.4 RQ1 Summary: Multiple contextual contingencies to procurement
maturity

The section summarised how procurement managers define their procurement and
category strategies in order to answer RQ1l (How do procurement managers achieve
strategic alignment?). The section started with an analysis of how procurement
managers define procurement ‘strategies’, followed by a comparison of procurement
‘strategies’ with procurement maturity topics. It concluded with an analysis of

contextual contingencies to procurement maturity.

At the category level, strategies are generally focused on operational delivery: cost
savings (BANK_Function, BANK_CRE, BANK_Cyber and BANK_Ops) and risk mitigation
(BANK_Function, BANK_FinTech, CRE Category Plan 2018 and Cyber Category Plan
2019). However, there is also strong evidence for an attempt to ensure alignment to
the business or stakeholders (e.g. BANK_HR, HR Category Plan 2019, CRE Category Plan
2018 and Cyber Category Plan 2019).

The analysis also raises the question regarding whether these category tactics are
strategic enough to drive maturity profiles. Indeed, some of the tactics mentioned
include elements that are very similar to the topics in a maturity model, such as the

identification of market trends (Cyber Category Plan 2019), global sourcing

-161 -



Results Case 3: BANK BANK Case study findings

considerations (CRE Category Plan 2018) or risk management (BANK_Function,
BANK_FinTech, CRE Category Plan 2018 and Cyber Category Plan 2019).

The section also shows several contingencies to procurement tactics, including top-
down alignment, internal, external, product- and supply-related contingencies as well
as other, currently unclassified, contingencies. Whilst this provides some support for
Proposition 1, the similarity between procurement tactics and procurement maturity
topics raises the question of how these contingencies are related to the maturity

model.

This was analysed in the final sub-section, which reviewed the maturity model against
different contingencies mentioned by category managers. The analysis highlights that
all maturity model topics are subject to some contingencies, indicating a strong and
direct relationship between contextual contingencies and procurement maturity.
Moreover, it can be seen that many different contingencies were mentioned by
category managers, not, as initially assumed, only the procurement or category

strategy. These additional contingencies were identified at several units of analysis:

e Product (such as product complexity or product criticality)
e Supplier (such as supplier relationship or supplier size)

e Category (such as whether it is a direct or indirect category)
e Company (such as cost pressure)

e Industry (such as regulatory requirements)

These contingencies support Proposition 2, that the maturity profile is influenced by
contextual contingencies, and re-affirm the profile as a more appropriate maturity

measurement.

This section also indicates that the relationship between contextual contingencies and
procurement maturity is very complex and impacts the alignment process for category
managers. It demonstrates that procurement strategic alignment is not a linear
process, as initially assumed after the literature review. This could be driven by the fact
that the category strategy does not provide the strategic direction expected, but

instead appears to be more like maturity tactics.

7.2.2 RQ2: How is procurement maturity conceptualised by
procurement managers?

The analysis in this section will follow the structure outlined for A&D: First, hypotheses

H2 and H3 will be analysed, based on the maturity assessments:
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e H2: The most appropriate measurement type for procurement maturity is the
maturity profile, not an aggregate maturity measure.
e H3: The most appropriate unit of analysis for procurement maturity is the

procurement category.

The discussion of these hypotheses is based on maturity assessments conducted with
category managers. These will be provided in the following section, before the

implications of these assessments on the hypotheses are discussed.

7.2.2.1 Maturity assessments

In the following assessments, (see Figure 26) the ‘x’ demonstrates the current maturity
stage, the ‘0’ represents the target maturity level and the pink area depicts the
maturity gap. The current maturity profile is based on documentary evidence to
establish the current maturity profile (e.g. strategy documents, process descriptions
etc.), but uses category managers’ self-assessments to nuance the assessments (e.g. to
establish to what extent defined processes are followed). As no documentary evidence
is available for target maturity assessments, these were based solely on category

managers’ self-assessments.

In the following sections, any instances where the target maturity score set by
interviewees is lower than the current maturity score set through documentary
evidence will not be discussed, as this is driven by a higher documentary score than
the original self-assessed score. Usually this means that interviewees did not see a
requirement to considerably increase their self-assessed maturity, but documents
indicated that the actual (current) maturity level was higher than interviewees

indicated.

For each category, a detailed maturity assessment has been conducted. The HR
maturity assessment was provided by BANK_HR, with the current profile based on

documentary evidence (see Figure 28).
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BANK_HR
Area Topic 3 4
Strategy and planning Strategic planning o X
Strategic alignment X0
Organisational structure X fo)
Organisation and Purchasing process X o
controlling Controlling / Perf Measmt o X
Internal integration o X
Status and Status and Recognition o
involvement Involvement X )
Supplier selection X0
Sourcing and supply [Supply base mgmt o
base management Global sourcing o)
Risk management o X
Supplier relationship X0
Suppli 1t (Supplier development X
Supplier evaluation [0
Sl Existing skills Xa
Training and developm't o)
IT IT systems o

Figure 28: BANK_HR maturity assessment

HR scores very high in both strategic planning and strategic alignment, due to the
extensive category plan provided and the explicit reference to the stakeholder
strategy. This details the HR strategic pillars and explains how procurement is aligned
to and supportive of these (HR Category Plan 2019). This also aligns with the high
target set by BANK_HR.

HR also has relatively high scores across organisation and controlling. Whilst slightly
lower in organisational structure and purchasing process, due to the lower level of
centralisation and the resulting deviations from standard processes (BANK_HR), the
scores are very high for controlling and performance management (2019 objectives)
and internal integration. In particular, internal integration stands out, which is very
high due to the close relationship and collaboration between procurement and key
stakeholders (BANK_HR).

The HR category scores in the middle ranges for status and involvement. This mostly

reflects the level of involvement in recruiting decisions:

“But being quite honest, | think on some topics we are the go-to people. On some of the
procurement topics, resourcing, for example, they’d definitely be speaking to us, and
around supplier selection. And then other aspects, they’d mostly talk to us about the
process, but they’re going to go with who they’re going to go with. They don’t need our
advice on that, they need our advice on how to bring it into BANK's world.” (BANK_HR)
HR’s scores in sourcing and supply base management vary considerably. Whilst the
scores for supplier selection and risk management are relatively high, due to the

structured and defined approach for supplier selection (Sourcing Strategy Global
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Executive Recruitment) and the strong strategic focus on risk management (Supplier
Risk Management), the scores for supply base management and global sourcing are
considerably lower. This is mostly due to the disconnected supply base with many local
suppliers. Together with the varying regulations in this category, this results in a strong
reliance on local suppliers (BANK_HR). For most topics in this area, BANK_HR sets a
target maturity level relatively close to the current level — with the exception of supply
base management, where BANK_HR feels a considerably higher level would be

required, especially in areas that are impacted by new technologies:

“What is procurement doing to reshape the supply chain that sits in whatever digital is

replacing? We definitely do it to a lesser extent in HR, you know, technologies, changing

the way we do some things... and we’re involved in it, but | wouldn’t say we actively do it,

shape the supply chain —it’s more of a pick and choose.” (BANK_HR)
In supplier management, HR achieves relatively high scores in supplier relationship and
supplier evaluation (Supplier performance KPIs), mostly driven by the relatively long-
term relationships HR has with core suppliers (BANK_HR). However, the scores for
supplier development are considerably lower, mostly because BANK_HR doesn’t see a

requirement to do much more in this space:

“I’'m wondering, in the HR space, I’'m not sure we would be developing them, other than...
we might come up with problem statements and they might go off and come up with
solutions for us.” (BANK_HR)

However, at the same time, BANK_HR feels that the target maturity level could be

higher in this space:

“So, in my head, supplier development is that type of thing. In the HR category — there’s

probably some, and if there is, we’re probably not doing it.” (BANK_HR)
BANK_HR feels that the level of skills in their category is very high — as is also required,
since BANK has outsourced any activities that could be fulfilled by more junior or less
skilled staff (BANK_HR). The very high level of skills also results in a lower training
requirement, resulting in low current and target scores for training and development
(BANK_HR).
Finally, in IT systems BANK scores in the middle ranges, with a slightly higher
requirement:

“We do have processes and TORs and stuff, and we can do eAuctions, not as helpful as

they used to be... and it would be good to be further up that box, but I'm not sure we
would ever get into that one from where we are, yet.” (BANK_HR)
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In fact, BANK_HR feels that the focus should be on improving the existing systems, not

adding new functionality:

“We need fewer systems. Well, we don’t need fewer systems, we need less process within
the systems. The system itself is great, we’re very lucky with what we have. We kind of
ruin that by having over-engineered it.” (BANK_HR)
In general, both current and target maturity levels differ a lot between different topics

and areas.

7.2.2.2 How should maturity be measured?

Hypothesis 2 postulates that a maturity profile would be more meaningful than an
aggregate measure, as it conveys additional and important detail. This hypothesis is

tested by comparing current and target maturity profiles.

There is robust support for profiles in categories” maturity assessments, since both the
current and target maturity profiles shows substantial differences in levels between
topics. For example, most categories have high scores in strategic alignment, which is
supported by the category plans provided. At the same time, systems score relatively
low, due to the Indirect context, which differs considerably from a fast/moving

consumer goods context:

“It is a people-based service and so to go fully automated, | know people love that home-
wise, they love to go on Amazon and they love to go on Asos or whatever it is and place an
order and it arrives the next day and it’s fantastic - but again that is easy when you can see
what it is and exactly what it is that you want but if you were to go online and look for
something that you are not too sure about, often you will be picking up the phone and
speaking to a human or you go and visit that person and have a discussion with them...”
(BANK_Ops)

Similar differences exist for all categories, indicating that a profile, rather than single

aggregate level, conveys important information.

Moreover, interviewees identified gaps ranging from 0 points to 4.0 points — using
almost the whole of the available range and highlighting potential areas for
improvement. These gaps highlight where to invest and where the incremental benefit

would not suffice to pay for the investment:

“l guess the reason why | then not say should we be stage 4, is that some of these ones
are... There is no one to say that stage 4 is perfection in everything, I’'m not sure what the
value of that is... What you’d have to do for stage 4, is so much more meetings, so much
more tracking, infrastructure, people — there’s a cost to all of that and | would question
the value returned on some of that investment. The incremental value wouldn’t be
greater than what you’d be spending both in time and money and then could end up
being a bit of a distraction and sometimes stops you being from being as agile and flexible
as you could be.” (BANK_HR)
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These differences, both within each profile but also between the current and target
maturity profiles, indicate that profiles in categories’” maturity assessments, rather
than a single aggregate level, convey additional information, thus supporting

hypothesis 2.

7.2.2.3 At what unit of analysis should maturity be measured?

Hypothesis 3 states that procurement maturity should be measured at category level.
This hypothesis would be supported, if there are considerable differences between
categories and the measurement of procurement maturity would provide more insight

at category than at functional level.

The maturity profiles summarised above show some similarities in maturity levels,
such as the purchasing process and controlling and performance management, both of
which are centrally managed and governed areas. However, the analysis also
demonstrates clear differences; where most categories are very strong on strategic
planning and alignment, FinTech is a clear exception due to the frequent changes in
the market place. Similarly, Ops is the only category which demonstrated any
considerable supply base management or supplier development — and equally the only
interviewee that articulated a clear benefit that could be gained from such activities. In
particular, the organisational structure and global sourcing are also very different

across categories, driven by the level of consolidation in the supply base.

However, at the same time, these differences are more prominent in the current
maturity profiles than in the target maturity profiles. The target maturity profiles
generally vary between levels 3 and 4, which could provide some support to the
academic premise of utilising maturity models as a functional-level tool to generally
increase maturity. However, there are also strong variations in the target maturity
profiles across categories. An example of this could again be global sourcing, where

many interviewees clearly state a lower requirement.

7.2.2.4 RQ2 Summary: Maturity measured as a profile at category level

This analysis focused on the research question: How is procurement maturity

conceptualised by procurement managers?, as well as hypotheses 2 and 3.

Hypothesis 2, that the most appropriate measurement type for procurement maturity
is the maturity profile, was analysed by comparing the differences between topics

within the maturity assessments. All interviewees (functional and category levels)
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identified differences between topics both for current and target profiles. Whilst the
actual profiles differed between categories, all interviewees provided clear rationales
for the differences between topics. Moreover, the differences (at least in the current

profile) were supported by documentary evidence.

Hypothesis 3, that the most appropriate unit of analysis for procurement maturity is
the procurement category, was analysed by comparing the maturity profiles across
categories. Whilst there were clear differences in the current assessments,
interviewees also referred to differences at a unit of analysis lower than the category —
such as individual products or suppliers. Moreover, the differences in target profiles
were much less pronounced than the differences between current profiles. Further
research will be required to understand whether maturity should be assessed at the
functional level and consider different exceptions (category, supplier, product, etc.), or
whether the differences between categories (or products or suppliers) warrant their

own target assessments.

7.2.3 Mapping of contingencies’ influence on the maturity topics
This section will review the implications of interviewees’ commentary regarding the
procurement maturity model and provide a comparison of the different units of

analysis identified.

The contingencies mapped in section 7.2.1.3 (Contingencies to procurement maturity:
Maturity model review by topic) highlight that contingencies have a complex
relationship with maturity: Contingencies appear at multiple units of analysis and
impact different areas of the maturity model. The analysis enabled the grouping of
contingencies, which will provide more clarity on the relationship between
contingencies and procurement maturity. Contingencies can be grouped as follows
(same grouping as A&D and WATER):

Unit of analysis: Product

e Product characteristics (Product criticality, Product complexity, Product
standardisation, Product customisation, Ability to forecast/Inability to forecast)

e Service users (Local service requirement, Local users of service
(customer/stakeholder relationship))

e Supply base (Changes in market, Market maturity, Size of supply base (large),
Size of supply base (small/limited capacity), Small suppliers, Supplier availability

(local), Disconnected supply chain)
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Unit of analysis: Supplier

e Supplier characteristics (Supplier criticality, Dependence on supplier, Lacking

supplier capability, Supplier relationship)
Unit of analysis: Category

e Category characteristics (Direct categories/Indirect categories)

e Stakeholders (Business has clear priorities, Cost pressure,
Customer/stakeholder relationship, Customer/stakeholder requirements, Large
number of stakeholders, Stakeholders are interested in cooperation, Working

with difficult stakeholders, Working with engineering/in a technical area)
Unit of analysis: Company

e Procurement context (IT system capabilities, Organisational complexity, Single

IT system)
Unit of analysis: Industry

e Industry characteristics (Geopolitical uncertainty)
e Regulatory requirements (Regulatory requirement, Regulatory requirement -

local availability, Regulatory requirement - local supply)
Unit of analysis: Situation

e Individual purchase (Enough time available, New product/supplier, Time
pressure/emergency situation)

e Personal situation (Training requirement)

If the analysis above is used to group the influenced maturity aspects by the
contingencies that influence them, some additional conclusions can be drawn. This will
be highlighted in this section. Table 55 provides an overview of the different

contingencies identified in BANK.
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Table 55: Mapping of contingencies’ influence on the maturity topics based on BANK

(numbers and shading represent the number of interviewees that support the relationship,; darker green = more interviewees support relationship)

Unit of

ELELSH

Contingency

Contingency

Strategy and
planning

Organisation
and

Status and
involvement

Sourcing and
supply base

Supplier
management

BANK Case study findings

Product

Product
characteristics

Product criticality

controlling

EREEEE

Product complexity

Product standardisation

Product customisation

Ability to forecast

Inability to forecast

Service users

Local service requirement

Supply base

Changes in market

[y

Market maturity

Size of supply base (large)

Size of supply base (small/limited capacity)

Supplier availability (local)

NP |B_R[(PINVW[N (W

Supplier

Supplier
characteristics

Supplier criticality

ISR ES

=
o

Dependence on supplier

Lacking supplier capability

w

N[O

Small suppliers

Supplier relationship

Category

Category
characteristics

Direct categories

Indirect categories

Stakeholders

Business has clear priorities

Cost pressure

Local users of service (customer/stakeholder
relationship)

Customer/stakeholder requirements

Large number of stakeholders

Stakeholders are interested in cooperation

Working with difficult stakeholders

15

Working with engineering/in a technical
area

Company

Procurement
context

Organisational complexity

Single IT system

wIiN

Industry

Regulatory
requirements

Regulatory requirement

Regulatory requirement - local availability

w|ph|lwlun

Regulatory requirement - local supply

Situation

Individual
purchase

Enough time available

New product/supplier

Wik |w

Time pressure/emergency situation

NWikr[wlw

Personal
situation

Training requirement

[y
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7.2.3.1 Product-level contingencies

The most frequently mentioned contingency is product criticality and it influences
almost every area of the maturity model. In particular, product criticality drives
strategic planning, better procurement control (e.g. through centralisation, higher
process standardisation, or integration), and a higher status requirement, but also a
closer supply base and risk management as well as supplier management, through
closer relationships and closer evaluation. Product criticality covers any products that
are important to the business — typically because of value, volume or risk

considerations.

Product standardisation typically refers to high volume ‘retail type’ products. In spite
of the overlap with critical products (high volume), they are different in that these can
also be low-value products, such as screws. They tend to drive a higher level of
centralisation and global sourcing, as well as supplier consolidation, as higher benefits

can be gained.

Product complexity and product customisation are somewhat similar contingencies,
but with slightly different nuances — and different implications for procurement
maturity. Product complexity tends to refer to technical or stakeholder complexity and
drives a higher skills requirement. Product customisation focuses on stakeholder
customisation, which increases the requirement for involvement and supply base

management.

Similarly to standardisation, a higher ability to forecast enables long-term strategies —
and longer contract periods, whereas non-forecastable products require a more

flexible set-up.

‘Service users’ refers to those products that have a local service requirement. Typically
these tend to be service-focused or have a high level of collaboration or maintenance.
They also tend to require a local sourcing solution, as a global provider would not be

able to offer this local service.

Finally, the supply base refers to the availability of suppliers for a specific product or
product group. Mostly the contingencies in this cluster tend to impact the supply base
management: The more suppliers that are available, the higher the ability to tender.
On the flipside, the smaller the supply base, or the more disconnected the supply

chain, the more important are proactive supply base management and local suppliers.
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7.2.3.2 Supplier-level contingencies

Unsurprisingly, supplier-level contingencies primarily drive the requirement for supply
base management and supplier relationship management. Generally, more critical
suppliers (in value, volume or risk) should be managed more closely, as should less
capable suppliers — or those that have issues at a given point. ‘Managing suppliers’
could mean establishing closer, more cooperative relationships, more frequent

supplier evaluation or supplier development efforts.

Where small suppliers are sourced for a product, this typically requires more creative
risk management to protect the business as well as more creative contractual terms.
This is partially due to the higher risk from small suppliers, but also due to the fact that

standard risk management methods don’t always work in the same way.

Finally, in situations where a good supplier relationship is important, it is advisable to
look into centralising procurement to ensure a single point of contact for the supplier.
It is also less important to have an automated IT system, since the relationship itself is

more important than the automation of processes.

7.2.3.3 Category-level contingencies
At category level, BANK_Ops mentioned that there is a higher requirement for Direct
categories to become involved in supplier development, as it is often not feasible for

Indirect products to review the production site.

The main influencing contingency at category level, however, is the stakeholder, which
is also an area where BANK identified many contingencies. Where stakeholders exert
cost pressure, this increases the requirement for a more mature set-up in strategic
planning, centralisation and closer supplier management. Cost savings can also be

achieved through more automation or creative contract terms.

Where stakeholders are sitting in de-centralised business units, this often drives a

higher level of de-centralisation within the procurement organisation.

Where stakeholders have clear priorities, this can help procurement in enabling better
strategic planning. Stakeholders’ requirements can be both more direct and directly

influence the process or supplier relationship.

Where stakeholders are easy to work with, this often enables better internal

integration. On the other hand, if stakeholders are more difficult to work with, this
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requires a higher status for procurement and better skilled staff to manage these

stakeholders.

7.2.3.4 Company-level contingencies

At company level there are only a few contingencies. Organisational complexity can
drive the requirement for process standardisation, for documented interfaces and a
more comprehensive IT system. It can also require more flexibility when working with
other functions. Existing IT systems on the other hand can drive a requirement to

follow system processes.

7.2.3.5 Industry-level contingencies

At industry level, the most important contingency is the regulatory requirement. For
BANK the key concern is in KY3P (know your third party) regulations, which typically
drive risk management and closer supplier relationships. But more general industry
requirements can also drive a higher process standardisation (e.g. following specific

sourcing procedures) and higher training requirements.

7.2.3.6 Situation-level contingencies

Finally, situation-level contingencies mostly refer to individual purchases, where
tendering is only possible if enough time is available — and where, in emergency
situations, standard processes cannot always be followed. Similarly, it is important to

spend more time on the tendering process, if it is a new product or supplier.

7.3 BANK Case Study discussion

7.3.1 RQ1: How do procurement managers achieve strategic
alignment?

7.3.1.1 Procurement strategic alignment - or procurement contextual
contingencies?

The analysis highlights that category managers consider many different contingencies
to procurement maturity tactics included in the maturity model, such as the product or
supplier criticality, commonality of products, regulatory requirements and supplier

capability.

This indicates that all contingencies considered important by category managers

should be included in this research, not only the company strategy (as indicated by
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Proposition 1 after the literature review). This is supported by literature on
contingency theory, especially the premise that changes in this contingency factor will,

over time, cause changes in the organisational characteristics (Donaldson, 2001).

7.3.1.2 How are procurement contextual contingencies related to
procurement maturity?

The analysis also indicates that the original conceptual model has to be updated, since

target maturity profiles are directly influenced by contingencies and not indirectly via

the company strategy. Category ‘strategies’ can therefore be removed from the

conceptual model as a link between target maturity profiles and contextual

contingencies.

Moreover, since contextual contingencies influence procurement maturity directly,

they should be included in a maturity model.

7.3.2 RQ2: How is procurement maturity conceptualised by
procurement managers?
This section will focus on the hypotheses underpinning the maturity model in the

conceptual model.

7.3.2.1 How to measure maturity? - Profile or aggregate

The analysis supports hypothesis 2, that procurement maturity should be measured as
a profile, as both the self-assessments of category managers and document-based
assessments show differences between topics. This indicates that highlighting these

can provide additional insight.

This is different from existing literature, which generally focuses on aggregate maturity
assessments to assess maturity (see the literature review analysis). However, this
analysis shows that the profile provides detailed insight that cannot be delivered by an

aggregate measure.

7.3.2.2 Where to measure maturity? — Unit of analysis

The analysis (see sections 7.2.2 RQ2: How is procurement maturity conceptualised by
procurement managers? and 7.2.1.3 Contingencies to procurement maturity: Maturity
model review by topic) identified additional units of analysis relevant to procurement
maturity, other than the category. Maturity could therefore be measured at different

units of analysis:
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e Functional level, with exception management for categories, suppliers,
products, etc.
e Category level, aggregating ‘exceptional’ products or suppliers

e Alower organisational level — e.g. product, supplier, customer

Lower organisational levels would be infeasible due to the amount of differences
having to be implemented for individual products or suppliers — which could be
hundreds or thousands. Moreover, in many cases products and suppliers’
characteristics are grouped into relatively uniform categories, e.g. FinTech typically

covers immature and small suppliers, and innovative products.

At the same time, the functional level may be too high to distinguish between the
differences in products or suppliers at all, hence not providing the differentiation

clearly required by the interviewees.

This indicates that the category level could be an appropriate unit of analysis, as it
provides category-level differences as well as a feasible level for data collection and
analysis. In contrast, existing literature demonstrates a clear preference for functional-
level assessment. Where academic literature considers differences between segments
or categories, the authors often argue that the lower maturity categories should catch
up —they even deem these differences “appropriate for the nature of the commodities
that both departments purchase and the cost and operational risk that their supply

presents” (Deasy et al., 2014, p. 26):

“The increasing recognition is that a strategic perspective of procurement can have

considerable cost and performance benefits for all organizations. The consistent

implementation and execution of procurement strategy is of paramount importance. [...]

the discovery that procurement strategy and practice are asymmetric across a relatively

small organization suggests that this may be a common problem.” (Deasy et al., 2014, p.

26)
The findings of this research are somewhat aligned with existing literature on the
current maturity assessments, in that categories can differ in the level of maturity they
achieved. However, where academic literature argues for a consistent increase of
maturity across categories, this research also suggests differences between categories
for the target maturity level, as demonstrated for instance by the different

requirements with regard to global sourcing or centralisation.
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7.3.3 Impact on the conceptual model

Figure 29 demonstrates the impact of analysis findings on the conceptual model: the
link between firm, procurement and category strategy could not be supported.
Instead, contextual contingencies could be linked directly to the target maturity
profile. Whilst the measurement of maturity as a current and target profile could be
supported by the analysis, the evidence to support the category as the correct unit of

analysis is somewhat conflicting.

Overall, the case supports the conceptual model and no further updates are required.

Unit of analysis

Proposition 2: Contextual contingencies Contextual
. . . . Various
influence target profile contingencies
s ™ ~
Hypothesis 2: Maturity Current maturity Target maturity
measured as a profile profile profile
Hypothesis 3: Maturity ==
measured at category level — == —
A /
\__(_ _/\ > Category
Maturity gap
/—'ﬁ
Procurement
Out of scope for this study & company
performance

Figure 29: Impact of analysis findings on conceptual model (as updated after A&D case analysis)

7.3.4 BANK Access limitations

BANK was a less ‘managed’ case study than the other two — access here was not
organised by the head of procurement but by the researcher herself, which means that
every interviewee had to be onboarded separately. This means that general
preparation and follow-up in these interviews was harder to achieve, resulting in a

lower number of documents provided for triangulation.

Finally, as with the other two cases, some interviewees did not fully participate in the
interview process. Usually these were functional interviewees, which would provide
initial insight into and access to the company, but not join in with the detailed

interviews.
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8 Cross-case analysis

This section focuses on comparing the findings from the three in-depth cases. It will
start with a review of the findings towards RQ1, specifically the contingencies to
procurement maturity that were identified during the three cases. Subsequently, RQ2
will be reviewed, focusing on the unit of analysis, a general discussion of procurement

maturity and finally the development of procurement maturity archetypes.

8.1 RQ1: Procurement maturity contingencies

8.1.1 Procurement maturity contingencies identified

The different case studies have highlighted a number of contingencies mentioned by
category managers. The analysis also highlights that some maturity areas are
influenced by more contingencies than others. This could be due to the focus for the
companies selected or for individual employees. For instance, the difference between
direct and indirect categories was an important topic in A&D, where one indirect
category was interviewed along with four direct ones, whereas WATER only included
direct categories and BANK only indirect categories, so that they would have been less
focused on the difference between the two. However, it could also mean that some

maturity topics are more universally important than others.

This question will be further analysed in the following section.

Table 56 provides an extract of Table 76 n the appendix (Appendix A Number of
references to support contingencies to maturity topics), which summarises the
contingencies mentioned for different maturity topics as well as the number of
references made in interviews for each of the contingencies. It highlights that for many
of the contingencies there is support across two or even all three of the cases, despite
the fact that category managers were not directly asked if they supported this
contingency, but mentioned it without prompts in the interviews. However, there are
also contingencies with less support (e.g. higher organisational complexity which
results in a higher requirement to create long-term plans). Whilst these contingencies
will be included in this analysis, the differences between the contingencies identified in
different cases will be discussed in more detail in Section 8.1.2 Cross-case and unique

contingencies.
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The analysis also highlights that some maturity areas are influenced by more
contingencies than others. This could be due to the focus for the companies selected
or for individual employees. For instance, the difference between direct and indirect
categories was an important topic in A&D, where one indirect category was
interviewed along with four direct ones, whereas WATER only included direct
categories and BANK only indirect categories, so that they would have been less
focused on the difference between the two. However, it could also mean that some

maturity topics are more universally important than others.

This question will be further analysed in the following section.

Table 56: Number of references to support contingencies to maturity topics

RQ1: Procurement maturity contingencies

Colours indicate the number of references that support the relationship (darker blue colour = more references)

Area op

Product Reguirement Higher 4 2 3
criticality 9 Lower 0 0 1
Product Reauirement Higher 2 2 0
Create long- standardisation | 0 Lower 2 2 0
term plan . Higher 0 0 3
Cost R t
Strategic ost pressure equirement oo 0 0 0
lannin isati High 1
.tén p g Orgamsa.tlonal Rl igher 0 0
£ complexity Lower 0 0 0
o Ability to Ability to Higher 1 1 1
o Create & v . o g
] execute lon forecast achieve Lower 4 2 4
© . Indirect Ability to Higher 2 0 0
> term plan N .
@ categories achieve Lower 2 0 0
g Business has Ability to Higher 1 1 4
@ clear priorities |achieve Lower 0 1 2
Ctatetgory Market Requirement Higher 0 0 0
Strategic s ra gy maturity q Lower 1 0 1
) alignment to =
alignment Product . Higher 1 2 0
company e e Requirement
criticality Lower 0 0 1
strategy -
Indirect Requirement Higher 1 1 1
categories q Lower 1 0 0

8.1.2 Cross-case and unique contingencies

To enable the comparison of the contingencies mentioned in different cases, Table 57
compares the key contingencies identified in A&D, WATER and BANK. The first three

columns highlight the contingencies followed by the different maturity topics they

influence.
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Table 57: Mapping of contingencies’ influence on the maturity topics across all three cases

Colour legend:

A&D only

WATER only

BANK only

Supported in 2 cases (detail in table)

Supported in all 3 cases

The shading in the last three columns highlights the number of interviewees supporting this relationship,; darker shading = more interviewees support the relationship

RQ1: Procurement maturity contingencies

O O O g ana
O O : 5 G d O - i . e e 0 O1ld O O
pe p o g &D A A
Product criticality all all all all all all 36 37 25
Product complexity A&D, WATER WATER A&D, WATER all all 13 12 3
Product standardisation A&D, WATER all A&D, BANK all A&D, BANK 17 8 11
I e s e e A&D, WATER | A&D, BANK | A&D, BANK 15 1 3
icharacteristics —
IAbility to forecast all A&D, BANK 9 3 7
Inability to forecast all 2 3 3
IQuality is important A&D 2
Product Service users |Local service requirement all 2 2 2
IChanges in market BANK 1
Market maturity A&D, BANK 1 1
Size of supply base (large) all 9 5 4
Supply base  Size of supply base
. . all 4 7 1
small/limited capacity)
Supplier availability (local) all 1 1 2
Disconnected supply chain A&D, WATER 2 1
Supplier criticality all all 14 8 10
Supplier Dependence on supplier all 4 2 2
Supplier characteristics Lacking supplier capability A&D, WATER all all 18 13 9
Small suppliers A&D, BANK WATER, BANK 1 2 5
Supplier relationship all A&D 7 2 2
ICategory Direct categories BANK 2
characteristics |Indirect categories all 6 1 1
Business has clear priorities all 1 2 6
ICost pressure BANK A&D, BANK all WATER, BANK all 5 6 12
e Custt‘)mer/'stakeholder WATER 4
Stakeholders SElEHCIEHIp -
Local users of service
customer/stakeholder all 2 7 4
relationship)
ICustomer/stakeholder all all 4 3 2
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requirements
Large number of stakeholders WATER, BANK 1 1
Stakehol(‘iers are interested in WATER, BANK 3 2
cooperation
\Working with difficult
Il Il 10 12 17
stakeholders @ @
WOrk[ng with engineering/in a all 5 3 5
technical area
IT system capabilities A&D, WATER 1 1
Procurement s -
ICompany context Organisational complexity BANK all WATER, BANK 2 9 7
Single IT system all A&D 4 2 3
Regulatory requirement all all all all BANK 10 23 17
Regul i - local
el eg.u at.o.ry requirement - loca BANK 3
Industry ., favailability
requirements Regulatory requirement - local
gu'atory req all 4 4 3
supply
Enough time available all 6 1 1
Individual New product/supplier A&D, BANK 3 3
chase i
situation PUr T.|me ?ressure/emergency all 1 4 )
situation
P.erso?al Training requirement all 1 1 1
situation
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The differences in products and the source case characteristics are discussed in the

following sections.

8.1.2.1 Product-level contingencies

Table 57 demonstrates that product-level contingencies were by far the most
mentioned across all three cases. They influence all areas across the maturity model.
These contingencies were predominantly raised in A&D, where the product portfolio
was very diverse, whereas WATER’s and BANK’s categories are more service-focused.

However, which product characteristics were raised differs from case to case.

The most predominant of all contingencies was product criticality, which was
mentioned frequently across all three cases. This could be driven by the case selection,
since all three companies were buying critical products in their own way: A&D buys
highly complex and security sensitive components, WATER buys products and services
that ensure availability of fresh water for millions of customers, and BANK buys
services that ensure the stable operations of financial services. However, the three
companies vary considerably in their product portfolio and yet all identified some

products that are more critical than others.

Similarly, product standardisation was mentioned across all three cases, although
somewhat more in A&D than in the other two. This could be due to the high level of
product customisation in A&D, due to the engineer-to-order environment, which
serves as a contrast to product standardisation. This is supported by the fact that A&D
has considerably more references around product customisation than the other two
cases, and indicates that whilst product standardisation is a common contingency,

product customisation may be more specific to the engineer-to-order environment.

Product complexity was mentioned frequently in A&D and WATER, but less in BANK.
This could be related to the products and services bought: where both A&D and
WATER were focused on direct categories, BANK was focused on indirect categories.
Indirect categories may be less complex, since they are very standardised services that

are bought by almost every large company.

Ability to forecast, and its inverse, inability to forecast, were again mentioned across
all cases. Ability to forecast was mentioned a little less in WATER, which may be due to
the fact that it is less on category managers’ minds, since the final service sold to

customers has a very stable demand and is therefore rather forecastable.

-181-



Cross-case analysis RQ1: Procurement maturity contingencies

Finally, the importance of quality as a contingency to supplier management was
mentioned by two interviewees in A&D. This could again be driven by the high product
complexity in A&D, but it can equally be argued that product quality should be an

important consideration in all companies.

Local service requirements as a contingency to global sourcing has been identified by
all three case companies, in spite of the relatively low number in total references, this

makes it common to all three cases.

Changes in market and the market maturity were only mentioned by very few category
managers, so that these contingencies require further research to establish their

importance.

However, the size of the supply base was mentioned frequently across all cases, both
as a large and a small supply base. This contingency typically impacts activities in
sourcing and supply base management, such as the ability to tender, or risk
management, since a larger supply base enables a more effective tendering process

and implies a lower supplier risk.

Local supplier availability was mentioned in all three cases as a contingency to global
sourcing (i.e. locally available suppliers reducing the requirement for global sourcing).
In spite of the small number of references overall, this contingency was common

across all three cases.

Similarly to a small supply base, a more disconnected supply chain implies a higher
risk. This contingency was supported by A&D and WATER, but no references were
identified from BANK. It is unclear why this contingency would not apply in BANK’s

context —indicating a requirement to further research this contingency.

8.1.2.2 Supplier-level contingencies

Supplier-level contingencies focus on maturity areas that are focused on supplier
interactions (sourcing and supply base management and supplier management), but
are also linked to organisation and controlling, specifically a higher requirement for risk

management with a smaller supply base.

The most frequently mentioned contingencies here were supplier criticality and lacking
supplier capability. Both contingencies were mentioned across all three cases. This
contingency is very similar to product criticality: most companies will have more and

less important suppliers, irrespective of the products or services they buy. Similarly,
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most companies will have issues with some suppliers, resulting in interviewees

mentioning lacking capability as a contingency.

Dependence on the supplier was also mentioned across all three cases, albeit slightly
more by A&D, who are often very dependent on suppliers, due to the engineer-to-

order context.

Small suppliers are mentioned less frequently, but they are mentioned as a
contingency by all three case companies. They influence both risk management and
contract management, where more creative approaches may be required to
accommodate the lower amount of capital in smaller suppliers. In spite of the low

number of quotes, this contingency is common to all three cases.

Finally, all three cases mentioned that a closer supplier relationship requirement drives
a higher level of centralisation, in order to ensure a central contact for the supplier.
Whilst this contingency is common to all three cases, A&D also mentioned that a closer
supplier relationship drives a lower requirement for automation. This was not
supported by the other cases, nor can it be explained within the case context, thus also

requiring further research.

8.1.2.3 Category-level contingencies

First, category-level contingencies include the difference between direct and indirect
categories. Only BANK mentioned a higher requirement for supplier development for
direct categories, resulting in further research being required to understand if this is a
‘true’ contingency. However, in all three cases interviewees raised the point that
indirect categories have a higher requirement for and ability to achieve strategic

planning and strategic alignment.

Apart from the direct/indirect split, category-level contingencies are very focused on
stakeholder relationships, which strongly influence the organisational set-up.
However, they also influence all other areas in the maturity model with the interesting

exceptions of sourcing and supply base management.

Interviewees across all three cases mentioned that strategic planning is enabled by
clear priorities provided by the business. As this contingency was most frequently
mentioned by BANK, likely due to BANK’s high level of maturity in strategic planning.
This indicates some robustness in the contingency, in spite of the small number of

references.
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Cost pressure was another frequently mentioned contingency. However, whilst all
three cases supported that cost pressure requires more creative commercial terms and
closer supplier evaluation, interviewees also mentioned multiple other areas in the
maturity model that were influenced. For instance, BANK identified a higher
requirement for long-term planning and outsourcing to identify and implement cost
savings opportunities. WATER found that cost pressure requires a higher level of
automation, to reduce internal supplier management cost. A&D mentioned that they
were reducing cost — amongst others — by centralising procurement functions. It is
unclear how these different relationships could be driven by the case company’s
context; rather, it appears that these relationships are based on current strategic
activities: BANK have just outsourced a large amount of procurement operations,
WATER are implementing a new procurement system and A&D consider their
organisational matrix structure a strategic advantage. This contingency also requires

further research.

WATER was the only case in which interviewees stated that when a close customer or
stakeholder relationship is required, procurement should be more de-centralised, to
enable the procurement function to interact with customers and stakeholders. This
could be driven by the high level of services procured within direct procurement,
which generally focuses more on relationships. It would not apply to A&D in the same
way, since their Indirect functions can be both centralised and close to stakeholders, as

these are equally centralised.

Interviewees in all three cases mentioned that the organisation should be more
decentralised where there are local users of the service. However, in A&D this was
only mentioned by A&D_Function and A&D_Indirect, indicating that this is again driven

by the high service element in procurement, which is also true for WATER and BANK.

All three cases supported that customer or stakeholder requirements can drive both

de-centralisation and supplier relationships, where these are directly requested.

WATER_Function and BANK_Function 2 stated that more automation in IT systems can
be driven by a large amount of stakeholders, as this ensures a faster pay-off of the new
system. This contingency is interesting in that it aligns with current strategic initiatives
in WATER and BANK. Moreover, A&D did not raise a requirement for more
automation. This could be driven by the level of product standardisation and

commoditisation across the different companies: A&D generally deals with a small
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number of highly complex products, whereas both WATER and BANK procure more

standardised and commoditised products and services —and in much larger volumes.

Another contingency that was not raised by A&D was the ability to achieve a higher
level of internal integration, where stakeholders are interested in cooperation.
Although it could again be argued that this is driven by the type of products purchased,
it is more likely that A&D did not raise this contingency because of their project set-up.
Stakeholders in A&D are generally interested in cooperation, since there is a high
dependency on procurement. It is therefore likely that this contingency is more

common than the cases indicate.

Finally, all three cases agree that working with difficult stakeholders raises the
requirement for procurement’s status in the company. It also means that category
managers need to be more skilled in managing these stakeholders. When working with
engineering, category managers additionally need to have a higher level of technical
understanding, to be able to question engineers and to communicate effectively with

suppliers.

8.1.2.4 Company-level contingencies
For company-level contingencies, interviewees primarily raised relationships with the

organisational set-up.

First, interviewees in A&D and WATER mentioned that a robust IT system enables
better supplier evaluation. However, since this was only raised by two interviewees,

further research is required to better understand this contingency.

Interviewees also stated that higher levels of organisational complexity drive a higher
requirement for process standardisation and documentation, as well as better internal
integration. However, BANK also mentioned a requirement for better strategic
planning and WATER raised a requirement for better IT systems. These last two
relationships were not supported by many interviewees and need to be researched

further.

Additional relationships were raised between organisational complexity and strategy
and planning (BANK) as well as IT (WATER and BANK). This can be explained by the
higher inward focus of WATER and BANK due to the high service level (A&D’s

complexities are mostly driven by project and product challenges).
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Finally, interviewees mentioned that a single IT system is required to achieve a higher

level of process automation.

8.1.2.5 Industry-level contingencies

Industry-level contingencies (especially regulatory requirements) influence the
processes and the supply base management; however, they also influence skills
(training requirements), supplier management (regulatory-driven audits) and
organisational set-up (esp. process control). There appears to be a high alignment in
the impact of regulatory requirements, even though the regulatory requirements
driving the different industries are very different: Where A&D focuses on local sourcing
(offset) requirements, WATER is primarily driven by EU regulations on water quality
and procurement processes, and BANK primarily mentioned regulation around money

laundering and customer/supplier visibility.

8.1.2.6 Situational contingencies

Finally, the individual situation can influence the supplier selection process: more time
available allows for more complex sourcing procedures, such as tenders, whereas an
emergency situation often means that standard processes cannot be followed.
Similarly, a new product or supplier requires a longer and more thorough sourcing
process, since the supply base and supplier are not known to the category manager

yet. Finally, the personal situation of the buyer drives their training requirements.

8.1.3 Summary: A high level of commonality across cases

This section analysed the extent to which contingencies identified are supported
across cases or are unique to individual cases. Table 58 demonstrates that most
contingencies are common to all three cases, indicating a high level of alignment
between interviewees on contingencies, in spite of the differences in case profiles. This
is especially remarkable, since all contingencies were mentioned as unsolicited (i.e. the
interviewer did not ask for specific contingencies, but only why certain tactics are more
important to the category managers than others). There is therefore likely to be a
strong bias towards understating important contingencies, if they were not at the

forefront of category managers’ thoughts during the interview.

Some contingencies appeared to be more relevant for specific contexts — thus possibly

only generalisable to these contexts. Product complexity seems more relevant for

-186 -



Cross-case analysis RQ1: Procurement maturity contingencies

direct than indirect categories, the customer/stakeholder relationship and the
existence of local service users appear more relevant in a service procurement context
and a large number of stakeholders driving IT automation was found to be more

relevant for standardised and commoditised product portfolios.

Finally, there are also some contingencies that require further research (e.g. market
maturity), where the small amount of references provided, and only in one or two

cases, did not provide enough information to assess commonality or reasons for

lacking commonality.

Table 58: Contingencies and source case characteristics

Common to all three cases

More relevant for some categories

Requires further research

] Contingency type

analysis

Contingency

Source case characteristics

Product characteristics

Product criticality

Common to all three cases

Product complexity

More relevant for direct categories

Product standardisation

Common to all three cases

Product customisation

Engineer-to-order environment

Ability to forecast

Common to all three cases

Inability to forecast

Common to all three cases

Quality is important

Requires further research

Stakeholders

(customer/stakeholder relationship)

Product (Service users Local service requirement Common to all three cases
Changes in market Requires further research
Market maturity Requires further research
Size of supply base (large) Common to all three cases
Supply base Size of supply base (small/limited Common to all three cases
capacity)
Supplier availability (local) Common to all three cases
Disconnected supply chain Requires further research
Supplier criticality Common to all three cases
Dependence on supplier Common to all three cases
e | Sl G E Lacking supPIier capability Common to all three cases
Small suppliers Common to all three cases
QAT TS ComrTlon to all three cases (centralisation)
Requires further research (IT)
L Direct categories Requires further research
Category characteristics = =
Indirect categories Common to all three cases
Business has clear priorities Common to all three cases
Common to all three cases (supplier
Cost pressure evaluation and commercial terms)
Requires further research (all other)
Customer/stakeholder relationship More r.elevant where there is a high amount
of services procured
Local users of service More relevant where there is a high amount
Category

of services procured

Customer/stakeholder requirements

Common to all three cases

Large number of stakeholders

More relevant for standardised and
commoditised product portfolios

Stakeholders are interested in
cooperation

Only mentioned by WATER and BANK, but
likely to be more common

Working with difficult stakeholders

Common to all three cases

Working with engineering/in a
technical area

Common to all three cases

-187 -




Cross-case analysis Procurement maturity advancement

Unit o.f Contingency type ‘ Contingency Source case characteristics ‘
ELELHH
IT system capabilities Requires further research
Common to all three cases (process
Company |Procurement context Organisational complexity standardisation and internal integration)
Requires further research (all other)
Single IT system Common to all three cases
Regulatory requirement Common to all three cases
FekEE FemtlsiE e Reg‘ulaiit{ry requirement - local Requires further research
availability
Regulatory requirement - local supply |Common to all three cases
Enough time available Common to all three cases
Situation Individual purchase New product/supplier Common to all three cases
Time pressure/emergency situation Common to all three cases
Personal situation Training requirement Common to all three cases

8.2 Procurement maturity advancement

This section will analyse the developments to procurement maturity that can be made
based on the three cases, starting with the enhancement of the procurement maturity

model and followed by the development of specific procurement maturity archetypes.

8.2.1 Considerations on units of analysis

Table 59 summarises the ranges of maturity scores across the different units of
analyses. The first three columns after the maturity area and topic show the average
maturity score for each case company, with the range of scores (i.e. minimum and
maximum score) in brackets. The next three columns indicate the differences within
each case, but across categories, by showing the ranges across categories within each
case (i.e. maximum maturity score for this topic — minimum maturity score for this
topic). They are highlighted in shades of blue, with larger ranges coloured in darker
blue. The last column indicates the differences across cases, by showing the range in
average maturity scores across the three case companies (i.e. the highest average
score — the lowest average score). This column is highlighted in shades of purple, again

with a darker colour indicating a larger difference.
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Table 59: Comparison of maturity results across units of analysis

The shading of the ranges indicates the size of the range (the darker the colour, the larger the range)

P - Average & range by case company Ranges across categories = Range across
s A&D WATER BANK A&D | WATER BANK companies
trategic pl i 2.8 (2-3.5 1.4 (1-2 3.3(1-4 1. 1.0 d .
e :t::tzz;z planning ( ) (1-2) (1-4) 5 3.0 1.9
lanni .9 (2- . .5- 7 (2- . . . .

planning alignment 2.9 (2-4) 2.5(1.5-4) 3.7 (2-4) 2.0 2.5 2.0 1.2
Organisational 2.9 (2-3.5) 3(2-4) 3.3(2.5-4) 15 2.0 15 05
structure

o [umiedhs 3.7 (3.5-4) 2.9 (2-4) 3.2 (3-3.5) 0.5 2.0 05 0.8

Organisation |process

and Controlling /

controlling Performance 2.5(2.5-2.5) 2(2-2) 3.5(3.5-3.5) 0.0 0.0 0.0 1.5
Measurement
Internal 2.9 (2-3.5) 2(2-2) 3.3(2-4) 1.5 0.0 2.0 1.3
integration
Status and

Status and L. 3.4 (3-4) 2.6 (2-3) 2.8 (2-3.5) 1.0 1.0 1.5 0.8

involvement Recognition
Involvement 3.1(0-4) 2.6 (2-4) 33(24) |40 20 | 20 0.6
Supplier selection 3(3-3) 2.9 (2-3) 3(2-4) 0.0 1.0 2.0 0.1

Sourcing and |Supply base

3.1(3-3.5) 1.9(1-2) 2.3(2-3) 05 1.0 1.0 12
supply base |management
management |Global sourcing 2.8 (1-4) 1.1(1-15) 3.5 (2.5-4) 3.0 05 s [ 2a
Risk management | 2.5(2.5-2.5) 2.5(2.5-2.5) 3.3(2-3.5) 0.0 0.0 1.5 0.8
Supplier
et 3.3(3-4) 3.6 (2-4) 2.8(2-3) 1.0 2.0 1.0 0.7
SIS ST 2.8(2.5-3) 1.1(1-1.5) 2.3(1-3) 05 0.5 2.0 17
management |development
Supplier 2.6 (2.5-3) 1.3(1-2) 3(33) 05 1.0 0.0 17
evaluation
Existing skills 3(33) 2.7 (2-4) 3.3(3-3.5) 0.0 2.0 0.5 0.6
skill ini
s laipielong 3(3-3) 2(2-2) 25(2525) | 00 0.0 0.0 1.0
development
T IT systems 2(22) 25(2.525) | 25(2525 | 00 0.0 0.0 0.5

8.2.1.1 Differences within cases and across categories
Table 58 demonstrates that differences between categories are generally quite large,

ranging from a minimum range of 0 to maximum range of 4.0.

Some topics don’t have any differences across categories. These include primarily
controlling and performance measurement, training and development, and IT. This is
due to the fact that all three topics were driven by the company or procurement
function. In all three cases, category managers’ targets and process controls were set
by the functional organisation and performance was assessed uniformly across the
procurement function. Similarly, training plans and development opportunities were
defined based on a standardised approach. All categories within a case used the same
IT system, resulting in the same score across categories. Moreover, risk management
had a high level of alignment across categories. Again, risk management procedures
were defined by the head of procurement or a central function for all three cases, to

ensure risks were recorded and monitored coherently across the function. The
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exception here was BANK, where all categories had a very risk management score of
3.5, following internal procedures, except for FinTech. Due to the small size of
suppliers, this category had to use a more creative approach to risk management,

resulting in a lower score.

It can also be seen that there are considerable differences between the cases in terms
of the range across categories. These differences across categories are generally driven
by the different case contexts. For example, A&D has very large differences in
involvement, due to the organisational set-up of project-based and central categories
— with those categories involved in projects also being much more involved in early
design decisions. On the other hand A&D shows no differences in supplier selection,
due to a high level of standardisation in the sourcing process driven by the central
procurement capabilities team. WATER on the other hand shows high differences in
the level of alignment and skills across categories. The differences in alignment are
driven by some category managers having started individual efforts to increase their
alignment to the corporate and functional strategy, whereas most categories have
relatively low scores, possibly due to the lack of category strategies. The differences in
skills are likely to be based on the small team sizes (usually one to two people) in each
category. On the other hand, WATER category scores are highly aligned on global
sourcing, since all categories source predominantly locally, due to the service-type
products and local service requirement. BANK shows substantial differences in
strategic planning, which are again driven by FinTech, who do not have a category
plan, due to the immaturity of the market, whilst all other categories achieve very high

scores.

This analysis also provides further insight on hypotheses 2 and 3. Hypothesis 2 (The
most appropriate measurement type for procurement maturity is the maturity profile,
not an aggregate maturity measure) was already strongly supported in the individual
cases. However, the differences in maturity topics and contingencies demonstrated in
this discussion again underline the wealth of information provided by maturity
profiles. In contrast, hypothesis 3 (The most appropriate unit of analysis for
procurement maturity is the procurement category) had some support in the
individual cases, but without final conclusions being drawn. The analysis above clearly
highlights that maturity has to be measured at the category level, due to the

considerable differences in scores between categories.
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However, it also has to be said that not all similarities across categories are shown in
Table 59; for example, it demonstrates ranges of 0.5 or 2.0 for the three cases in the
purchasing process. However, in all three cases, purchasing processes were defined at
a functional level. The differences in scores were based on the extent to which these
defined processes were followed by different categories. Whilst this does not negate
the requirement for assessing maturity, at least partially, at category level, it also
indicates that further detail is required in the maturity model to distinguish between

approach (e.g. process definition) and execution (e.g. following of processes).

8.2.1.2 Differences across cases

The average score per topic (across categories within a case) differs between the three
cases for all topics in the maturity model. However, some topics are much more similar
than others. The largest differences can be seen in global sourcing, strategic planning,
supplier development and supplier evaluation; all four differences are driven by the
diversity in case companies, thus also demonstrating that they are meaningful

differences and not spurious.

First, the large difference in global sourcing is driven by the service level on the one
hand and the size of the companies on the other hand. A&D has a large amount of
global sourcing, being a global company that attempts to select the globally best
supplier. WATER on the other hand is a much smaller, regionally-focused company,
sourcing mostly services to be delivered locally, thus prioritising local suppliers. Whilst
BANK also had a high service element in their categories, it is a global company itself,

thus requiring these services to be executed globally.

Differences in strategic planning appear to be driven by the size of the company as well
as the procurement team. Since the lack of a category plan does not stop procurement
operations, it could be considered secondary to other sourcing activities, as might be
the case in WATER, which is a much smaller company and with a smaller procurement
team than the other two cases. The lower score in strategic planning achieved by
WATER could also be driven by the organisational set-up, in which category managers
in WATER are not responsible for the framework management after a supplier is
selected. However, it is also possible that WATER generally has a lower level of
maturity. This could be argued, since many of the categories interviewed are extremely
critical to WATER and the contingencies indicate a higher requirement for strategic

planning for these categories.
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Differences in supplier development are driven by the type of product sourced: A&D
with the highest score in this topic has the highest share of physical products
(components for radars and lasers), whereas BANK and WATER have a much higher
share of services procured. However, similarly to strategic planning, WATER scores
lower than would be expected, since the services procured are nonetheless direct
procurement. This could again be due to the organisational set-up: Since supplier
development usually occurs during framework management, this would not be

considered a core requirement by the category managers in WATER.

This organisational set-up also drives WATER’s low score in supplier evaluation. BANK
achieves a higher score than A&D in this topic, since A&D considers supplier evaluation
important, but, due to the engineer-to-order context, A&D has a very strong focus on

on-time delivery to ensure any dependent activities in the project can progress.

8.2.2 Procurement maturity model enhancement

The maturity model review in the three cases provided a comparison of the current
maturity model and interviewees’ comments on the importance of different topics,
their content and the contingencies they consider when selecting tactics. These
comments highlighted that categories work at more granular level of detail, for
instance distinguishing between the development of a formal plan or process and the
execution or adherence to the plan. To include procurement maturity contingencies,

the maturity model has to provide this additional detail.

Relying on the discussion in sections section 5.2.1.5, 6.2.1.3 and 7.2.1.3 (Maturity
model review by topic for each case respectively) as well as sections 8.1 (RQl:
Procurement maturity contingencies) and 8.2.1 (Considerations on units of analysis),
this research provides an updated procurement maturity model (see Appendix B Final
contingency-maturity model (after case studies)). It includes the additional topic on
contracts/commercials (under sourcing and supply base management) as well as the

contingencies indicated by interviewees that were common to all three cases.

These contingencies were included for several reasons. First, they serve as a
communication tool to start discussing contingencies and the possibility that higher
maturity levels are not generally desirable. This enables category managers to gain a
better understanding of when they are or aren’t applicable. It is expected that future
research will build on this to create a robust model defining clearly which

contingencies influence which maturity topics.
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Second, it serves as a first step to overcome the subjectivity in defining the target
maturity profile. Most interviewees were influenced in some way by the traditional
set-up of maturity models (i.e. stages that form a roadmap from ‘bad’ to ‘good’). The
hope is that the clear depiction of contingencies will influence users of the maturity
model to think about their specific circumstances when setting targets rather than
simply stating that “it should be four — we all strive for perfection" (A&D_Indirect).

Other comments supporting this point were:

“| like to think there’s always room for improvement, but that’s probably a fair reflection
of where we are. I'd like to think we could be best practice, which would be stage four.”
(A&D_Indirect)

“Personally, myself, | would always like to strive for the next stage, but from a business
point of view, the tangible benefit, when you are growing, when you are meeting
customer expectations...” (A&D_Mechanical)

“I always think we should be higher.” (A&D_Optics)

“It’s probably quite high, but I've always had the view that everything can be done better.
I would never put anything in the end column because there’s always room to improve...”
(A&D_Optics)

“l don’t think any company would be able to say we are 100% and there’s nothing else we
can do —so | guess you have to take that as a measure as well, and you’ve got four stages
there so...” (WATER_Chemicals)

“To be honest | can’t explain why | said that, but with regard to risk management, | think
you can always do a bit more can’t you?” (WATER_Services portfolio)

“I think in HR because we’re a small team, we’re probably quite good at both of those, but

there’s always room for improvement.” (BANK_HR)
Thirdly, as demonstrated in Section 8.2.1 (Considerations on units of analysis),
descriptions for each topic appear to be too generic for accurate and objective
assessment. This is demonstrated — for example — by the differences in assessments
for Glocal Sourcing in the Mechanicals Category, where A&D_Function focused on the
existence of a clear global sourcing strategy, and A&D_Mechanical focused on the
extent to which the supply base in global. Both interpretations are somewhat
supported by the description in the maturity model. Similarly, not all of these sub-
topics were found to have contingencies. In the Global sourcing examples, several
contingencies were identified as using more global or more local suppliers, but not one
interviewee mentioned that it wouldn’t be beneficial to have a clearly defined strategy

on global sourcing. The updated procurement maturity model therefore includes this
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additional separation of approach and execution, to make future assessments more

accurate.

One interesting finding has to be mentioned specifically: In Internal integration the
definition of interfaces and responsibilities towards other functions was considered to
be contingent on the organisational complexity. However, interviewees argued that
complex organisations require both a higher and a lower level of maturity in this area.
Whilst this initially seems paradoxical, interviewees stated that the requirement is to
increase documentation of interfaces and key contacts, but allow for a level of
flexibility in the relationships and responsibilities between different functions. This
could indicate a requirement to further split this topic. However, instead the paradox
remains the maturity model, but a comment was included to explain the difference.

Procurement maturity archetypes

The contingencies included in the maturity model in Appendix B Final contingency-
maturity model (after case studies) can be further aggregated into a set of
procurement maturity archetypes, especially since some contingencies are included
much more frequently than others. This is shown in Table 60, which highlights how
many areas of the maturity model are influenced by each of the contingencies

reviewed.

The following analysis will focus on the ‘top 9’ contingencies that influence more than
two maturity areas, since these will show the most cohesive maturity archetypes.
These contingencies are highlighted in a red frame. However, Table 60 also
demonstrates that some of the contingencies are related to, and in fact can be
grouped with, other contingencies. These contingencies are in bold and equally
highlighted with a red frame. As these contingencies are directly related to other
contingencies, they actually influence a much higher number of maturity areas and
should also be included in the archetype analysis. All contingencies with a red frame

will be discussed in this section.

The archetypes discussed apply at a category level, i.e. a category could identify
multiple archetypes that are relevant. For example, a category could cover products
that are critical to the business, whilst also working with highly customised products
and a small supply base. However, with the information collected in the three in-depth
cases, these archetypes can only indicate a ‘higher’ or ‘lower’ requirement for each

maturity topic, they cannot define exact maturity levels required.
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Table 60: Number of topics influenced by different contingencies

The colour coding indicates the impact; a darker colour means more maturity areas are influenced

Rows in bold indicate contingencies that are related to another contingency in the table

The red border indicates the contingencies that will be included in the following analysis

Areas of maturity model

Contingency that are influenced by Comment
this contingency
1 Product criticality 12
. Can be aggregated together with other
2 R IS 10 regulatorgygcoitingencgies (IDs 23 and 33)
3 Product complexity 7
4 Product standardisation 6 Inverse to product customisation (ID 8)
5 Cost pressure 6
6 Organisational complexity 5
7 Lacking supplier capability 5
8 Product customisation 4 Inverse to product standardisation (ID 4)
9 Supplier criticality 4
10 | Working with difficult stakeholders 2
11 | Supplier relationship 2
12 | Ability to forecast 2 Inverse to inability to forecast (ID 42)
13 | Indirect categories 2 Inverse to direct categories (ID 37)
14 | Customer/stakeholder requirements 2
15 | Single IT system 2
16 | Size of supply base (large) 2 Inverse to small supply base (1D 17)
17 S of 2l ksl il 2 Inverse to large supply base (ID 16)
capacity)
18 | Small suppliers 2
19 | Dependence on supplier 2
20 | Business has clear priorities 1
21 | Market maturity 1
22 | Customer/stakeholder relationship 1
23 Reg_ulat'o'ry requirement - local 1 Can be aggrega.ted together with other
availability regulatory contingencies (IDs 4 and 33)
2 Local users of service 1
(customer/stakeholder relationship)
25 | Time pressure/emergency situation 1
26 | IT system capabilities 1
27 Stakeholt.iers are interested in 1
cooperation
28 | Enough time available 1
29 | New product/supplier 1
30 | Changes in market 1
31 | Disconnected supply chain 1
32 | Disconnected supply chain 1
33 | Regulatory requirement - local supply 1 f:;u?aijfygziii?:;et:gzZ?Té:’it:nztgzg
34 | Geopolitical uncertainty 1
35 | Supplier availability (local) 1
36 | Local service requirement 1
37 | Direct categories 1 Inverse to indirect categories (1D 13)
38 | Quality is important 1
39 Working with engineering/in a technical 1
area
40 | Training requirement 1
41 | Large number of stakeholders 1
42 | Inability to forecast 1 Inverse to ability to forecast (ID 12)
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8.2.2.1 Product criticality

Table 61 demonstrates the archetype for critical products; these include products that
are critical to the business, for example because of their high value or their high risk
impact. Critical products influence several areas across the maturity model, especially
in strategy and planning, organisation and controlling, sourcing and supply base
management, and supplier management. In general this high level of impact
demonstrates that special attention should be paid to critical products, ensuring a
strategy and organisation are in place, whilst working closely with internal

stakeholders and suppliers to ensure best outcomes for procurement.

Table 61: Product criticality archetype
The colour coding indicates the impact; green colours indicate a ‘high’ requirement, red colours indicate a ‘low’

requirement. Grey topics have not been mentioned in relation to this contingency.

Area Topic 1 2 3 4
Create long-term plan
. |Strategic planning Create & execute long-term plan
Strategy and planning
Execute long-term plan
Strategic alignment Category strategy alignment to company strategy
L Centralisation
Organisational structure
De-centralised
. Lower process standardisation
Purchasing process = =
Higher process standardisation
Organisation and =
" C ing / of
controlling
management Measure complex performance
'Working closely with other functions
Internal integration Document interfaces
Remain flexible in approach
Status and Status and Recognition Higher Status
i Involvement in critical product decision
Tendering contracts
Supplier selection Longer / more complex RFQ process
Criteria considered |
Proactive supply base management
Supply base ==
Sourcing and supply Supply base visibility
base management Global suppliers
Global sourcing -
Local suppliers
Risk management
Risk management More creative risk management
Product traceability
Close relationship / co-operation
Supplier relationship Supplier consolidation
3 Less relationship /
Supplier = =
Supplier development Develop suppliers
] - Close supplier / frequent p revier |
Supplier evaluation
Have consistent measures
Technical skills
Existing skills Level of skills
Skills
/ skills
Training and Training
Higher level of automation
IT IT systems IT system
Lower level of automation
Contract flexibility
Commercials / contract Contract length
Contract complexity / comprehensiveness
Other
More creative contract terms & contract management
N Insource
Outsourcing
Outsource
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8.2.2.2 Regulatory requirement

Table 62 demonstrates that regulatory requirements have a considerable impact on
procurement maturity. Working in a highly regulated industry generally means that
category managers need to be in better control of their processes, that they have to
consider more — or sometimes even predefined — criteria when selecting suppliers, and
that they need to ensure a level of supply chain visibility and traceability. They also
drive a higher training requirement, since procurement staff need to be aware of any

changes to regulations.

Of course, regulatory requirements can also become more specific. For example, A&D
often works with offset requirements, which dictate a certain amount of local supply

for any product, thus directly impacting global vs. local sourcing.

Table 62: Regulatory requirement archetype
The colour coding indicates the impact; green colours indicate a ‘high’ requirement, red colours indicate a ‘low’

requirement. Grey topics have not been mentioned in relation to this contingency.

Area Topic Influenced aspect 1 2 3 4
Create long-term plan
. |strategic planning Create & execute long-term plan
Strategy and planning
Execute long-term plan
Strategic alignment Category strategy alignment to company strategy
P Centralisation
Organisational structure
De-centralised
] Lower process standardisation
Purchasing process - —
Higher process standardisation
Organisation and 9
n Ce ing / of
controlling
management Measure complex performance
Working closely with other functions
Internal integration Document interfaces
Remain flexible in approach
Status and Status and Recognition Higher Status
i Involvement in critical product decision
Tendering contracts
Supplier selection Longer / more complex RFQ process
Criteria considered
Proactive supply base management
Supply base e
Sourcing and supply Supply base visibility
base management . Global suppliers
Global sourcing
Local suppliers
Risk management
Risk management More creative risk
Product traceability
Close relationship / co-operation
Supplier relationship Supplier consolidation
Less i ip / co-creation
Supplier - -
Supplier development Develop suppliers
N N Close supplier / frequent performance revie -
Supplier evaluation
Have consistent measures
Technical skills
Existing skills Level of skills
Skills
Procurement / management skills
Training and Training i
Higher level of automation
T IT systems IT system
Lower level of automation
Contract flexibility
Commercials / contract Contract length
o management Contract complexity / comprehensiveness
er
More creative contract terms & contract management
Insource
Outsourcing
Outsource
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Table 63 demonstrates that complex products have a high impact on the relationship

to both stakeholders and suppliers — generally, they require category managers to

work more closely with stakeholders to ensure a close supplier management. The table

also shows that these types of products typically require a higher level of skills from

the category manager. Finally, a higher level of product complexity can result both in a

requirement to insource or outsource — depending on whether the complexity is a core

strength of the company or the supplier:

“Some of them are fairly complex, most of them are built to print, so the supplier will
build whatever we design. In some cases, we will outsource the design to the supplier
within the categories. But in our IPTs, the designs are ours with the categories and they
tend to be more complex.” (A&D_Laser_1)

“If we have an internal benchmark, then we can see if they are more costly than our
internal benchmark and/or if the service is as good as we can provide internally and when
we have that benchmark, if they are good, then | am going to structure the contract so
that we can back out gracefully and say, ‘ok, you are better than us — have it back’ and if it
is the other way, we can structure it so we can gradually take more...” (WATER_Services
portfolio)

Table 63: Product complexity archetype

The colour coding indicates the impact; green colours indicate a ‘high’ requirement, red colours indicate a ‘low’

requirement. Grey topics have not been mentioned in relation to this contingency.

Area Topic Influenced aspect 1 2 3 a
Create long-term plan
_|strategic planning Create & execute long-term plan
Strategy and planning
Execute long-term plan
Strategic alignment Category strategy alignment to company strategy
Centralisation
Organisational structure
De-centralised
. Lower process standardisation
Purchasing process = —
Higher process standardisation
Organisation and c i ion of
controlling /P
Measure complex performance
Working closely with other functions ]
Internal integration Document interfaces
Remain flexible in approach
Status and Status and Recognition Higher Status
i Involvement in critical product decision
 Tendering contracts
Supplier selection Longer / more complex RFQ process e
Criteria considered
Proactive supply base management
Supply base ——
Sourcing and supply Supply base visibility
base management i Global suppliers
Global sourcing £
Local suppliers
Risk management
Risk management More creative risk management
Product traceability
Close relationship / co-operation e
Supplier relationship Supplier consolidation
Less /
Supplier
Supplier development Develop suppliers
i ) Close supplier / frequent p. reviey
Supplier evaluation
Have consistent measures
Technical skills
. Existing skills Level of skills
Skills
Procurement / management skills
Training and Training
Higher level of automation
T IT systems IT system
Lower level of automation
Contract flexibility
Commercials / contract Contract length
Othe management Contract complexity / comprehensiveness
er
More creative contract terms & contract management

Outsourcing

Insource

Outsource
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8.2.2.4 Product standardisation & product customisation

Product standardisation can be understood as the inverse of product customisation,
hence the two contingencies have inverse maturity profiles. Table 64 provides the
archetype for product standardisation, which is also the inverse archetype of product
customisation (i.e. where product standardisation is shown as ‘high’ (i.e. green),

product customisation would be ‘low’ (i.e. red) and vice versa).

Standardised products are easier to plan and they drive higher benefits in
centralisation, global sourcing and supplier consolidation. Customised products on the
other hand require more flexibility, often through decentralisation and more proactive

stakeholder and supply base engagement.

Table 64: Product standardisation archetype (inverse to product customisation)
The colour coding indicates the impact; green colours indicate a ‘high’ requirement, red colours indicate a ‘low’

requirement. Grey topics have not been mentioned in relation to this contingency.

Area Topic Influenced aspect 1 2 3 4
Create long-term plan
. |Strategic planning Create & execute long-term plan
Strategy and planning
Execute long-term plan
Strategic alignment Category strategy alignment to company strategy
Centralisation |
Organisational structure
. Lower process standardisation
Purchasing process
Higher process standardisation
[o] and o
Comvane of m
management Measure complex performance
‘Working closely with other functions _
Internal integration Document interfaces
Remain flexible in approach
Status and Status and Recognition Higher Status
i Involvement In critical product decision |
Tendering contracts
Supplier selection Longer / more complex RFQ process
Criteria considered
Proactive supply base management _
Supply base =
Sourcing and supply Supply base visibility
base management Global suppliers !
Global sourcing -
Local suppliers
Risk
Risk management More creative risk management
Product traceability
Close relationship / co-operation
Supplier relationship Supplier consolidation !
) Less relationship /
Supplier — —
Supplier development Develop suppliers
i i Close supplier / frequent per revie
Supplier evaluation -
Have consistent measures
Technical skills
Existing skills Level of skills
Skills
Procurement / management skills
Training and Training
Higher level of automation -
T IT systems IT system
Lower level of automation
Contract flexibility
Commercials / contract Contract length
oth Contract complexity / comprehensiveness
er
More creative contract terms & contract management
) Insource
Outsourcing
Outsource
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8.2.2.5 Cost pressure

If the category is under a lot of pressure to deliver cost savings, this also drives certain
procurement requirements, as demonstrated in Table 65. Specifically, this drives a
higher requirement for strategic planning, centralisation, IT automation and possibly
outsourcing. It can also determine more creative contract terms, such as gainshare
contracts that determine a rationale to share benefits for both companies, often

together with a closer supplier evaluation.

Table 65: Cost pressure archetype
The colour coding indicates the impact; green colours indicate a ‘high’ requirement, red colours indicate a ‘low’

requirement. Grey topics have not been mentioned in relation to this contingency.

Area Topic Influenced aspect il 2 3 4
Create long-term plan
. |Strategic planning Create & execute long-term plan
Strategy and planning
Execute long-term plan
Strategic alignment Category strategy alignment to company strategy
Centralisation |
Organisational structure
De-centralised
. Lower process standardisation
Purchasing process
Higher process standardisation
O isation and "
- C ing / of
controlling
management Measure complex performance
Working closely with other functions
Internal integration Document interfaces
Remain flexible in approach
Status and Status and Recognition Higher Status
i Involvement in critical product decision
Tendering contracts
Supplier selection Longer / more complex RFQ process
Criteria considered
Proactive supply base
Supply base ——
Sourcing and supply Supply base visibility
base management . Global suppliers
Global sourcing —
Local suppliers
Risk management
Risk management More creative risk management
Product traceability
Close relationship / co-operation
Supplier relationship Supplier consolidation
N Less i ip/
Supplier
Supplier development Develop suppliers
] ] Close supplier / frequent p revie |
Supplier evaluation
Have consistent measures
Technical skills
Existing skills Level of skills
skills -
/ skills
Training and Training
Higher level of automation |
IT IT systems IT system
Lower level of automation
Contract flexibility
Commercials / contract Contract length
- management Contract complexity / comprehensiveness
ther
More creative contract terms & contract management
N Insource
Outsourcing
Outsource
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8.2.2.6 Organisational complexity

Table 66 demonstrates the archetype for organisational complexity. More complex
organisations tend to require a higher level of strategic planning in procurement,
together with higher process standardisation, better systems and closer internal

integration.

Table 66: Organisational complexity archetype
The colour coding indicates the impact; green colours indicate a ‘high’ requirement, red colours indicate a ‘low’

requirement. Grey topics have not been mentioned in relation to this contingency.

Area Topic Influenced aspect 1 2 3 4
Create long-term plan

_|strategic planning Create & execute long-term plan
Strategy and planning

Execute long-term plan

Category strategy alignment to company strategy

o Centralisation
Organisational structure

De-centralised

. Lower process standardisation
Purchasing process

Higher process standardisation
O isation and 3

= o ing / of
controlling
management Measure complex performance
Working closely with other functions
Internal integration Document interfaces
Remain flexible in approach
Status and Status and Recognition Higher Status
i Involvement in critical product decision
Tendering contracts
Supplier selection Longer / more complex RFQ process
Criteria considered
Proactive supply base management
Supply base e
Sourcing and supply Supply base visibility
base management B Global suppliers
Global sourcing
Local suppliers
Risk management
Risk management More creative risk
Product traceability
Close relationship / co-operation
Supplier relationship Supplier consolidation
Less i ip / c
Supplier - -
Supplier development Develop suppliers
N Close supplier / frequent performance revie!
Supplier
Have consistent measures
Technical skills
B Existing skills Level of skills
Skills

Procurement / management skills

Training and Training

Higher level of automation

T IT systems IT system !

Lower level of automation

Contract flexibility

Commercials / contract Contract length
o management Contract complexity / comprehensiveness
er
More creative contract terms & contract
. Insource
Outsourcing
Outsource
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8.2.2.7 Lacking supplier capability

Table 67 demonstrates that less capable suppliers generally determine a requirement
for more centralisation, global sourcing and a higher amount of risk management. It
also drives more supplier management, both in terms of a higher amount of supplier

development, but also in terms of supplier evaluation.

Table 67: Lacking supplier capability archetype
The colour coding indicates the impact; green colours indicate a ‘high’ requirement, red colours indicate a ‘low’

requirement. Grey topics have not been mentioned in relation to this contingency.

Area Topic Influenced aspect 1 2 3 4
Create long-term plan
__|strategic planning Create & execute long-term plan
Strategy and planning
Execute long-term plan
Strategic alignment Category strategy alignment to company strategy
. Centralisation |
Organisational structure
De-centralised
. Lower process standardisation
Purchasing process
Higher process standardisation
O isation and 3
= o ing / of
controlling
management Measure complex performance
Working closely with other functions
Internal integration Document interfaces
Remain flexible in approach
Status and Status and Recognition Higher Status
i Involvement in critical product decision
Tendering contracts
Supplier selection Longer / more complex RFQ process
Criteria considered
Proactive supply base management
Supply base e
Sourcing and supply Supply base visibility
base management B Global suppliers
Global sourcing
Local suppliers
Risk management
Risk management More creative risk
Product traceability
Close relationship / co-operation
Supplier relationship Supplier consolidation
Less i ip / c
Supplier - -
Supplier development Develop suppliers
N R Close supplier / frequent performance revie!
Supplier evaluation
Have consistent measures
Technical skills
B Existing skills Level of skills
Skills
Procurement / management skills
Training and Training
Higher level of automation
T IT systems IT system
Lower level of automation
Contract flexibility
Commercials / contract Contract length
o management Contract complexity / comprehensiveness
er
More creative contract terms & contract
Insource
Outsourcing
Outsource
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Table 68 highlights that supplier criticality exclusively impacts across sourcing and

supply base management as well as supplier management. Higher supplier criticality

results in higher requirement for supply base visibility. Similarly to lacking supplier

capability, it also results in closer supplier management, including not only supplier

development and evaluation, but also a stronger relationship between the company

and the supplier.

Table 68: Supplier criticality archetype

The colour coding indicates the impact; green colours indicate a ‘high’ requirement, red colours indicate a ‘low’

requirement. Grey topics have not been mentioned in relation to this contingency.

Area

Strategy and planning

Topic

Strategic planning

Influenced aspect

Create long-term plan

1 2 3 a

Create & execute long-term plan

Execute long-term plan

Strategic alignment

Category strategy alignment to company strategy

Organisational structure

Centralisation

De-centralised

Purchasing process

Lower process standardisation

Higher process standardisation

O isation and
- C ing / of
controlling
management Measure complex performance
Working closely with other functions
Internal integration Document interfaces
Remain flexible in approach
Status and Recognition Higher Status

Status and

Involvement in critical product decision

Sourcing and supply
base management

Supplier selection

Tendering contracts

Longer / more complex RFQ process

Criteria considered

Proactive supply base

Supply base

Supply base visibility

Global sourcing

Global suppliers

Local suppliers

Risk management

Risk management

More creative risk management

Product traceability

Supplier relationship

Close relationship / co-operation

Supplier consolidation

Less i ip/

A

Supplier
Supplier development Develop suppliers
N N Close supplier / frequent p revie
Supplier evaluation
Have consistent measures
Technical skills
Existing skills Level of skills
skills -
/ skills
Training and Training
Higher level of automation
IT IT systems IT system
Lower level of automation
Contract flexibility
Commercials / contract Contract length
- management Contract complexity / comprehensiveness
ther

More creative contract terms & contract management

Outsourcing

Insource

Outsource
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8.2.2.9 Ability to forecast & inability to forecast

Table 69 demonstrates that a higher ability to forecast enables better strategic
planning and longer, more standardised contracts. On the other hand, a non-
forecastable product requires more creativity in contract terms to ensure

requirements can be fulfilled at a reasonable cost.

Table 69: Ability to forecast archetype
The colour coding indicates the impact; green colours indicate a ‘high’ requirement, red colours indicate a ‘low’

requirement. Grey topics have not been mentioned in relation to this contingency.

Area Topic Influenced aspect 1 2 3 4
Create long-term plan
__|strategic planning Create & execute long-term plan
Strategy and planning
Execute long-term plan
Strategic alignment Category strategy alignment to company strategy
o Centralisation
Organisational structure
De-centralised
. Lower process standardisation
Purchasing process
Higher process standardisation
O isation and 3
= C ing / of
controlling
management Measure complex performance
Working closely with other functions
Internal integration Document interfaces
Remain flexible in approach
Status and Status and Recognition Higher Status
i Involvement in critical product decision
Tendering contracts
Supplier selection Longer / more complex RFQ process
Criteria considered
Proactive supply base management
Supply base e
Sourcing and supply Supply base visibility
base management B Global suppliers
Global sourcing
Local suppliers
Risk management
Risk management More creative risk
Product traceability
Close relationship / co-operation
Supplier relationship Supplier consolidation
Less i ip / c
Supplier - -
Supplier development Develop suppliers
N R Close supplier / frequent performance revie!
Supplier evaluation
Have consistent measures
Technical skills
B Existing skills Level of skills
Skills
Procurement / management skills
Training and Training
Higher level of automation
T IT systems IT system
Lower level of automation
Contract flexibility _
Commercials / contract Contract length !
. management Contract complexity / comprehensiveness
er
More creative contract terms & contract
Insource
Outsourcing
Outsource
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8.2.2.10 Indirect categories & direct categories

Table 70 demonstrates that indirect categories often have a higher ability to achieve

strategic plans. Their ability to align to the company strategy is also considered higher

by category managers. However, due to the nature of the product, category managers

consider the requirement for supplier development to be lower. This is a higher

requirement in direct categories, where the suppliers’ product and quality will directly

influence the company’s end product as well.

Table 70: Indirect categories archetype

The colour coding indicates the impact; green colours indicate a ‘high’ requirement, red colours indicate a ‘low’

requirement. Grey topics have not been mentioned in relation to this contingency.

Area

Strategy and planning

Topic

Strategic planning

Influenced aspect

Create long-term plan

1 2 3 a

Create & execute long-term plan

Execute long-term plan

Strategic alignment

Category strategy alignment to company strategy

=

Organisational structure

Centralisation

De-centralised

Purchasing process

Lower process standardisation

Higher process standardisation

O isation and
- C ing / of
controlling
management Measure complex performance
Working closely with other functions
Internal integration Document interfaces
Remain flexible in approach
Status and Recognition Higher Status

Status and

Involvement in critical product decision

Sourcing and supply
base management

Supplier selection

Tendering contracts

Longer / more complex RFQ process

Criteria considered

Proactive supply base

Supply base

Supply base visibility

Global sourcing

Global suppliers

Local suppliers

Risk management

Risk management

More creative risk management

Product traceability

Supplier relationship

Close relationship / co-operation

Supplier consolidation

Less i ip/

Supplier
Supplier development Develop suppliers ;
N N Close supplier / frequent p revie
Supplier evaluation
Have consistent measures
Technical skills
Existing skills Level of skills
skills -
/ skills
Training and Training
Higher level of automation
IT IT systems IT system
Lower level of automation
Contract flexibility
Commercials / contract Contract length
- management Contract complexity / comprehensiveness
ther

More creative contract terms & contract management

Outsourcing

Insource

Outsource
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8.2.2.11 Size of supply base (large & small/limited capacity)

Table 71 shows the archetype for a large supply base. Where the supply base is large,

category managers have a higher ability to achieve benefits out of tendering contracts.

In contrast, the requirement for risk management and proactive supply base

management is somewhat lower, since the size of the supply base provides a fall-back

option in case any issues occur with the current supplier.

Table 71: Size of supply base (large) archetype

The colour coding indicates the impact; green colours indicate a ‘high’ requirement, red colours indicate a ‘low’

requirement. Grey topics have not been mentioned in relation to this contingency.

Area

Strategy and planning

Topic

Strategic planning

Influenced aspect

Create long-term plan

1 2 3 4

Create & execute long-term plan

Execute long-term plan

Category strategy alignment to company strategy

Organisational structure

Centralisation

De-centralised

Purchasing process

Lower process standardisation

Higher process standardisation

Status and

o] isation and
5 (o ing / of
controlling
management Measure complex performance
‘Working closely with other functions
Internal integration Document interfaces
Remain flexible in approach
Status and Recognition Higher Status

Involvement in critical product decision

Sourcing and supply
base management

Supplier selection

Tendering contracts

Longer / more complex RFQ process

Criteria considered

Proactive supply base management

Supply base

Supply base visibility

Global sourcing

Global suppliers

Local suppliers

Risk management

More creative risk management

Product traceability

Supplier relationship

Close relationship / co-operation

Supplier consolidation

Less relationship /

Supplier — —
Supplier development Develop suppliers
i i Close supplier / frequent per revie
Supplier evaluation -
Have consistent measures
Technical skills
Existing skills Level of skills
skills -
Procurement / management skills
Training and Training
Higher level of automation
T IT systems IT system
Lower level of automation
Contract flexibility
Commercials / contract Contract length
oth management Contract complexity / comprehensiveness
er

More creative contract terms & contract management

Outsourcing

Insource

Outsource

- 206 -



Cross-case analysis Procurement maturity advancement

8.2.3 Summary: Differences across topics and categories indicate
that maturity should be measured as a profile, primarily at
category level

This section has demonstrated the differences between categories in maturity
assessments and the importance of contingencies. This indicates a requirement to
update the procurement maturity model developed from the literature. This section
has provided this updated procurement maturity model as well as maturity archetypes

based on category contingencies.

Whilst some topics appear to be generic to categories within a company, the majority
of topics have been shown to score very differently in different categories. Moreover,
it has been demonstrated that these differences are not just spurious or random, but
they can be explained by the context of the category, such as the product type or the
organisational structure. The differences in scores both across topics and across
categories has provided further support for hypotheses 2 and 3, indicating that

maturity should be measured as a profile and at least primarily at category level.

However, the analysis has also demonstrated that some topics may be common to all
categories, such as IT or training and development. Moreover, some topics that may
be generic cannot be identified with the current maturity model, since it does not
currently split topics into approach (e.g. process definition) and execution (e.g. the

extent to which defined processes are followed).

To accommodate these findings as well as the identified contingencies, the maturity
model has been updated. The updated procurement maturity model includes both the
identified contingencies and the additional topic on contracts/commercials identified
during interviews. Whilst requiring further research to increase the robustness of
contingencies, this model provides a communication tool to initiate a discussion, both
in academia and in practice, on contingencies linked to procurement maturity.
Moreover, this model enables a more objective setting of the target maturity level, as
it provides some guidance on setting target maturity levels beyond the subjectivity
category that managers demonstrated during the assessments. Finally, the updated
procurement maturity model enables the distinction between approach and execution
(e.g. defining a sourcing strategy vs. executing the strategy, or defining global and local
sourcing requirements vs. actually sourcing globally). This is important to enable a
detailed assessment of requirements and clearer communication between category

managers.
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Moreover, this section provided procurement maturity archetypes for different
contingencies. These are to further support category managers in defining their target
maturity level. Whilst these archetypes do not yet provide clear indications of which
level of maturity is required for each topic, depending on the specific combination of
contingencies, it does help procurement managers to identify their key focus topics in

the maturity model, based on the contingencies they consider relevant for their

category.
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9 Discussion

This section will discuss the findings from all three case studies in relation to existing
literature. The section is organised along the two research questions and their related

hypotheses and propositions:

1. RQ1: How do procurement managers achieve strategic alignment?
a. HI1: Procurement category strategies should be aligned with the firm
and procurement strategy and determine the target maturity profile
b. P1 (replacing H1): Procurement and category strategies are dependent
on contextual contingencies.
c. P2 (replacing P1): The target maturity profile is dependent on contextual
contingencies.
2. RQ2: How is procurement maturity conceptualised by procurement managers?
a. H2: The most appropriate measurement type for procurement maturity
is the maturity profile, not an aggregate maturity measure.
b. H3: The most appropriate unit of analysis for procurement maturity is

the procurement category.

9.1 RQ1: How to achieve strategic alignment?

Research question one aims to better understand category managers’ strategies and

how they achieve alignment with the company strategy.

9.1.1 H1: Procurement category strategies should be aligned with
the firm and procurement strategy and determine the target
maturity profile

Hypothesis 1 was deduced from the literature, especially from procurement strategic
alignment literature (Baier et al., 2008; Gonzalez-Benito, 2007; Watts et al., 1992),
resulting in a procedural concept of strategic alignment in which the firm strategy
drives the procurement strategy, which in turn determines category strategies and as a

result the target maturity profile.

However, the initial exploratory mini-cases demonstrated that whilst industry
perceptions align with the three premises of contingency theory (Donaldson, 2001),

practitioners included a wide range of contextual contingencies, including internal,
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external and product- or supply-based contingencies instead of only the firm strategy,

as was initially expected.

Moreover, practitioners contradicted the procedural concept of alignment described in
academic literature. Instead, procurement strategies were based on a number of
contingencies, including the company culture, industry requirements or the supplier
market. These contingencies were often expressed as problems that do not only
concern procurement, but that the company faces as a whole, thus indicating a more
tacit concept of alignment, in which procurement is subject to the same contingencies

as the rest of the company.

Hypothesis 1 was therefore updated to reflect the improved understanding of

procurement strategic alignment to Proposition 1.

9.1.2 P1: Procurement and category strategies are dependent on
contextual contingencies

The initial proposition researched under research question 1 was Proposition 1
(Procurement and category strategies are dependent on contextual contingencies).

This was analysed by first reviewing procurement and category strategies.

Strategic alignment generally refers to the “consistency between strategic goals,
metrics and activities” with a focus on “strategic alignment of functional and business
strategies” (Skipworth et al., 2015). This definition requires a company’s practices and
processes to be consistent with the strategic goals — thus focusing alignment on the
company strategy. This concept of alignment has been adopted in procurement
literature, most notably by Gonzdles-Benito (2007) and Baier et al. (2008), who have
adapted the theory of production competence for the purchasing domain. They define
procurement strategic alignment as the consistency of procurement’s strategy and

activities with the firm’s objectives (Baier et al., 2008).

In alignment with previous literature, the original conceptual model replicated this
alignment process through the proposed link between company strategy and category
strategies via the functional procurement strategy. However, this link requires clearly

formulated procurement and category strategies.

Table 71 summarises the functional and category strategies provided by procurement

managers across all three cases.
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Table 72: Comparison of ‘strategies’ across case studies

Type

Alignment

Strategy content

Support business
strategy

A&D references

(A&D_Optics)

Support the business strategy

WATER references

Stakeholder engagement and
supplier relationships
(WATER_Chemicals);

Strategy aligned to
stakeholders (WATER_Assets
& Instrumentation)

BANK references

Support the
business/stakeholder strategy
(BANK_HR, BANK_FinTech);

Stakeholder relationship

management (BANK_HR);

Being seen as a trusted
advisor (BANK_CRE)

Functional
set-up

Structure
(differentiation)

Matrix function
(A&D_Function)

Integrating sourcing and
framework management
(WATER_Function)

Team set-up (BANK_HR)

Ways of working

Standard processes and
governance (A&D_Function)

Standard processes
(WATER_Assets &
Instrumentation)

Ways of working &
operational compliance
(BANK_HR)

Category/suppl
base
improvement

Improvement

programme
y

Continuous improvement
conference (A&D_Function);

(A&D_Indirect);

improvement programmes
(A&D_Mechanical)

Top 10 improvement priorities

Supply base and procurement

IT implementation
(WATER_Function)

IT implementation
(BANK_Function)

Resilient supply
chain

Build a robust supply base
(A&D_Optics)

Management of considerable
changes (WATER_Chemicals)

Risk management
(BANK_Function);
Considering risk during scale
up (BANK_FinTech)

Service delivery

Project delivery

Project delivery: risk
management (A&D_Radar);
Project delivery: supply base
management (A&D_Laser_1)

Ensure delivery of
water services

Delivering water and
wastewater services to
customers
(WATER_Function_2);
Planning to get the best
solution for the business
(WATER_Tankering & Jetting);
Decision on what to tender
(scope) and how to break the
volume into lots to obtain
most interest (WATER_Water
Materials);
Ensure the correct product is
available from the correct
suppliers (WATER_Services
Portfolio)

Cost savings

Achieve cost savings through
digitisation, demise,
automation (BANK_Ops);
Obtaining the best deal for
the bank (BANK_Cyber);
Delivering cost savings

(BANK_CRE, BANK_Function)

The term ‘strategy’ has been defined in several different ways, generally focusing on a

long-term plan to achieve competitive advantage through the use of a company’s

resources:

“Strategy is the direction and scope of an organisation over the long-term, which achieves
advantage in a changing environment through its configuration of resources and
competencies, with the aim of fulfilling stakeholder expectations.” (Johnson et al., 2009,

p. 3)
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For procurement strategies to fulfil this definition, they would have to impact the
scope and direction of the company — or at least support the organisation itself to
achieve this. However, the ‘strategies’ provided above focus on improving
procurement’s KPIs (cost, quality, delivery etc.). Procurement managers demonstrate

different ways of doing this:

Supporting the business strategy is implemented as procurement getting closer to key
stakeholders and supporting their objectives — such as improving supplier relationships

to ensure better outputs.

Similarly, the functional set-up and ways of working usually focus on ensuring better
procurement efficiency. For instance, WATER plans to merge sourcing and framework
management to ensure a better handover and overall better contract management.
The exception here is A&D, who have decided on a matrix set-up in procurement, to
be closer to projects and thus the end-customer. This decision could be considered
strategic, as it directly impacts the project and thus customer delivery. It also brings
procurement much closer to customer expectations, thus enabling a higher
effectiveness — and accepting that this may result in cost efficiency gains. However,
this set-up is a decision that can only be taken at a procurement functional level, not at

a category level.

Finally, both improvement programmes and operational delivery focus on increasing
the efficiency of operational procurement, albeit through different means — from cost

savings to project delivery.

Whilst the category ‘strategies’ across the different cases do not appear immensely
strategic, they do enable important improvements for procurement in the different
case companies. Porter (1996) explains the difference between operational
effectiveness (i.e. the efficient use of operational activities resources) and strategic

positioning, which is about differentiation from competitors:
“Operational Effectiveness (OE) means performing similar activities better than rivals
perform them. Operational effectiveness includes but is not limited to efficiency. It refers
to any number of practices that allow a company to better utilize its inputs by, for
example, reducing defects in products or developing better products faster. In contrast,

strategic positioning means performing different activities from rivals’ or performing
similar activities in different ways.” (Porter, 1996)

This explanation demonstrates that the strategies provided by category managers in all
three case studies showed that strategies are more similar to operational effectiveness
as defined by Porter (1996).
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Further, the analysis shows considerable similarities between category “strategies”
and maturity model tactics in all three cases indicating a requirement to update the
original conceptual model, so that procurement maturity tactics are directly influenced
by contextual contingencies, instead of indirectly via the category strategy (see
Sections 5.2.1.5, 6.2.1.3 and 7.2.1.3 — Contingencies to procurement maturity:
Maturity model review by topic). The analysis of contextual contingencies related to
procurement maturity will be discussed in the following section. The detailed changes

to the conceptual model will be discussed at the end of this chapter.

In summary, Proposition 1 (Procurement and category strategies are dependent on
contextual contingencies) was discarded, since it relied on the existence of
procurement and category strategies. This proved to be a false assumption, since
category strategies in particular are more like procurement tactics in a maturity model.
Proposition 1 was therefore replaced by Proposition 2: The target maturity profile is

dependent on contextual contingencies.

9.1.3 P2: The target maturity profile is dependent on contextual
contingencies

The case analysis went on to analyse the contextual contingencies that influence target
maturity profiles to test Proposition 2 (The target maturity profile is dependent on
contextual contingencies), which was introduced after the first case to account for the

similarities between category ‘strategies’ and maturity model tactics.

The analysis has demonstrated strong support for this proposition, to the extent that
many of the contingencies identified were common to all three cases (see Table 73).
Product characteristics contingencies in particular have found strong support
throughout the three cases, although some contingencies were also found to be more
relevant in direct or ETO environments. Similarly, supplier characteristics were found
to be common across all three cases, whereas category-level contingencies were more
subject to the environment, especially the amount of services procured. Company-,
industry- and situational contingencies were also supported by all three cases, albeit
further research is required for many of the contingencies. Table 73 also demonstrated
that there is strong support for Proposition 2.
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Table 73: Contingencies and source case characteristics

Common to all three cases

More relevant for some categories

Requires further research

Unit o.f Contingency type Contingency Source case characteristics
ELEIAH
Product criticality Common to all three cases
Product complexity More relevant for direct categories
Product standardisation Common to all three cases
Product characteristics Product customisation Engineer-to-order environment
Ability to forecast Common to all three cases
Inability to forecast Common to all three cases
Quality is important Requires further research
Product (Service users Local service requirement Common to all three cases
Changes in market Requires further research
Market maturity Requires further research
Size of supply base (large) Common to all three cases
Supply base Size of supply base (small/limited Common to all three cases
capacity)
Supplier availability (local) Common to all three cases
Disconnected supply chain Requires further research
Supplier criticality Common to all three cases
Dependence on supplier Common to all three cases
Sl |Gl s Lacking sup.y)Iier capability Common to all three cases
Small suppliers Common to all three cases
Sl e e Common to all three cases (centralisation)
Requires further research (IT)
. Direct categories Requires further research
Category characteristics - -
Indirect categories Common to all three cases
Business has clear priorities Common to all three cases
Common to all three cases (supplier
Cost pressure evaluation and commercial terms)
Requires further research (all other)
e e e A More rglevant where there is a high amount
of services procured
Local users of service More relevant where there is a high amount
Category . . .
stakeholders (customer/stakeholder relaiflonshlp) of services procured
Customer/stakeholder requirements [Common to all three cases
Large number of stakeholders More rel?\.lant for standardisefi and
commoditised product portfolios
Stakeholders are interested in Only mentioned by WATER and BANK, but
cooperation likely to be more common
Working with difficult stakeholders Common to all three cases
Working with engineering/in a Common to all three cases
technical area
IT system capabilities Requires further research
Common to all three cases (process
Company |Procurement context Organisational complexity standardisation and internal integration)
Requires further research (all other)
Single IT system Common to all three cases
Regulatory requirement Common to all three cases
AR | e e es Reg‘ulatfry requirement - local Requires further research
availability
Regulatory requirement - local supply |Common to all three cases
Enough time available Common to all three cases
Situation Individual purchase New product/supplier Common to all three cases
Time pressure/emergency situation Common to all three cases
Personal situation Training requirement Common to all three cases
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This induced proposition is a large deviation from existing academic literature, since
contingency theory (and thus contingencies in general), is not usually considered in
either procurement maturity or strategic purchasing literature (see Section 2.4.1 How
should procurement strategic alignment be conceptualised in procurement maturity
models?). Some attempts have been made to conceptualise procurement strategic
alignment with the help of contingency theory (Baier et al., 2008; David et al., 2002;
Pohl and Forstl, 2011). However, all of these papers focus on a linear alignment
process, in which procurement practices are based on the procurement strategy,
which in turn is based on the company strategy. Similarly, Narasimhan and Carter
(1998) focus on the alignment between company and purchasing strategy, by inducing
procurement strategic profiles. Kroes and Ghosh (2010) research the alignment
between firm strategy and outsourcing drivers and David et al. (2002) research the
alignment between procurement’s level of centralisation and the firm’s strategic
objectives. Closest to the findings in this research is Plantinga et al.’s (2020)
conceptualisation of public procurement alignment, which focuses on the alignment
between company strategies and procurement practices (“procurement instrument
design”). In contrast, this research finds that procurement practices are primarily
driven by different contingencies, specifically the product, supplier, category,
company, industry, or individual situation. The only contingency mentioned during the
interviews in this research that resembles a firm or procurement strategy is ‘cost

pressure’ — but this is one of the many contingencies identified.

The high commonality of contingencies influencing category tactics across cases
highlighted in Section 8.1.2 (Cross-case and unique contingencies) indicates that these
contingencies may be applicable beyond the three cases. However, the research
design does not ensure that the list of contingencies is comprehensive, but instead
includes those that emerged through the semi-structured interviewing process.
Therefore, whilst it has become clear that there is no ‘category strategy’ as a link
between the company procurement strategy and category tactics, the lack of any
mentions of the company or procurement strategy as an important contingency to
category tactics, does not mean that this research disagrees with previous research. In
fact, it is very possible that the company and procurement strategy are still important

contingencies, even though they have not clearly been raised as such.

Moreover, company and procurement strategies could still drive factors outside of the

maturity model. For example, the maturity model does not comprehensively specify
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the measures that should be used, both in internal and supplier performance
measurement; instead, it specifies the type of measures used. Although not specified
in the maturity model, these exact performance indicators have been linked to the

company'’s strategic priorities (Pohl and Forstl, 2011).

In summary, this research provides strong support for a multitude of contingencies
influencing different aspects of the maturity model, providing strong support for
Proposition 2, that procurement contextual contingencies influence procurement
maturity. Whilst this is a considerable shift from procurement maturity literature, it

draws on and extends findings from procurement strategic alignment literature.

9.2 RQ2: How is procurement maturity conceptualised?

This section will review the hypotheses focusing on maturity in the conceptual model,

i.e. hypotheses 2 and 3.

9.2.1 H2: The most appropriate measurement type for
procurement maturity is the maturity profile, not an
aggregate maturity measure

Hypothesis 2, that procurement maturity should be measured as a profile, was
supported by the data in all three cases. The proposition was initially based on
Strategy&’s and Baier et al.’s research (Baier et al., 2008; Houston et al., 2012). Both
the current and target maturity assessments demonstrated clear differences between
topics (see Section 8.2.1 Considerations on units of analysis), highlighting that
additional insight can be gained from profiles in comparison to aggregate assessments.
Moreover, the contingencies identified to the different maturity topics (see Section 8.1
RQ1: Procurement maturity contingencies) highlight differences in higher and lower

requirements, providing additional support for this hypothesis.

The majority of published studies on procurement maturity use aggregate maturity
measures, such as an average value, across different topics considered (53% of studies
identified in the SLR, compared to 38% using a profile). Often this is used to assess the
link to performance or other business characteristics (e.g. Cousins et al., 2006; Ellram
et al., 2002; Paulraj et al., 2006). Where a profile is used, this is limited to a ‘current’
maturity profile and the reasons for differences in topics are typically not explored

further.
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Although many previous publications have used profiles (38% of published studies),
they are typically in papers that focus on the development and testing of the maturity
model itself. The maturity models, and the assessed profiles, are therefore not used
for further analyses, such as the testing of the relationship to better performance.
These studies tend to assume that higher maturity levels are generically desirable (e.g.
Bemelmans et al., 2013; van Lith et al., 2015; Reck and Long, 1988).

The analysis in this study clearly highlights that the profile provides additional and
relevant detail that an aggregate measure cannot deliver, thus supporting Strategy&’s
and Baier et al.’s approach to measuring maturity by comparing a current maturity
profile with a target maturity profile to identify areas for development (Baier et al.,
2008; Houston et al., 2012). Whilst Houston et al. (2012) demonstrate that different
categories rely on different sourcing levers (price, cost, demand, value), Baier et al.
(2008) use maturity profiles to link procurement priorities to different company
strategies in order to test the ‘fit’ between the procurement priorities and the
company strategy. Their research is thus highly aligned with the findings of this study
as well as the premises of contingency theory — as also evidenced by their study being

based on the theory of production competence, a sub-theory of contingency theory.

9.2.2 H3: The most appropriate unit of analysis for procurement
maturity is the procurement category

This research has found strong support for hypothesis 3, that procurement maturity
should be measured at the category level. The study originally set out to compare two
units of analysis: The procurement function and the procurement category. The
hypothesis was analysed by comparing the maturity profiles across categories and
companies (see Section 8.2.1 Considerations on units of analysis). The analysis clearly
indicates that the category level is a more appropriate unit of analysis, as it provides

category-level differences as well as a feasible level for data collection and analysis.

Whilst hypothesis 3 aligns with some existing research, the proposed measurement at
category level shifts considerably from existing literature, which demonstrates a clear
preference for functional-level assessment (78% of studies identified in the SLR). In
fact, only two studies could be identified that measure procurement maturity at a
category level and thus consider differences between segments or categories (Beukers
et al., 2006; Deasy et al., 2014). However, in both studies the authors argue that the
lower maturity categories should catch up — although they deem the differences

between categories “appropriate for the nature of the commodities that both
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departments purchase and the cost and operational risk that their supply presents”
(Deasy et al., 2014).

It can be concluded that the findings of this research are somewhat aligned with
existing literature on the current maturity assessments, in that categories can differ in
the level of maturity they achieved. However, academic literature argues for a
consistent increase of maturity across categories to ensure performance benefits, this

can be achieved from implementing strategic purchasing in the organisation:

“In the examined case, the implementation of the procurement strategy was inconsistent.

At a time when attention is being drawn to the control of public spending, the increasing

recognition is that a strategic perspective of purchasing can have considerable cost and

performance benefits for all organizations. The consistent implementation and execution

of purchasing strategy is of paramount importance.” (Deasy et al., 2014, p. 26)
In contrast, this research also suggests differences between categories for the target
maturity level. In fact, the identified contingencies demonstrate that the differences
between categories are both meaningful and required, so that a ‘symmetric’
improvement of procurement maturity across categories would not only be likely to
result in higher cost and effort, but also potentially negatively impact procurement
performance. For example, if BANK_HR with its focus on local services was forced to
consider global suppliers, this would increase the effort spent in completing a tender —
and if a global supplier was actually chosen, the result is likely to be a worse service
locally, since they are less likely to specialise in local regulations and could even have a

smaller portfolio of candidates.

Moreover, the cases highlight that contingencies exist at multiple units of analysis,
including the industry, company, category, product and supplier, but also the
individual situation. This is a shift from traditional contingency theory, which generally
focuses contingencies on the environment, organisational size and strategy
(Donaldson, 2001).

However, these contingencies raise the question if the unit of analysis should be lower
than the category, such as the product or the supplier. This would however be difficult
to maintain as products and suppliers are not always consistent, as the same supplier
might provide multiple products — or a product could be multi-sourced by several
suppliers. Moreover, an analysis at product or supplier level would be infeasible in
most organisations due to the large number of products and suppliers, so that this can

be excluded as a feasible unit of analysis.
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On the other hand, clear differences were identified between categories, not only in
the maturity assessments, but also in the contingency analysis, indicating that,
similarly to the aggregate measure of maturity, important information would not be

captured at this level if maturity was measured at a functional or business level.

The answer to this may be related to the set-up of the maturity model itself — as for
example, demonstrated by the discussion around global sourcing. There may be a
generic element to global sourcing maturity, which defines that each category or
function should have a global sourcing strategy defined, but there are differences

between categories in the extent to which the supply base is global or local.

In summary, this research identifies the category level as the most appropriate level of
analysis, as well as an updated procurement maturity model that allows the distinction

between functional and category level assessments.

9.3 Development of the conceptual model

In alignment with the evolution of the hypotheses described above, this section will
cover the development of the conceptual model, from the literature review to the final

model after the case studies.

9.3.1 Initial conceptual model after the literature review

Figure 28 shows the initial conceptual model after the literature review. This
demonstrates that strategic alignment can be achieved if the procurement strategy is
based on the company strategy and the category strategy is based on the procurement
strategy. The category strategy then determines the target maturity profile, which
indicates the required level of maturity for a category. The gap between the current

and the target maturity profile can then be linked to performance.

Figure 28 also highlights the two additional hypotheses deduced, that maturity should
be measured at a category instead of functional level and that maturity should be

measured as a profile, to enable the calculation of the maturity gap.
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Unit of analysis

Company strategy Company

Hypothesis 1: Category

strategies alignment with Procurement .
. Function
firm and procurement strategy

strategies
Category strategy -\
o
e
Hypothesis 2: Maturity Current maturity Target maturity
measured as a profile profile profile

Hypothesis 3: Maturity
measured at category level

ﬁ- Category

————

Maturity gap

Procurement
Out of scope for this study & company

performance

Figure 30: Conceptual model after the literature review

9.3.2 Impact of exploratory mini-cases on the conceptual model
Figure 29 demonstrates how the mini-case findings impact the conceptual model.
Whilst hypotheses 2 and 3 were supported by the exploratory cases, hypothesis 1

could not be supported.

Unit of analysis

Company strategy Company

Hypothesis 1: Category

strategies alignment with Procurement _
. Function
firm and procurement strategy

strategies
Category strategy
A
P
Hypothesis 2: Maturity Current maturity Target maturity
measured as a profile profile profile

Hypothesis 3: Maturity
measured at category level

f- Category

Maturity gap

Procurement
Out of scope for this study & company

performance

Figure 31: Impact of mini-case findings on conceptual model
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The mini-cases demonstrated a more tacit concept of alignment, in which the company
and procurement strategy are still an important influence, but where additional
contextual contingencies were considered at category strategy level. As the mini-cases
were early exploratory studies, they were not sufficient to reject hypothesis 1 entirely,
but they indicated a requirement to research contextual contingencies more
thoroughly in the in-depth cases. This also resulted in an update of hypothesis 1 and

thus an update of the conceptual model, as indicated in Figure 32.

Unit of analysis

Company strategy Company
Procurement .
Function
strategy
v
Proposition 1: Category Contextual B
strategy contingencies Category strategy |< contingencies

T

Hypothesis 2: Maturity Current maturity
measured as a profile profile

Target maturity
profile

=

— = — Category

Hypothesis 3: Maturity
measured at category level

Maturity gap

i

p-
Procurement
LOU( of scope for this study & company

performance

Figure 32: Conceptual model after mini-cases

9.3.3 Impact of case studies on the conceptual model

Figure 33 demonstrates the impact of the analysis findings on the conceptual model
after the mini-cases. The pilot study showed that the link between firm, procurement
and category strategy (Proposition 1) could not be supported. Instead, contextual
contingencies could be linked directly to the target maturity profile. The contingencies
identified at the category level in both case studies support the measurement of
maturity as a current and target profile rather than as an aggregate (hypothesis 2).
Whilst some contingencies were identified at units of analysis other than category, the
differences in category maturity profiles and the many contingencies at a unit of
analysis function lower than function indicate that the category is a reasonable unit of
analysis for measuring maturity. Hypothesis 3 is thus also supported in the case

studies. The findings of the pilot case were supported by the two subsequent cases.
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Company strategy

Procurement
strategy

Proposition 1: Category

¥
strategy contingencies [ Category strategy ]

Contextual
contingencies

) |

Unit of analysis

Company

Function

1

. . e ( \
Hypothesis 2: Maturity Current maturity Target maturity * Category strategies are tactics

! 1
! 1
! 1
! 1
T 1
! 1
! 1
1 1
L 1

1
(e N 1
! !
! 1
! !
! 1
1 1
! 1
! 1
! 1
L 1

measured as a profile profile profile (maturity topics)
- * No strong link between
—
5 company/purchasing strategy \
\ ) e and category ‘strategy’ - Category
e .
Maturity gap
Ve N
Procurement
Out of scope for this study & company
performance
\-

Figure 33: Impact of case study findings on the initial conceptual model (after mini-cases)

Moreover, the cross-analysis (Section 8.1 RQ1l: Procurement maturity contingencies)
demonstrated that contingencies at different units of analysis impact the target level
of different maturity areas to varying extents. This is summarised in Table 73. This
highlights that product characteristics impact across all maturity topics, albeit less
strong relationships could be identified for status and involvement and IT. Supplier-
level contingencies especially focused on organisation & controlling, sourcing & supply
base management and supplier management. Category contingencies strongly
influence the target maturity levels, across many different maturity topics and with
strong support from various case studies. They have mostly been mentioned for
organisation and controlling, supplier management and skills. Company-level
contingencies were mostly found for organisation & controlling, whereas industry level

contingencies were largely mentioned for sourcing & supply base management.

The colours in Table 73 indicate the strength of the relationship, for example ‘very
strong’ means that two or more contingencies at this unit of analysis could be linked to
this topic. Whist this overview provides a good indication of the strength of the
relationship between contingencies and maturity topics, it also has to be analysed with
care, since not all units of analysis have the same number of contingencies related to
them. Moreover, this was a qualitative study that did not seek to quantify

relationships, but rather to explore the different concepts.
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Table 74: Relationships between contingency unit of analysis and target levels for the maturity areas

Colour legend: Very strong - 2+ contingencies
Strong - 1 contingency
Low - some relationships

None
Unit of Stratng and Orga:r:sdatlon .Status and i‘:::;;i::: Supplier Skills T Other
analysis planning . involvement mgmt.
controlling mgmt.

Product Very strong | Very strong Strong Very strong | Very strong Strong Low Very strong
Supplier Strong Very strong | Very strong Low Low
ICategory Strong Very strong Strong Very strong | Very strong Low Strong
ICompany Low Very strong Low Low
Industry Strong Very strong Strong Strong Low
ISituation Strong Strong Strong

This analysis results in the updated conceptual model depicted in Figure 34. Based on
the above discussion, this model is considered as confirmed by the case studies. Figure
34 also includes Table 73 as a link between contextual contingencies and the target

maturity profile.

Unit of analysis

Proposition 2: Contextual contingencies Contextual
influence target profile contingencies

Various
Organisation Sourcing and
e e e B
controlling mgmt.
lProduct Verystrong | Verystrong Strong Very strong_ Verystrong |  Strong Low Verystrong
supplier Strong Very strong__ Very strong Low Low
itegory stong | Verystrong | Strong Verystrong | Verystrong Low Strong
Company Low Very strong Low Low
lIndustry Strong Very strong Strong Strong Low
lﬁ_tuat‘\on Strong strong Strong
Hypothesis 2: Maturity Current maturity Target maturity \

measured as a profile profile profile

Hypothesis 3: Maturity
measured at category level

>‘ Category

Procurement
Out of scope for this study & company

performance

Figure 34: Updated framework after case studies

Moreover, the analysis in Sections 8.1.2 (Cross-case and unique contingencies) and 0
(Procurement maturity archetypes) enables the aggregation of archetypes into a high
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level overview, by summarising key relationships and similar or opposite contingencies
(as demonstrated in detail in Section 0).

Table 74 provides an overview of the key contingencies identified and their influence
on maturity areas. It does not show the detailed influence on maturity topics, but
rather indicates to what extent the contingency requires following traditional ‘best
practices’ advocated in the academic literature. These traditional best practices are
related to the original maturity model used for the case studies and include topics such
as centralisation of the procurement function, standardisation of contracts, increasing
the use of global suppliers, and developing long-term plans and strategies. On the
other hand this research also highlights that some contingencies require a lower level
of traditional best practices, but a higher focus on flexibility (e.g. in risk management
approaches), creativity (e.g. in contract terms) or local suppliers to ensure the
relationship and communication. The colour legend also shows the extent to which
this relationship is supported from the case studies (i.e. a darker shading indicates the
relationship was supported in more cases/interviews, whereas a lighter shading

indicates the relationship was supported in fewer cases/interviews).

It can be seen that whilst most relationships are positive (i.e. indicating a higher
requirement for best practices), some contingencies also require less use of best
practices. There are also multiple fields where no relationship was found between
contingencies and maturity areas, which could equally indicate a lower requirement
for best practices. However, it could equally indicate that interviewees just did not
think about this relationship, or that other contingencies were more important. The

white areas thus have to be considered carefully.

Table 74 only shows archetypes against the original maturity model used for the case
studies, but as such it provides an initial indication to both academic research as well
as practitioners as to where best practices could be more or less useful. These factors
have been taken into account for the updated maturity model (see Appendix B Final
contingency-maturity model (after case studies)), which does not only rely on
traditional best practices, but also includes elements such as flexibility as well as the

contingencies that require higher or lower levels for each of these topics.

-224 -



Discussion

Development of the conceptual model

Table 75: Mapping of contingencies’ influence on the maturity topics across More BP three cases

Colour legend:

More focus on traditional ‘best practices’ (BP), e.g. standardisation, centralisation, globalisation etc.

Less focus on traditional ‘best practices’ (BP), e.q. flexibility, creativity, localisation etc.

The shading (depth) of the colouring indicates the support provided in case studies (i.e. darkest if in all three cases,

lighter if in fewer c

UoA Contingency type

Product
characteristics

ases / interviews)

Contingency

Product criticality

Strategy and
planning

More BP ‘

Product complexity

Product standardisation

More BP

Product customisation

IAbility to forecast

More BP

nability to forecast

Organisation
and
controlling
More BP

Status and
involvement

More BP

Sourcing and
supply base

mgmt.
More BP

More BP

More BP

More BP

More BP

More BP

More BP

More BP|

More BP|

Product

Service users

LLocal service requirement

Supply base

Size of supply base (large)

[Size of supply base
(small/limited capacity)

Supplier availability (local)

Supplier
characteristics

Supplier

Supplier criticality

IDependence on supplier

LLacking supplier capability

Small suppliers

Supplier relationship

ICategory
characteristics

Direct categories

Indirect categories

More BP

Category

Stakeholders

Business has clear priorities

More BP

More BP

Less BP

More BP

More BP

Less BP

More BP

I Vo sP

More BP

More BP

More BP

?

More BP

Less BP

ICost pressure

More BP

Local users of service
(customer/stakeholder
relationship)

ICustomer/stakeholder
requirements

\Working with difficult
stakeholders

More BP

Less BP

Less BP

Working with
lengineering/in a technical
area

Procurement
context

Comp
any

Organisational complexity

More BP

More BP

Regulatory
requirements

Industry

Regulatory requirement

More BP

Regulatory requirement -
local supply

More BP

More BP|\[eJ{=H:H

More BP

More BP

Individual
purchase

Situation

Enough time available

INew product/supplier

Time pressure/emergency
situation

Less BP

Personal situation

[Training requirement

More BP

More BP  More BP

More BP

More BP|
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10 Conclusion

10.1 Conclusion on research and contribution

This research has differed considerably from previous studies conducted in the field of
procurement maturity. In spite of using three hypotheses to guide the research, it
followed a more inductive approach, attempting to learn from category managers’
experiences rather than only testing predetermined hypotheses. This has resulted in

several contributions that add to the existing fields of literature.

10.1.1 Contribution to theory

This research contributes to theory in four key areas:

1. It clearly demonstrates that higher maturity is not a goal in itself, but that
target maturity profiles are dependent on contextual contingencies. These
contingencies work at different units of analysis (industry, company, category,
product, supplier and situation)

2. It provides an improved understanding of procurement maturity,
demonstrating that maturity models should include contextual contingencies,
and that they should be measured as a profile (i.e. with an individual score for
each topic rather than an average score for the function), and at category level
rather than functional level

3. It provides an updated contingency procurement maturity model, which
includes both deductive elements from the initial development from existing
literature, and inductive elements from the three in-depth cases

4. It provides an improved understanding of procurement strategic alignment, as
a more tacit concept instead of the procedural concept currently used in

academic literature

For procurement researchers, this indicates a requirement to place more emphasis on
the applicability and indeed the generalisability of their findings — not only in
procurement maturity, but also when researching ‘best practices’ such as supplier
relationships. This research does not question or undermine the importance and
benefits of these best practices, but raises the question as to the circumstances under’

which they should be applied.
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For procurement lecturers this research stresses the importance of considering context
in teaching. It is important that we equip students not only with the ‘right’ tools, but

also teach under which circumstances they should be applied — or not applied.

These contributions are discussed in more detail in the following sections.

10.1.1.1 Maturity profiles are contingent upon contextual contingencies

Firstly, all three cases highlight that the target maturity profile is contingent upon
several contextual contingencies. This finding moves beyond current academic
literature and in fact contrasts with the large majority of literature, which generally
defines procurement maturity as the overall sophistication of procurement at a
functional level (Rozemeijer et al., 2003) based on the assumption “that greater
maturity is associated with better performance” (Schiele, 2007, p. 274). This assumes a
functional unit of analysis and a generic requirement to improve across all maturity

topics (aggregate measure) to the same extent.

Some academic studies have started to consider contingencies to procurement. For
example, this research aligns with David et al.’s (2002) finding that procurement
centralisation is contingent upon the firm strategy, in that a cost strategy is well
aligned with a centralised structure, whereas a differentiation strategy is better
supported by a decentralised structure. However, this research also identifies product
standardisation, product criticality, the customer/stakeholder relationship, lacking
supplier capability and the supplier relationship, as additional contingencies to
centralisation. This research also moves beyond only considering centralisation, but
considers a collection of procurement tactics to review their key contingencies. These
tactics are combined in a maturity model based on existing literature, thus covering all
key topics currently considered important for procurement (see the development of

the original maturity in Section 3.4.2.3 Maturity model development).

Further, this research supports Gonzales-Benito’s (2007) and Baier et al.’s (2008)
argument for contingency theory’s premise that purchasing can only support
competitive advantage if the purchasing strategy and activities are aligned with the
corporate strategy. However, this research demonstrates firstly that ‘category
strategies’ resemble a collection of tactics and therefore resemble the target maturity
profile. This study also highlights that multiple contingencies influence maturity
directly, with the corporate strategy only being one of many. Specifically, this research

identifies contextual contingencies at industry, company, category, product, supplier
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and situational level. In fact, the corporate strategy was only rarely mentioned by
practitioners, whereas key contingencies at category level were particularly the

product and supplier characteristics.

As such, this research refers back to Ellram et al.’s conclusion, after their research did
not identify the expected relationships between procurement and supply management

(PSM) best practices and performance:

“This research also adopts the widely held belief (i.e. Duffy 1999; Carr and Smeltzer 1997;
Ellram 1999) that there is a set of PSM ‘best practices’ that cut across industries and
organizations. It may be true that what is a best practice in one industry, such as supplier
alliances, may not make sense in another.” (Ellram et al., 2002, p. 12)
Whilst supporting Ellram et al.’s view that best practices are contingent on the
industry, the case studies demonstrate that contingencies exist at additional units of
analysis, i.e. the industry, company, category, product, supplier and situation. In fact,
this research demonstrates that product and category level contingencies in particular

have a strong influence on maturity across multiple topics of the maturity model.

10.1.1.2 Improved understanding of procurement maturity
This research also investigates the relationships between procurement practices and
contingencies, resulting in a contingent view of procurement maturity that requires a

different application of procurement maturity models.

First, this research highlights the importance of contextual contingencies for
procurement maturity. This is not something that has been considered in previous
procurement maturity literature. Ellram et al. (2002) were the first to refer to
contingencies as a possible reason when their research did not support the expected
relationship between higher maturity and better performance. However, their thought
seems to have gone largely unnoticed in the field — or in any case, this was not

developed further in later research.

Further, the majority of contingencies identified were at units of analysis below the
functional level (i.e. category, product, supplier and situation). To include these
contingencies, the unit of analysis for procurement maturity should be the category
level, instead of the functional or company level, which is usually used in procurement
maturity research. Whilst these lower-level contingencies could also indicate that
maturity should be measured at an even lower level of maturity, this would create a
lot of additional work, where category seems to be a good compromise of the required

level of detail and a feasible level of analysis.
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The literature review only identified two papers, which use the purchasing category or
segment as their unit of analysis. Moreover, where differences are detected between
categories, authors do not conclude that this could indicate that a different approach
to procurement maturity is required. Instead, they claim that the “consistent
implementation and execution of purchasing strategy is of paramount importance”
and that asymmetric purchasing strategy and practice “may be a common problem”
(Deasy et al., 2014, p. 26), thus again calling for higher alignment between categories

instead of allowing for contextual differences.

Finally, the measurement for procurement maturity should be a profile to enable the
identification of which topics are important under which contextual circumstances.
Whilst this is not the first research to use a profile instead of an aggregate maturity
measure (35% of previous papers have been found to use profiles as well), profiles
were often used to achieve higher intra-category alignment rather than to investigate
the difference. For example, Beukers et al. (2006) base their target profile on the
highest maturity score per segment in order to achieve higher intra-segment
congruence. This research therefore moves away from the assumption that higher
generic maturity levels result in better performance (Schiele, 2007) and instead
stresses that categories should seek to identify the relevant topics within the maturity
model that will help them improve their procurement, since not all topics require the

same level of maturity for a given category.

It is, however, important to state here that this research does not dispute the general
relationship between higher maturity and better performance identified by previous
research. Instead it demonstrates that using a profile to measure maturity enables
further insight into how companies can increase their overall maturity level and thus

also improve their performance.

10.1.1.3 Deductive-inductive contingency procurement maturity model
As a result of the above points, this research provides an updated procurement

maturity model that can be used as a basis for further research.

This model is based on an initially deductive approach based on an extensive review of
existing literature (see also Section 3.4.2.3 Maturity model development), thus
ensuring all relevant topics are included. The model is then updated using an inductive
approach of immersion in the three cases and including the learnings from category

managers. This inductive element resulted not only in the inclusion of contingencies in
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the maturity model, but also demonstrated that an additional level of detail (additional
aspects) is required to accurately assess maturity and include contingencies. This is
different from previous research, which has predominantly focused on deductive
maturity model development (see Section 2.3.1.2 Research methods). As the final
maturity model was initially developed by aggregating existing literature, to then
include interviewee feedback, this model combines the strengths of deductive and

inductive approaches.

The inclusion of contingencies results in a new concept for procurement maturity and
a considerable shift from existing literature, since none of the identified existing
maturity models includes contingencies. Whilst this research did not look into the
relationship between maturity and performance, it does form the basis for further
research into procurement maturity contingencies, but also into the relationship

between procurement maturity and performance.

10.1.1.4 Improved understanding of procurement strategic alignment

Finally, this research also provides a new perspective on strategic alignment in
procurement. Previous research has relied on the theory of production competence to
propose a linear top-to-bottom approach, in which procurement tactics follow the
procurement strategy, which is based on the company strategy (Baier et al., 2008;
Gonzalez-Benito, 2007). This procedural understanding of alignment is generally

accepted in the literature.

Whilst both the theory of production competence and this research are based on
contingency theory, this research has demonstrated that the procedural alignment
concept is not followed in practice. Indeed, this research questions the existence of
‘category strategies’, which more closely resemble a collection of procurement

practices — or the target maturity profile.

This research demonstrates that contingency theory has to be applied in a less
structured, but more tacit manner, in that multiple contingencies apply in parallel and
may even counteract each other. Procurement tactics have to support the company
strategy, as suggested by previous literature (David et al., 2002; Narasimhan and
Carter, 1998), but they also have to align with the company’s multiple contextual

contingencies.

This alignment with contextual contingencies does not have to overrule the alighment

with the company strategy, but could instead be a different method of aligning with
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the company strategy — since many of the contingencies identified will impact both the

company strategy and procurement categories.

10.1.2 Contribution to practice

This research contributes to practice in three key areas:

1. This research furthers practitioners’ understanding of procurement maturity by
demonstrating that generic higher maturity is not necessarily better, but that
contextual contingencies determine the best practices relevant for each
category

2. Through this improved understanding, this research enables practitioners to
better identify improvement areas that will truly impact performance

3. To support this identification of performance improvements, this research
provides a contingency maturity model that can be used as a self-assessment

tool for practitioners

For category managers this research provides an initial direction to understand the
context of their category and thus identify the ‘best practices’ and tools that are
relevant to their category based on their contextual contingencies. It supports them in
developing category strategies and identifying improvement opportunities that

provide real benefits.

For functional procurement leads (in this study generally referred to as ‘head of
procurement’), this study provides a maturity model that incorporates the contextual
knowledge usually applied by consultancies. This research enables procurement teams
to assess their procurement processes and define improvement programmes, thus

using maturity models without having to pay for expensive consulting services.

These points will be discussed further in the following sections.

10.1.2.1 Further practitioners’ understanding of procurement maturity

First and foremost, this research furthers both academics’ and practitioners’
understanding of procurement maturity. By moving beyond the generic higher
maturity-better performance link, this research demonstrates that higher maturity is
not always better, but instead highly dependent on the category’s context. Explicitly,
desirable maturity levels are dependent on contextual contingencies, including

industry, company, category, product and supplier-level contingencies.
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Instead of chasing higher maturity levels at any cost (and thus potentially actually
decreasing their overall performance), this research indicates that category and
procurement managers should systematically analyse their unique context and identify

the practices that are best suited to the same.

10.1.2.2 Support identification of performance improvements

Whilst this research does not negate that at a generic higher level of maturity may be
linked to better performance, this relationship does not help practitioners identify
performance improvement opportunities. In fact, this research indicates that
generically increasing maturity levels at all cost is likely to be counterproductive, since
some topics may require a lower level of maturity to align practices with the

contextual contingencies.

This research provides a first step towards answering the question of how
procurement managers can improve performance, by providing an initial list of

relevant contingencies to be assessed as well as their impact on maturity.

In practice, procurement managers would review the list of contingencies to identify
the ones that are relevant for them and subsequently review the key contingencies’
impact on maturity. The key maturity topics identified in this way should be focus

areas for performance improvements.

10.1.2.3 A self-assessment tool for practitioners

To support practitioners, this research has developed a contingency-based maturity
model. Although some further research will be required to solidify the exact
contingencies included in the contingency-based maturity model, it still represents a
considerable move in both academia and practice. Whilst the literature review
demonstrated that some consultancies already use profiles in their maturity
assessments (e.g. Houston et al., 2012), the category unit of analysis and the clear
description of contingencies will enable procurement and category managers to assess

their own procurement practice, thus supporting the definition of category strategies.

Using the contingency-maturity model, practitioners can therefore identify

improvement opportunities following a four-step approach:

1. Current maturity assessment for each category
The first step to identify improvement opportunities is to assess the current

maturity profile for each category. Since the research demonstrated some bias
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in the self-assessments, this step should either be led by a facilitator, for
example in the form of the procurement manager leading across categories, or
categories should challenge each other in their self-assessments.

2. Analysis of contextual contingencies for each category
Each category manager should next work through the list of contextual
contingencies identified above and assess their own category. Again, the results
should be reviewed by a facilitator or other category managers to ensure bias is
minimised.

3. Target maturity assessment for each category
Based on the contingencies identified, the target maturity profile has to be
defined. This should follow the ‘higher’/‘lower’ classification provided in the
maturity model. Again, the facilitator or other category managers should
challenge each category manager’s results.

4. Critical review of results
Finally, a critical review of the results, and specifically the gap between current
and target profiles, can provide improvement opportunities for each category
and the function as a whole. If possible, this should include a cost-benefit
analysis defining both the cost of the improvement and the benefit that would
be gained for the category and the business as a whole.

As a result, the contingency-maturity model provides more independence to
procurement functions in different businesses as well as a robust approach to
performance improvement identification.

10.1.3 Generalisability

Although this research is based on only three case studies, the generalisability is
expected to be relatively high. The three cases are in very different industries,
including project procurement in an engineer-to-order environment in A&D, public
procurement in WATER and indirect procurement in BANK. These companies are very
different, not only in their industries, but also in their strategies, company and
procurement size and procurement organisational set-up. Moreover, 15 different
categories were analysed in detail across the three cases, which included both direct
and indirect procurement of very different products. Nonetheless, the findings across
categories and cases were highly complementary and supported each other, especially
in the fact that contingencies existed, but also in the contingencies identified as well as
the maturity model set-up (i.e. category unit of analysis and profile measurement).

This indicates a relatively high level of generalisability across industries. There is
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therefore no reason why the findings would not be applicable to all procurement

functions.

Moreover, the findings could potentially be applicable in other business areas.
Maturity models are widely used across supply chain but also in areas such as IT or HR.
This research has not reviewed the state of knowledge or possible contingencies for
these areas. However, it is possible that contextual contingencies are equally
important. For example, HR strategies could be dependent on the size of the business,

the qualifications required for the position or the size of the talent pool available.

10.2 Research limitations

There are some limitations to the presented research, regarding the case diversity,

maturity self-assessments and access limitations.

10.2.1 Limitations due to case diversity

The cases were specifically chosen for the diversity in industry, strategic focus and
product range. In spite of the large number of embedded units of analysis, the small
number of three cases limits the research in its external validity, thus limiting the
inferences that can be made for other companies. Moreover, whilst the case studies
support the new conceptual model, individual contingencies differ between cases,
which highlights that further research is necessary to substantiate the findings and

ensure statistical generalisability.

10.2.2 Limitations due to maturity self-assessments

Maturity assessments were based on interviewees’ subjective self-assessments. For
the current maturity level, this was reviewed by the researcher, by triangulating
interviewees’ answers with documentary evidence, but for the target maturity profile

no such secondary evidence exists.

The high level of subjectivity can be demonstrated by some of the assessments, such
as supplier evaluation in A&D. All interviewees use the same IT system, which enables
some automatic supplier evaluation and supports transactional procurement
(indicating level 2) — however, interviewees’ assessments range from level 2 to level 3.
This is also demonstrated in the differences in profiles between A&D_Function and

A&D_Capability, when both interviewees were assessing the same functional level.
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10.2.3 Access limitations

In all cases there were limitations in access to the case company, as discussed in the
individual cases. Moreover, in all three cases there were interviewees that did not fully
participate in the interview process. Usually these were functional interviewees, which
would provide initial insight into and access to the company, but not join the detailed

interviews.

10.2.4 Limitations related to contingencies identified

In spite of the large number of interviews, the study cannot guarantee that the list of
contingencies identified is conclusive. This is partially because the interviewer did not
specifically ask for contingencies to avoid biasing interviewees. Whilst this results in a
high level of robustness of findings regarding the validity of contingencies that were
identified, it limits the assessment of generalisability. The lack of mention of a
contingency does not mean that this contingency is not important to any category
manager, it just means that it wasn’t at the forefront of their mind at the time of the
interview. Hence this research can only rely on positive relationships (i.e. contingencies

that have been identified), but not on missing information in the analysis.

10.2.5 Limitations related to the maturity model developed

The limitations related to the contingencies identified also influence the maturity
model, specifically the contingencies included and the archetypes developed. Whilst
the existing maturity model clearly proves the importance of considering contingencies
in maturity, it only provides an initial indication of those contingencies that influence

maturity.

10.3 Considerations on further research

10.3.1 Further research on contingencies

Further research on contingencies is required to complete the contingencies included
in the maturity model. It should aim to fulfil two objectives: First, it should test the
completeness of the list of contingencies identified, for example in focus groups with
experts from academia, industry and consulting. This is especially important since
some contingencies identified in previous research (esp. David et al., 2002) were not

replicated in this study.
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To increase external validity future research should also test the identified
contingencies in a large-scale survey. This would provide more information on the
generalisability of contingencies by furthering the analysis on common and specific
contingencies. This research found that whilst many of the contingencies identified
were common to all three cases and are therefore likely to be generalizable to
different contexts, others were more relevant in specific contexts and for some, no

conclusions could be drawn from the data collected in this study.

10.3.2 Further development of the maturity model

Further research is also necessary to finalise the contingency-maturity model.

First, future research needs to clarify the unit of analysis used for the different
maturity topics. Whilst the analysis clearly demonstrates that many topics require
assessment at the category level, it also indicates that it may be possible to assess
some topics at the functional level (for example the definition of procurement

processes).

Further research should also develop the maturity model into a more easy-to-use tool
for procurement managers, to remove any subjectivity from the target level
assessment. This requires a comprehensive list of contingencies, which are linked more
guantitatively to maturity levels. For example, a set of questions around the type of
supply base (local vs. global availability and capability) and local service requirements

could provide a clear target level for global sourcing.

10.3.3 Further development of the maturity archetypes

Whilst the research has provided initial archetypes based on the contingencies
identified, these do not yet combine contingencies into ‘typical’ category archetypes.
Future research should, therefore, aim to further develop these initial archetypes. It
would be beneficial, especially for practitioners, to be able to identify with an
archetype and thus have with a clear indication of which target maturity level would

be required based on their archetype.

10.3.4 Maturity-performance link

The primary limitation of this research is that it could not draw any conclusions on the
link between maturity and performance. Future research should test the bottom part
of the conceptual model, i.e. the link between a smaller maturity gap and better

performance. This could be done in a large-scale survey, albeit this would still be
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subject to participants’ subjectivity. Another option would be to test the maturity gap-
performance link in a longitudinal study. This would overcome any issues related to

participants’ subjectivity, but would limit findings with regard to external validity.

Hopefully, future research will show a greater consideration of the cost of
implementing procurement ‘best practice’ and focus on providing industry with better
indications on the circumstances under which this investment makes sense (i.e. the

contingencies):

“There is no one to say that stage 4 is perfection in everything, I’'m not sure what the value
of that is... What you’d have to do for stage 4, is so much more meetings, so much more
tracking, infrastructure, people — there’s a cost to all of that and | would question the
value returned on some of that investment. The incremental value wouldn’t be greater
than what you’d be spending both in time and money and then could end up being a bit of
a distraction.” (BANK_HR)
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Appendix

Appendix A Number of references to support

contingencies to maturity topics

Table 76: Number of references to support contingencies to maturity topics

Colours indicate the number of references that support the relationship (darker blue colour = more references)

Are
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Outsourcin complexity Lower 1 0 2
= Product - Higher 0 1 0
. Ability to do
complexity Lower 0 1 0
Outsource "
Cost pressure  |Requirement Higher 0 0 1
P 9 Lower 0 0 0
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Appendix B Final contingency-maturity model (after case studies)

Maturity level

Strategy and planning

Questions for

ELELHH

How would you
describe your
sourcing strategy?

We do not define a
formal sourcing
strategy for our

Stage 2

We have a
documented sourcing
strategy for our

Stage 3

We have a
documented sourcing
strategy with defined
objectives. We have a

cross-functionally

Stage 4
Our sourcing strategy
is defined as a
roadmap, regularly
updated and includes
measurable targets.

‘ Lower

Contingency differentiation

e Less critical products
More customised
products

Higher

More critical products
More standardised
products

category category Results can be
. agreed technology . .
Strategic tracked in relation to
B roadmap .
planning strategies
We consider Any exceptions
Strategy adherence / o v P
. . individual customer Our procurement (where procurement
How would you execution differs . o Less stable /
X . requirements, but staff generally staff does not adhere e Stable / forecastable
describe your strategy depending on X forecastable .
R e generally aim to adheres to the overall to the strategy) are . categories
execution? individual customer . . categories
R adhere to the overall strategy discussed and signed
requirements .
strategy off cross-functionally
Procurement is not All procurement staff
R . We know the
informed about We are informed combany strate know the company
How well is the changes in corporate about the company and Zre\i/nformeggl/ strategy. Category
Strategic procurement strategy strategy, and the strategy and attempt about any changes strategies are derived | e Less critical products e Critical products
alignment aligned to corporate corporate strategy is to include corporate Y ges. out of the corporate o Direct categories o Indirect categories

strategy?

not considered during
the category strategy
definition

objectives in the
category strategy

Category strategies
are derived out of the
corporate strategy

strategy and regularly
updated to reflect
changes

Organisation and controlling

Organisational
structure

Is a procurement
organisation
established for your
category? Are
responsibilities
defined?

Procurement
responsible people
are named, but the

procurement

organisation is
insufficiently
established

A formal
procurement
organisation is in
place, with several
procedures defined

A procurement
organisation is
established, with a
comprehensive policy
is described and
implemented

The procurement
organisation is
continuously further
developed and
audited regularly.
More than 80% is
purchased centrally

What is the level of
centralisation of
procurement?

Procurement is fully
decentralised
through local

procurement (e.g.
project, factory,
branch, ...)

We try to set up
contracts centrally,
but local
procurement
managers can decide
whether to draw on
these or use different
suppliers

More than 50% (in
value) is purchased
centrally

We are mostly
centrally organised
(more than 80% of

value purchased
centrally)

Less critical products
More customised
products

Local users of the
service (that possibly
also own the supplier
relationship)

More critical products
More standardised
products

Where the stakeholder
or supplier relationship
is important
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Questions for

Maturity level

Contingency differentiation

ELELHH

Higher

How is the There is no The procurement
rocurement process rocurement process ) ) rocess is agreed and o Critical products
P ) P P S b We have internally The defined P . & P .
defined (across definition in place or aligned to other ® Process control is
e developed and procurement process .
product specification, procurement . . processes. We o Less critical products regulatory
. documented the is cross-functionally R . .
product selection, processes are continuously improve requirement
Procurement . procurement process accepted L
rocess contracting and documented our procurement e Complex organisation
P ordering)? insufficiently process
To what extent are The process is The process is The process is
We usually don’t P . P P e Where required from
agreed processes followed sometimes followed for the followed for almost . .
follow standard o L e Emergency situations regulators or other
followed by rocesses (less than 60% of the majority of volume all of the volume stakeholders
procurement staff? P volume) (60-80%) (>80%)
Advanced status
. . Automated control:
Routine status check: Progress is The supplier operates
How would you Action is taken when checks: The delivery controlled ‘pp P . .
. . . as an integrated part e More customised e More standardised
describe your process | theinternal customer | date is checked some throughout the R
. X . in the process (e.g. products products
control mechanisms? requests it days before expected supplier process . X
. . direct delivery to the
arrival based on earlier roduction line)
Controlling / defined milestones P
Performance Procurement
Measurement performance is Procurement
. . Procurement
. Procurement assessed according to performance is .
How is procurement ; . ; performance is
performance is not operational KPIs assessed according to
performance R X assessed based on
measured (product price and complex savings
measured? R R the complete value
consistently procurement process (TCO) and internal . I
. . . . chain contribution
cost savings, delivery, | customer satisfaction
quality)
Procurement has We are integrated
Procurement .
. . . some lose with all relevant - -
How is procurement Our category is not categories across the : ) . . . e Less critical products e More critical products
K . ) relationships with business functions
integrated cross- very integrated with company are X e Less complex or e Complex and/or
. R . product design and and work together to R X
functionally? other functions integrated and work B ) . . customised products customised products
other supply chain identify business
Internal closely together " .
. X functions opportunities
integration
. ) Tasks and
Are interfaces and There are no defined Interfaces of our S
S . ) Interfaces and tasks responsibilities are e Complex s
responsibilities interfaces between category are defined X . L e Complex organisations
. are defined and cross-functionally organisations ;
towards partner our category and and tasks are partially X . (document interfaces)
. ) . . documented agreed and (remain flexible)
functions defined? other functions described ;
coordinated

- 258 -




Appendix

Questions for

ELELHH

How is your category

We are perceived as

Maturity level

Our views are

We are recognised by
both top

Top management and
other functions

Contingency differentiation

Higher

e Critical products

Sourcing and supply base management

Status and . an important function | considered important .
L perceived by the " P R R p. management and consider us to be a o Less critical products e When working with

Recognition - ("Isolated ineffective on selected topics by . . oo
- organisation? B other functions as an vital part of our difficult stakeholders
c paper pushers") some managers ) )
GEJ important contributor corporate strategy
g We are regularly
[=] H . . . .

ow is your categor invited to meetings . !
g - your gory ) ) ne We are an integrative
S involved in board We are sometimes with other functions artin the
= meetings and/or invited to meetings and provide P
P . . We are regularly . . development of other .
3 other processes (e.g. with other functions L . information to o A e More standardised .
=] Involvement . X invited to meetings functions' strategies e Customised products
8 New Product but integration . ) support key . products
& R with other functions L and influence key
Development, depends on single decisions. We - . .
. . . decisions, including
Marketing or persons sometimes provide board meetings
Logistics/Production)? information for board &
meetings
. . The supplier selection
. . . . . The supplier selection PP .
Is supplier selection Our supplier selection | Our selection process . process is .
X . R ' process involves . . e Where supplier
carried out process is not or only is fully defined and X continuously adjusted S
. X other functions and selection is regulated
. systematically? partly described mostly adhered to . to latest
Supplier traceable decisions .
R requirements
selection

How are suppliers
selected?

Supplier selection is
based on product
price, experience and
gut-feeling

It is based on
operational priorities
(e.g. price, delivery
time and quality)

Decisions are based
on market research
and defined business
requirements

Decision criteria
include TCO (Total
Cost of Ownership)

and risk analysis

e Less critical products

e Critical products

We set up contracts

We have some

We set up standard

Most of our suppliers

How do you design Lo standard T&C’s we . .
individually for each ) ) contracts for our key are covered under o Small suppliers e Large suppliers
) your contracts? can include in our .
Commerecials / purchase suppliers standard contracts
contracts
contract - —
We use contracts to We have fixed Our contracts are e Less critical products -
management . . R e Critical products
How do you manage We avoid rigid manage the base contracts, but try to generally fixed e Customised and less o Standardised and
your contracts? contracts volume and buy ad- keep an element of volume and long- forecastable
e forecastable products
hoc for peaks flexibility term products
We have segmented We continuousl
We conduct some our su |g base update our su \Il e Critical suppliers
How would you We don’t analyse our supply market ppy P p’.J v ) pp o
Supply base X i X together with clear base segmentation - . e Where visibility is
describe your supply supply base analysis during ) . e Less critical suppliers
management information on based on regular regulatory

market analysis?

systematically

supplier selection
processes

supplier capability
and capacity

supply market
analysis

requirement
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Questions for

ELELHH

How do you manage
your supply base?

We don’t actively
manage ours supply
base

Maturity level

We follow some
supply base
management
processes for key
suppliers

We actively manage
our supply base to
ensure alignment
with our strategy

We actively manage
our supply base in
alignment with other
functions (in-/
outsourcing)

Contingency differentiation

o Large supply base
e Standardised
products

Higher

Small supply base (due

to number of suppliers,
overall capacity or
capability)

Customised products

Do you have an
international sourcing
strategy defined?

No international
sourcing targets or
strategy are currently
in place

We are pursuing
some global sourcing
initiatives, focusing
on price reduction

We have a clearly
formulated strategy
focusing on risk
spreading and/or
access to certain

Our global sourcing
strategy is aligned
with long term
business plans and

How would you
describe your supplier
network?

We work with many
suppliers

and consolidate
volumes in order to
increasing leveraging
power

We have targeted
efforts to consolidate
our supplier base

sourcing strategies,
with limited further
opportunities for
consolidation

e Customised products

Standardised products

technology roadma
S(:Ob:,I markets i P
urcin -
8 e Where local service
A large amount of our | Most of our products . .
We have some . requirement e Standardised products
To what extent to you We only source X X volume is sourced are sourced .
international . - o . . o e Where regulatory e Where local capability
source globally? locally . internationally (>50% | internationally (>80% . . X
suppliers requirements are is lacking
of value) of volume)
local supply
) We have visibility of R e Where regulaton
To what level do you We have a risk . ve v .I i We have visibility of . & . y -
o ’ A . R . risks for all tier 1 and . requirement is visibility
have visibility of risks No visibility of risk register focusing on R risks across the whole X
in the supply chain? tier 1 suppliers some second tier supply chain * Where supply base is
Risk ’ suppliers very small
management . . . W tivel Higher requirement for
. How do you manage L We include We monitor risks and € prc?ac vely * |.g' au
o We fight issues after X o manage risk through . critical products
risk in your supply contingencies into attempt to engage h ) o Less critical products )
R they occur X X . risk sharing e Where suppliers are
chain? our financial plans before issues occur : o
approaches lacking capabilities
Some ke .
- How would you , We know from " 4 The whole supplier
= . ) We don’t segment ) commodities are .
o describe your supplier - experience who our ) base is segmented to
£ . our suppliers . segmented to define . .
& segmentation? key suppliers are i define key suppliers
& key suppliers
= Supplier Some effort is made We have clearly
E relationship to reduce suppliers defined single-/dual-
()
a
Q.
=3
wv
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Questions for

Maturity level

Contingency differentiation

Higher

ELELHH

How would you
describe your supplier
relationships?

Our supplier
relationships are
mostly adversarial

Our supplier
relationships are
focused on delivery
performance

We have established
closer relationships
with some key
suppliers

Our supplier
relationships are
cooperative across
our supplier base

e Less critical products

e Less complex
products

e Less critical suppliers

e Critical products
e Complex products
e Critical suppliers /

where there is a high
dependence on the

supplier

Supplier
development

Do you visit the sites
of your suppliers
and/or perform

trainings and

Some selective visits
occur at key suppliers

Trainings and
workshops at supplier
are periodically

On demand resources
are available to
support projects,
training and

Professional
consulting, projects
and trainings take
place regularly, with
permanent on-site

e Capable suppliers
e Less critical suppliers

Critical suppliers
Less capable suppliers

workshops with your realised implementation at
suppliers? the supplier site support where
PP PP required
Procurement .
. . Key measures are Performance is - .
Is there a systematic managers individually o Less critical suppliers - .
. reported measured . e Critical suppliers
procedure for Supplier performance measure . . . e Less critical products .
. S . automatically automatically with e Critical products
supplier evaluation in is not measured performance . . o Less complex
R ! (through a central exception reporting e Complex products
place? according to defined ) products
oo system) where issues occur
criteria
Performance Supplier performance .
. : Supplier performance
Supplier . measurement focuses is measured
. How are suppliers No measures are . . measurement focuses
evaluation . on operational according to the K
evaluated? defined e on the improvement
measures (e.g. cost, contribution to .
R ) . of the full value chain
quality, delivery) organisational goals
All suppliers are .
Some suppliers are inforprged and A detailed root cause o Less critical suppliers o Critical suppliers
What feedback do There is not feedback . PP . analysis is conducted _pp pp .
. . . informed about evaluation results are ) . o Capable suppliers (no | e Less capable suppliers
suppliers receive? to suppliers . . with suppliers that . )
results discussed with ) issues) (frequent issues)
. had issues
selected suppliers
Our staff combine
What are the o e Less complex
No or very limited Our staff have strong strong procurement
procurement / Our staff have strong L products e Complex products
) L procurement / . procurement and and communication - e
- commercial skills in S procurement skills L . . ) o Less difficult o Difficult stakeholders
=2 e ) 5 commercial skills communication skills with project
T Existing skills your category? . stakeholders
7 management skills
Whatare-the-typical Lessthan20%-of staff 20-40%-of staff-have 40-60%-of staff-have Mere-than-80%-of
P Based on interviews this criterion is irrelevant for a
gualifications-of have-a-procurement a-procurement a-procurement staffhavea
. . . capable procurement manager
procurement formationandfer formation-andlor formationandfer procurement
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Questions for

Maturity level

Contingency differentiation

ELELHH Higher
fassi . n - . n . - : "
) . .
What ar.e the - Our key staff have Our staff u.nders'tands Most of our staff ) e When working with
technical No or very limited the engineering K . e When not working . . .
have an engineering engineering or in a

(engineering) skills in
your category?

engineering skills

basic technical
understanding

requirements in the
category

background

with engineering

technical area

Training and
development

How are procurement
professionals trained
to develop their
skills?

No systematic
procurement training
or talent
development
program in place

Some basic
procurement training
(under 5 days/year).

No systematic
determination of
training requirements

Individual
determination of
training needs,
focusing on internal
courses (between 5
and 15 days/year)

Individually optimised
training, following a
company-wide
standard combining
internal courses,
external programmes
and job rotation
(more than 15
days/year)

e More regulated
business area

e Where individual
category managers
have less experience or
specific training
requirements

Information

technology

IT systems

To what extent are
your procurement
processes supported
by information
technology?

IT systems (if any)
support generic
administrative
processes, the
procurement runs via
traditional channels
(telephone, fax)

IT systems are
directed towards the
automation of
transactional
processes (procure to
pay)

IT systems focus on
the automate the
internal processes
(RFPs and supplier
evaluation) and
support e-tendering
and e-auctioning

The (fully) automated
procurement
processes are

integrated with the
organisation and
supplier’s processes
(e-procurement and
business intelligence)

e Customised products

e Fast-moving, standard
products

Note: Outsourcing has not been included in the updated maturity model, due to the discrepancies in commentary as to when to insource / outsource
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