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Abstract 

 

The increased competition has forced companies to understand the strategic importance of their business processes 

such as procurement processes. In order to ensure operational excellence, competitiveness and cost-effectiveness of 

their processes, many companies are standardizing their business processes. Previous researches indicate that 

companies can achieve many kinds of benefits by conducting Business Process Standardization (BPS). Still, it is 

useful and often necessary to maintain also some variability in business processes. The optimal trade-off between 

uniformity and variability determines the extent of standardization and depends on the internal and external 

environment. 

 

This research has been conducted in a case company that has recently merged with another company. In order to gain 

synergy benefits also at process level, case company’s Operational Procurement is aiming at standardizing working 

methods and practices related to purchase-to-payment (P2P) process and purchasing methods. As a part of 

simultaneous P2P process review, this research focuses on cross-country standardization of working methods and 

practices.  

 

The research has been carried out using constructive approach. At the beginning of research, previous literature 

concerning Business Process Management (BPM), BPS and managing of operational procurement process is 

presented. Then, based on the workshops, recap meetings, interviews and quantitative analysis, the most important 

cross-country differences in working methods and practices are recognized. By applying and combining the findings 

of literature research with empirical data, this research analyses identified differences further and determines the 

appropriate extent of standardization. In order to achieve desired level of standardization, this research proposes 

concrete standardization activities that should be conducted in case organization. 

 

During empirical research, a great number of cross-country differences were identified. Thus, as a result of this 

research, many recommendations for actions are presented for case company. By conducting recommended 

standardization activities, case company’s Operational Procurement is able to eliminate three kinds of deficiencies: 

process waste, lack of systematic procedures and guidelines, and limited utilization of ERP systems. Three kinds of 

recommendations were given: proposals for changing the way of working or thinking, proposals for making changes 

in the ERP systems, and proposals for conducting more detailed researches.  

 

By utilizing the results and recommendations of this thesis, case organization can standardize its operational 

procurement process and improve the process performance for instance in terms of efficiency, quality, transparency, 

uniformity and consistency. Since the internal and external environment has a great influence on appropriate extent of 

standardization, the findings of this research are not generalizable as such. However, the basic structure of this study 

can be applied in other organizations that are aiming at standardizing their business processes. 

Additional Information 

Keywords: Business Process Management, Business Process Standardization, procurement, operational procurement 

process 
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Tiivistelmä 

 

Lisääntynyt kilpailu on pakottanut yritykset ymmärtämään liiketoimintaprosessiensa kuten hankintaprosessien 

strategisen merkittävyyden. Varmistaakseen prosessiensa operatiivisen erinomaisuuden, kilpailukyvyn ja 

kustannustehokkuuden, monet yritykset standardoivat liiketoimintaprosessejaan. Aikaisemmat tutkimukset osoittavat, 

että liiketoimintaprosessien standardoimisella voidaan saavuttaa monenlaisia hyötyjä. Kaikesta huolimatta on 

hyödyllistä ja usein välttämätöntä säilyttää myös jonkin verran vaihtelevuutta liiketoimintaprosesseissa. Optimaalinen 

kompromissi yhdenmukaisuuden ja vaihtelevuuden välillä määrittää standardoinnin laajuuden ja riippuu 

organisaation ulkoisesta ja sisäisestä ympäristöstä. 

 

Tämä tutkimus on toteutettu kohdeyrityksessä, joka on vastikään fuusioitunut toisen yrityksen kanssa. Saavuttaakseen 

synergiahyötyjä myös prosessitasolla, kohdeyrityksen operatiivinen hankinta pyrkii standardoimaan 

työskentelymenetelmiään ja -käytäntöjään P2P (purchase-to-payment) prosessiin ja hankintamenetelmiin liittyen. 

Osana samanaikaisesti toteutettavaa P2P prosessin tarkastelua, tämä tutkimus keskittyy työskentelymenetelmien ja -

käytäntöjen standardoimiseen maiden välillä. 

 

Tutkimus on toteutettu konstruktiivisen tutkimusotteen avulla. Tutkimuksen alussa esitellään aiempaa kirjallisuutta, 

jossa käsitellään liiketoimintaprosessien johtamista ja standardoimista sekä erikseen operatiivisen hankintaprosessin 

johtamista. Tämän jälkeen hyödynnetään työpajojen, yhteenvetopalaverien, haastattelujen ja kvantitatiivisen 

analyysin avulla kerättyjä tietoja ja tunnistetaan merkittävimpiä maiden välisiä eroja työskentelymenetelmissä ja  

-käytännöissä. Soveltamalla ja yhdistelemällä kirjallisuustutkimuksen löydöksiä empiiriseen aineistoon, tunnistettuja 

eroja analysoidaan pidemmälle ja määritellään asianmukainen standardoinnin laajuus.  Halutun standardointitason 

saavuttamiseksi tämä tutkimus antaa suosituksia konkreettisista toimenpiteistä, jotka tulisi toteuttaa 

kohdeorganisaatiossa. 

 

Empiirisen tutkimuksen aikana tunnistettiin suuri määrä maiden välisiä eroavaisuuksia. Tämän vuoksi myös 

tutkimuksen tuloksena kohdeyritykselle esitettäviä toimenpide-ehdotuksia on lukuisia. Toteuttamalla suositellut 

standardointitoimenpiteet, kohdeyrityksen operatiivinen hankintatoimi voi poistaa kolmenlaista vajavaisuutta: 

prosessin hukkaa, systemaattisten menettelytapojen ja ohjeistusten puutetta, sekä ERP järjestelmien riittämätöntä 

hyödyntämistä. Kohdeyritykselle annetaan kolmenlaisia suosituksia: suosituksia työskentely- ja ajattelutapojen 

muuttamiseksi, suosituksia ERP järjestelmään kohdistuvista muutoksista, sekä suosituksia tarkempien tutkimusten 

toteuttamisesta. 

 

Hyödyntämällä tämän tutkimuksen tuloksia ja annettuja suosituksia, kohdeorganisaatio voi standardoida operatiivista 

hankintaprosessiaan ja parantaa prosessin suorituskykyä esimerkiksi tehokkuuden, laadun, läpinäkyvyyden, 

yhtäläisyyden ja johdonmukaisuuden suhteen. Koska organisaation sisäisellä ja ulkoisella ympäristöllä on suuri 

vaikutus asianmukaiseen standardoinnin laajuuteen, tämän tutkimuksen tuloksia ei voida yleistää sellaisenaan muihin 

organisaatioihin. Tutkimuksen perusrakenne on kuitenkin sovellettavissa muissa organisaatioissa, jotka pyrkivät 

standardoimaan liiketoimintaprosessejaan.  

Muita tietoja 

Avainsanat: liiketoimintaprosessien johtaminen, liiketoimintaprosessien standardoiminen, hankintatoimi, 

operatiivinen hankintaprosessi 
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1 INTRODUCTION 

Over recent decades, companies have understood the strategic importance of their 

business processes and applied BPM to improve and redesign these processes 

(Rosenkranz et al. 2009). A wide range of different BPM approaches have been utilized 

to ensure competitive as well as fast, flexible and cost-effective workflows in 

companies’ critical processes (Schäfermeyer et al. 2010). Current economic climate and 

increased competition is demanding a focus on operational excellence and cost-

effectiveness. On this account, many organizations are conducting BPS in order to 

streamline, automate or outsource their processes. (Rosenkranz et al. 2009) 

The increasing competition and cost pressures have forced companies also to 

concentrate on their own core competences. It has increased the outsourcing and 

organizations purchase more parts and services from external suppliers (Iloranta & 

Pajunen-Muhonen 2008, p. 48-49). Accordingly, the importance and economic 

significance of procurement and supply chain management has increased making them 

one of the company’s key business drivers. Because of the changed role of procurement 

and supply chain management, companies should leave the traditional functional 

orientation behind and concentrate on managing the processes. (van Weele 2010, p. 18)  

In general, there are many novel researches on BPS. Many of these studies focus on 

identifying potential benefits that can be achieved through standardizing business 

processes. Münstermann and Weitzel (2008) summarize that process standardization 

generates value for instance by improving process performance through reducing 

process cycle time, improving process quality and increasing process performance 

measurability. Despite many identified benefits of standardization, it is also important 

and necessary to maintain some variability in business processes. This trade-off between 

uniformity and variability determines the extent of standardization and depends on 

different contextual factors such as cultural and geographic differences. (Romero et al. 

2015b) The standardization in the area of procurement is not a widely researched issue. 

One of the few researches was conducted by Sanchez-Rodriguez et al. (2006), who 

conclude that standardization of materials and purchasing procedures has a significant 

positive effect on company’s purchasing and overall business performance.  
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The case company of this research is applying its common management philosophy, 

SSAB One, to manage and develop procurement processes. Although the management 

philosophy is based on SSAB’s own history and convictions, it strongly utilizes the 

principles of lean. According to Chen & Taylor (2009), lean process management aims 

at improving the flow of the system by removing waste and emphasizing value adding 

steps of the process. Since high level of variation hides the waste, lean organizations can 

standardize working methods in order to make it easier to identify and eliminate waste 

(Anupindi et al. 2012, p. 286-287). Thus, standardization and determining normal state 

for working methods enables companies to detect deviations and continuously improve 

their business processes such as procurement process. This study concentrates on 

analyzing the case company’s operational procurement process and the factors that 

determine the extent of appropriate process standardization. 

1.1 Research Objectives and Research Questions 

SSAB merged with Rautaruukki in summer 2014. After that, the new company has been 

searching for potential synergy benefits. At process level, case company aims at 

improving the process efficiency by determining the normal state for working methods. 

This Master’s Thesis studies the management of case company’s operational 

procurement process and different purchasing methods. Because of various reasons such 

as different ERP (Enterprise Resource Planning) systems, many different locations and 

personal differences, there are several differences in working methods and practices 

between countries, sites and individuals. The objective of this study is to identify the 

most important cross-country differences in the case company’s P2P process and find an 

optimal balance between standardization and useful variation. To meet this objective, 

following research questions are answered: 

I. How should companies manage and develop their operational procurement 

processes? What is the role of standardization in successful process 

management? 

II. What different factors company has to consider when standardizing its 

operational procurement process? 

III. How do the working methods and practices of case company’s operational 

procurement vary between countries? 
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IV. How should case company’s Operational Procurement standardize the working 

methods between countries? What kind of short-term and long-term 

improvements can be achieved by standardization? 

1.2 Structure of the Research 

This Master’s Thesis consists of six chapters that are divided into four sections: 

introduction, literature research, empirical research, and conclusions. The structure of 

Master’s Thesis is illustrated in Figure 1.  

 

Figure 1. Structure of Master’s Thesis. 

The first section is introduction that describes the background of the research. In this 

chapter, research objectives and research questions are determined and the structure of 

study is presented. The second section is literature research, the purpose of which is to 

provide a basic understanding on theory related to empirical research. Chapter is 

Introduction 

 Background of the research 

 Research objectives and research 

questions 

 Structure of research 

Literature Research 

 Business Process Management 

 Operational Procurement 

 Synthesis 

Empirical Research 

 Research methodology 

 Current state analysis 

 Difference analysis 

 Recommendations 

Conclusions 

 Key results and practical implications 

 Scientific implication and suggestions 

for further research 

 Critical evaluation 

Research question II 

 I 
 Research question I I 

I 

Research question IV 

 

Research question I

 I 
 Research question I I 

I 

Research question III

 I 
 Research question I I 
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divided into three subchapters, first of which describes the BPM and especially the 

standardization of business processes. The second subchapter describes the concept of 

procurement concentrating on operational procurement process. Literature research ends 

with synthesis chapter combining these two theoretical areas together. Furthermore, it 

provides answers for research questions I and II. 

The third section of thesis is empirical research that consists of three chapters. Chapter 

three describes the methodology used to conduct empirical research. It includes the 

description of research environment and presents the methods and techniques used in 

data gathering and analysis. The fourth chapter illustrates the current state of 

Operational Procurement in case company. It begins with a short description of the 

cultural background of the thesis, connecting case company’s common management 

philosophy with the literature research. Additionally, it includes a description of current 

operational procurement process as well as identification of differences in working 

methods and practices between countries. In following chapter 5, different practices are 

compared and analyzed further. Based on empirical and theoretical research, 

recommendations are presented for case company.  

The last section and chapter of this study, Conclusions, illustrates the most important 

results and conclusion of the research. Research questions III and IV are answered in 

this section. Moreover, the scientific implications are discussed, suggestions for further 

research are presented, and the critical evaluation of research is conducted. 
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2 LITERATURE RESEARCH 

This chapter introduces basic theory related to empirical research. Chapter 2.1 presents 

the concept of BPM, focusing on the standardization of business processes. Chapter 2.2 

discusses the concept of procurement and presents theoretical operational procurement 

processes. Synthesis chapter 2.3 combines the theory of BPM and operational 

procurement, answering the research questions I and II. 

2.1 Business Process Management 

This chapter begins with defining the concept of process and describing different types 

of processes. To get an overview of BPM, subchapter 2.1.2 describes the seven 

principles of BPM. The rest of this chapter focuses on describing standardization of 

business processes and illustrating the concept of Business Process Standardization, 

including contextual factors affecting BPS, extent of standardization, and the effect of 

BPS on business performance. 

2.1.1 Process Definition 

Process is a value-adding activity or group of value-adding activities that takes an input 

and provides internal or external customer with an output. Processes add value to 

organization’s resources and provide definitive results.  (Harrington 1991, p. 9) In 

processes, organization uses its resources in a reliable, repeatable and consistent way in 

order to achieve its goals (Zairi 1997). According to Zairi (1997), Bulletpoint (1996) 

emphasizes that there are four certain characteristics that each process should have: 

1. predictable and definable inputs 

2. a linear, logical sequence of flow 

3. a set of clearly definable tasks or activities 

4. a predictable and desired outcome or result. 

Figure 2 illustrates how the concept of process is connected with the concepts of inputs, 

outputs and operations. Process inputs are combination of organization’s resources that 

consist of human resources, capital, purchased materials and services, land and energy. 
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There are also two special types of input: input from customers and information from 

performance. Organization’s resources pass through operations (numbered circles) 

where processes are performed. The arrows represent process flows that depend on 

varying job or customer requirements. Operations can be omitted, added or executed in 

different order depending on these requirements.  The purpose of processes is to provide 

outputs to internal or external customer. These outputs can be either tangible products or 

intangible services. (Krajewski et al. 2013, p. 24-25) 

 

 

 

 

 

 

 

Figure 2. Processes and operations (adapted from Krajewski et al. 2013, p. 24). 

According to Krajewski et al. (2013, p. 25), two major types of processes are 

manufacturing processes and service processes. The most important differences between 

these two process types are the nature of their outputs and the degree of customer 

contact. Manufacturing processes take materials as input and converts them into 

physical and tangible goods. These processes have low degree of customer contact since 

the actual process requires a little information from final customer. Of course 

organizations can utilize for example indirect information from market surveys when 

they are scheduling their production. As for service processes, the most important input 

is human resources that are exploited to produce intangible, perishable outputs. The 

degree of customer contact is high and customer may even participate in process itself 

or closely interact with service provider. (Krajewski et al. 2013, p. 25-26) 
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From the supply chain point of view, processes can be divided in two categories: core 

processes and support processes. Core processes are processes that create and deliver 

value for external customers.  This category includes for example supplier relationship 

processes, new service or product development processes, order fulfillment processes 

and customer relationship processes. Support processes are processes that create and 

deliver vital resources, capabilities and inputs, which are needed in core processes. For 

example Human Resources and Accounting functions include many support processes 

that are essential for the core processes and thus, to the management of the business. 

(Krajewski et al. 2013) 

2.1.2 Principles of Business Process Management 

Elzinga et al. (1995) define Business Process Management as a continuous, systematic 

approach that aims at improving the quality of products and services by means of 

analyzing, improving, controlling and managing business processes. Alternatively, Zairi 

(1997) defines BPM as follows: 

BPM is a structured approach to analyze and continually improve fundamental 

activities such as manufacturing, marketing, communication and other major elements 

of a company’s operation. 

To be able to understand BPM one has to understand the difference between terms 

business process and work process. Camp (1995, p.7) describes that work processes are 

entirely controlled by one function and they can be improved as such. Business 

processes are cross-functional and they are usually the most critical to the success of the 

company. If company aims at improving work or subprocesses within one function it 

should have equal emphasis on business process improvement too. If business processes 

are not considered enough, that may lead to sub optimization and it is impossible to 

achieve major improvements. (Camp 1995, p. 7) BPM is an analytic framework that 

helps to break the traditional thinking focusing on functional units and focus on cross-

functional business processes instead (Hammer 1996).  

Lee and Dale (1998) summarize previous definitions of BPM and identify four main 

features of BPM: (1) structured, (2) analytic, (3) cross-functional and (4) continuous. 

Utilizing these four features and previous definitions, BPM can defined as a structured 
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and analytic approach that focuses on continuous improvement of cross-functional 

business processes. 

Zairi (1997) proposes a set of rules, according to which the BPM should be governed. 

These rules, that is to say principles, are presented in Table 1. The table also shows the 

five principles identified by Lee and Dale (1998) that support the BPM. These 

principles comply with rules by Zairi (1997). The principles and rules of Zairi (1997) 

and Lee and Dale (1998) have been combined and modified to create a new set of BPM 

principles that are utilized in this Master’s thesis. These principles will be described 

more accurately in following paragraphs. 

Table 1. Comparing the Principles of Business Process Management. 

P
ri

n
ci

p
le

s/
R

u
le

s 

This research Zairi (1997) Lee & Dale (1998) 

Documentation Mapping and 
documentation 

Documentation 

Rely on systems and 
documented 
procedures 

Involvement   Pervasiveness 

Ownership 

Focus on customers Focus on customers   

Measurement Performance 
measuring 

Measurement 

Inspection 

Continuity Continuous approach   

Inspired by best 
practices 

Inspired by best 
practices 

Culture change Approach for culture 
change 

Process Documentation 

The first principle of BPM includes mapping and documentation of business processes 

and their subprocesses. In order to ensure successful BPM, Zairi (1997) proposes that 

major activities of business processes should be properly mapped and documented. 

Process documentation is important because it helps to develop a common 

understanding and agreement within employees on what the process actually is and 

what it is doing (Elzinga et al. 1995). Documentation should also support the needs of 

process participants and link processes to its customers (Lee & Dale 1998). Well 
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documented procedures together with systems ensure discipline, consistency and 

repeatability of quality performance (Zairi 1997). 

The principle of process documentation connects BPM with the concept of Knowledge 

Management. Firsts of all, process documentations should be able to converse the tacit 

knowledge of employees into explicit knowledge. (Ungan 2006) Second, company 

should pay attention to nomenclature used in process documentation. Same process 

documents are utilized in different locations and all employees should have common 

understanding on processes (Manrodt & Vitasek 2004, Ungan 2006). Third, to ensure 

successful organizing, storing and reusing of process knowledge, it should be organized 

in a standard form utilizing metadata schema (Ungan 2006). 

Involvement 

Hung (2006) divides people involvement in two components: executive commitment 

and employee empowerment. These two components have a positive impact on 

organizational performance. In their research Pickering and Matson (1992) present that 

employee empowerment can be improved by building an organizational culture and 

climate where people feel they can actively participate and influence the development of 

the organization. In order to get all its employees involved in BPM, organization should 

ensure that people across the organization have common understanding on the BPM 

principles (Lee & Dale 1998). 

As for the executive commitment, it has always played an important role when there is 

any kind of organizational change (Hung 2006). According to Elzinga et al. (1995), top 

management and in-process employees usually have positive attitude to BPM efforts 

while there may be some resistance from the middle management.  

Trkman (2010) instructs that one good way to increase the crucial commitment of 

middle management is the appointment of process owners. When company has 

identified its processes, they should be allocated to process owners. Although business 

processes are cross-functional, there should be an appointed owner for each process. 

(De Toro & McCabe 1997, Lee & Dale 1998). Process owners are responsible for 

mapping and documenting processes, reviewing process performance, identifying 
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potential performance problems and managing and improving the process across the 

functional units (De Toro & McCabe 1997).  

Focus on Customers 

The purpose of processes is to deliver value to the internal or external customer by 

providing desired outputs (Krajewski et al. 2013, p. 24-25). BPM is an approach that 

focuses on customer through creating horizontal linkages between key activities (Zairi 

1997) aiming at cross-process integration (Lee & Dale 1998). Processes are designed 

and managed from the customers’ perspective to maximize the value for customer (Lee 

& Dale 1998).  

Performance Measurement 

To ensure sustainable and continuous improvement, it is crucial to measure business 

process performance continuously (Trkman 2010). On this account, successful BPM 

demands that process measures are identified for each process. These measures should 

be taken in critical steps of the process and can be classified for example into cost, 

quality and time parameters. (Lee & Dale 1998) 

The purpose of measuring process performance is to ensure that customer requirements 

are met, errors are prevented, variability is reduced, cycle time is improved and 

productivity is increased. It is process owners who are responsible for continuously 

monitoring process performance as well as identifying and eliminating possible 

performance gaps and unnecessary variation. (Lee & Dale 1998) 

Continuous Process Improvement 

It is very important to understand that BPM is not just a one-time project but a 

continuous effort aiming at constantly improving organizations business processes 

(Trkman 2010). BPM is an approach that is utilized to continuously optimize 

company’s processes through solving emerging problems and reaping out extra benefits 

(Zairi 1997). Most authors emphasize the continuity of BPM (e.g. Elzinga et al. 1995, 

Zairi 1997) but BPM initiatives include any that aim at improving the process 

performance (Hung 2006). In addition to supporting modest incremental changes via 
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continuous process improvement it enables also more radical improvements of business 

processes (Elzinga et al. 1995, Hung 2006). 

Krajewski et al. (2013, p. 128-129) separate two different strategies for process 

improvement: process reengineering and continuous process improvement. These two 

philosophies are complements to each other. Process reengineering aims at quantum 

leap in process development by conducting radical and fundamental changes in process 

design. Focusing on reinventing and radical thinking instead of incremental 

improvement may result in substantial improvement of performance in terms of cost, 

quality, service, and speed. However, process reengineering is usually difficult to 

conduct; it may need major changes in organization, and may require large investments 

especially in information systems. (Krajewski et al. 2013, p. 128) 

From the BPM point of view, the more common is to concentrate on more incremental 

process improvement. It means that organization systematically studies its processes 

and activities trying to find opportunities for improvement.  Effective process 

improvement requires that organization really understands its processes. (Krajewski et 

al. 2013, p. 129) Figure 3 presents the principles of continuous Business Process 

Improvement (Harrington 1991, p. 248-249). 

 

Figure 3. Principles of continuous business process improvement (adapted from 

Harrington 1991, p. 249). 
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As one can see from figure above, management leading an unending change process 

that aims at continuous improvement holds the wheel together and creates a body for 

continuous business process improvement. The purpose of this continuous change 

process is to ensure that organization’s resources are used in most efficient and effective 

way. The spokes of the wheel represent the principles that are needed to achieve 

continuous improvement. (Harrington 1991, p. 248-249) 

Best Practices 

Zairi (1997) emphasizes that BPM should be inspired by best practices to ensure that 

company’s business processes are competitive. O’Dell and Grayson (1998) define best 

practice as “any practice, knowledge, know-how, or experience that has proven to be 

valuable or effective within one organization that may have applicability to other 

organizations”. As for Bretschneider et al. (2005) they emphasize that best practice 

should be better than any alternative course of action and using this practice should lead 

in better outcome than using alternative practices.  

Benchmarking is a commonly used method to systematically learn from other 

organization with a view to adapt knowledge and information that can be utilized to 

develop own performance and competitiveness (Andersen & Pettersen 1996). Company 

can measure its processes against other organizations and find best practices to adapt 

(Zairi & Leonard 1994).  

As presented in Table 2, Fong et al. (1998) summarize previous classification schemes 

for benchmarking and determine eleven benchmarking types based on three 

classification factors or levels. When talking about the nature of benchmarking partner, 

there are five benchmarking types: internal, competitor, industry, generic, and global. 

With reference to content of benchmarking or what is being benchmarked, four 

benchmarking types can be identified: process, functional, performance, and strategic.  

Third classification level is the purpose for the relationship between benchmarking 

partners. Depending on the inter-organizational relationships, company can choose 

whether they use competitive or collaborative benchmarking, or combination of these 

two types. (Fong et al. 1998) 
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Table 2. Benchmarking types and their meanings (adapted from Fong et al. 1998). 

Classification Benchmarking 
Type 

Meaning 

Benchmarking 
partner 

Internal Comparing within one organization for example between different 
departments, units, subsidiaries, or countries. 

Competitor Comparing with direct competitors with a view to catch up or even 
surpass their overall performance. 

Industry Comparing with non-competitor operating in the same industry. 

Generic Comparing with an organization operating in the different industry. 

Global Comparing with an organization operating in different 
country/countries. 

Content of 
Benchmarking 

Process Focus on discrete work processes and operating systems. 

Functional Focus on comparing business functions between two or more 
organizations. 

Performance Focus on financial or operational performance measurements. 

Strategic Focus on strategic rather than operational matters. 

Purpose for the 
Relationship 

Competitive Aim at gaining superiority over others. 

Cooperative Aim at developing learning atmosphere and sharing of knowledge 

Organizational culture 

While company has good systems and well-described processes it does not directly 

result in successful BPM (Zairi 1997). To be able to improve business processes, they 

have to be changed according to identified improvement opportunities. However, that is 

not always easy. The challenge is to create a culture where people accept the changes 

that are necessary to bring about these improvements. (Anupindi et al. 2012, p. 298-

299) Resistance to change is a major barrier of successful BPM. That is the 

consequence of focusing only on the hard aspects of BPM including tools, techniques 

and IT systems. It is important not to neglect the importance of soft aspects like culture 

change and human resource management. (Lee & Dale 1998) 

According to Rosemann and Vom Brocke (2010), the purpose of organizational culture 

is to create a facilitating environment that complements the BPM initiatives. They 

regard culture as one of the BPM core elements which can be divided into five 

components. Table 3 includes a short description of each of these components. 
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Table 3. Culture as a core element of BPM (adapted from Rosemann & Vom Brocke 

2010). 

Component Description 

Responsiveness to process change Overall receptiveness of the organization to process change. 
Tendency to accept and ability to adopt process changes seamlessly. 

Process values and beliefs The role of processes in the organization's vision, mission and value 
statements.  

Process attitudes and behavior The attitude of process participants towards processes and process 
development. Willingness to comply with process design as well as 
willingness to question existing practices. 

Leadership attention to process 
management 

The attitude of senior executives towards processes and process 
management. 

Process management social networks The role of communities and social networks in business process 
management.  

2.1.3 Business Process Standardization 

During recent decades, a number of companies have applied BPM aiming to improve 

the design of their important business processes. Because of the current economic 

climate, many of these companies have focused on cutting the costs of these processes 

and improving the operational excellence through process standardization. (Rosenkranz 

et al. 2009) Many authors have studied the performance impact of BPS and suggest that 

BPS should be considered as a prime and effective tool when company wants to 

improve its business processes and overall business performance (Münstermann & 

Weitzel 2008, von Stetten et al. 2008, Wüllenweber et al. 2008, Münstermann et al. 

2010, Romero et al. 2015b). 

To be able to understand the concept of BPS, one first has to understand what is meant 

by terms standard and standardization. The most commonly used definition for 

standards has been given by ISO/IEC guide: “Standards are documents, established by 

consensus and approved by a recognized body, that provides, for common and repeated 

use, rules, guidelines or characteristics for activities or their results, aimed at the 

achievement of the optimum degree of order in a given context” (ISO 2004).  

Jang and Lee (1998) define standardization as “the degree of which work rules, policies, 

and operating procedures are formalized and followed”. De Vries (1999) goes further 

in details and proposes that standardization should be defined along four elements: the 

entities that are the subjects of standardization, sectors in which the standardization is 

applied, purpose of standardization, and people/parties that are involved in 

standardization. After comparing several previous definitions of standardization, de 



23 

Vries (1999) defines standardization as follows: “Standardization is the activity of 

establishing and recording a limited set of solutions to actual or potential matching 

problems directed at benefits for the party or parties involved balancing their needs and 

intending and expecting that these solutions will be repeatedly or continuously used 

during a certain period by a substantial number of parties for whom they are meant”. 

Münstermann and Weitzel (2008) state that process is standard when it fulfils the 

dimensions of process standardization, described in Table 4. 

Table 4. Dimensions describing process standardization (adapted from Münstermann 

& Weitzel 2008). 

Dimension Description 

Document Process How well the business process is modelled and documented? 

Modularize Process How well the business process is modularized? Is the business 
process divided into meaningful and suggestive sub-processes 
and steps? 

Isolate Specificities Does the process contain specificities only in a low number of 
process activities? 

Ensure Process Excellence Does the process represent the "best practices" or is it "best-
in-class" into the process in focus? 

Terms process standardization and BPS are mentioned in the rich literature of business 

process improvement every now and then (von Stetten et al. 2008). For example 

Harrington (1991, p. 154) defines BPS as one of the first and most important steps in 

process improvement. It it is not possible to achieve major improvements, if processes 

are not standardized and each employee is performing activities differently (Harrington 

1991, p. 154). That is why the basic purpose of BPS is to ensure that company’s 

business processes are uniform and same activities are performed in a same way in 

different locations throughout the organization (Harmon 2010, Romero et al. 2015b). 

BPS aims at improving the transparency of company’s process activities and thus 

achieving uniformity in activities across the value chain and across firm boundaries 

(Wüllenweber et al. 2008).  

BPS has its clear benefits which are analyzed more accurately in chapter 2.1.5. 

Nevertheless, it is not possible to avoid some variability between business processes and 

there are also reasons why maintaining some variability may be a benefit. When 

company is standardizing its business processes, it should decide the extent to which it 

wants to equalize its process activities. To find an optimal solution, company has to find 



24 

balance between the benefits of standardized, uniform processes and the benefits of 

maintained variability. (Romero et al. 2015b)  

Some authors use term process harmonization to emphasize this trade-off between 

global uniformity and local variability. (Romero et al. 2015b) For instance Hufgard and 

Gerhardt (2011) define that goal of the harmonization is to align similar data, functions 

or processes instead of making them completely uniform. Romero et al. (2015b) have 

identified the differences between terms process standardization and process 

harmonization and conclude that they are similar concepts but with different focus. 

Standardization emphasizes the homogenizing of processes, while harmonization 

emphasizes the optimal trade-off between benefits of standard processes and maintained 

variability. However, they also note that this difference exists only with respect to strict 

standardization, which means that all process variants are standardized and all 

differences are eliminated. (Romero et al. 2015b) From the case company’s point of 

view, the strict view of standardization is inappropriate because it is not desirable or 

even possible to standardize all process variants. That is why terms process 

standardization and process harmonization are used interchangeably in this Master’s 

Thesis.  

2.1.4 Standardization as a Key Component of Lean Process Management 

Liker and Franz (2011, p. 83) define lean as “system of philosophy, processes, people, 

and problem solving that is striving for excellence”. The long-term philosophy creates 

the foundation of lean system (Liker & Franz 2011, p. 9). The main objective of lean 

process management is to improve the flow of the system by emphasizing the value 

adding steps and removing all unnecessary waste called muda (Chen & Taylor 2009). 

Table 5 summarizes the eight wastes of lean and describes examples of how these 

wastes can emerge in service organizations and their processes. 
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Table 5. Eight wastes of lean in service operations. 

Waste Examples 

Overproduction Producing more than instantly demanded or needed  (Douglas et al. 2015) 

Unnecessary inventory Work-in-process, waiting to be handled. (George 2003, p. 12) 

Unnecessary transport Non-value-adding movement of information, data and documents (Ehrlich 2006) 

Unnecessary 
movement 

People moving more than necessary to perform the process (Douglas et al. 2015) 
In addition to physical movement, also searching for the right information (Haque & 
Chaudhuri 2015) 

Waiting Slow response time (Ehrlich 2006). Waiting for approval, authorization (Bonaccorsi et 
al. 2011) or information to be transmitted (Maleyeff 2006). 

Defects Incorrect data entries or inaccurate information provided (Ehrlich 2006). Internal or 
external errors and mistakes that cause extra work or work to be redone (Maleyeff 
2006). All work associated with identifying and correcting defects (Douglas et al. 
2015). 

Overprocessing Same activity being performed more than once. Lack of standard templates resulting 
in "reinventing the wheel" every time. (Maleyeff 2006) Performing unnecessary 
activities that add no value for the customer (Douglas et al. 2015). 

Unutilized creativity Not using the full abilities of employees (Douglas et al. 2015). Lack of adherence to 
standard procedures (Ehrlich 2006). 

The search for excellence requires that both processes and people are exceptional. Lean 

organization aims at developing exceptional people by respecting, challenging and 

growing them. The fourth principle is PDCA problem solving that consists of striving 

for continuous improvement and learning. (Liker & Franz 2011, p. 9, 27, 41) 

To improve processes, lean organization compares the current situation with ideal state 

and clarifies the performance gap. Successful processes are standardized to ensure 

continuous improvement. (Liker & Franz 2011, p. 36) Chen and Taylor (2009) regard 

standardization as a key component of the lean techniques which is necessary in order to 

enable continuous improvement. Standardization consists of both the sequence of tasks 

and how these tasks are performed. The lean approach for standardization emphasizes 

that decisions on standard working methods are not made far from workers. On the 

contrary, all employees are involved in improving and selecting common working 

methods. (Olivella et al. 2008) 

In lean environment, the purpose of working method standardization is to reduce 

process variability and enable higher level of process visibility (Chen & Taylor 2009). 

The first step in reducing variability is to specify work clearly and standardize working 

at each stage. Standardization of working methods does not only help to reduce 

variability but also makes it easier to identify waste. If the work is not standardized, 
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high level of variation in working methods may hide the process waste. (Anupindi et al. 

2012, p. 286-287) 

When company standardizes working methods it has to consider that the standardization 

is based on the set of conditions of that time. Because these conditions may change in 

the course of time, standardized working methods should not be permanent but be 

revised continuously considering the new conditions. (Liker & Franz 2011, p. 390-391) 

2.1.5 Conceptual Model of Business Process Standardization 

In their article, Romero et al. (2015b) conduct a literature review to identify contextual 

factors that determine the optimal trade-off between uniformity and variability as well 

as classify the performance indicators that can be used to measure benefits of BPS. As a 

result of their research, they develop a conceptual model of BPS. The model combines 

and explains the drivers and effects of process standardization. (Romero et al. 2015b) 

The elements of the model are illustrated in Figure 4. 

 

Figure 4. Conceptual model of Business Process Standardization (adapted from. 

Romero et al. 2015b). 

Contextual Factors 

The first part of the model consists of three different levels of contextual factors that 

determine on which extent the processes can be standardized. The external level 

includes factors of company’s business environment and external environment. 
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(Romero et al. 2015b) When multi-national firms want to standardize their global 

business processes, they have to consider various cultural and geographic differences. 

Although they want to improve performance by standardizing processes, they should 

also maintain some flexibility to be able to meet country specific requirements. 

(Manrodt & Vitasek 2004) Ang and Massingham (2007) conclude that the level of 

cultural differences strongly affects the extent of standardization. The greater the 

cultural differences, the more difficult it is to standardize processes and transfer 

knowledge across these cultures (Ang & Massingham 2007, Romero et al. 2015b). 

When the company operates its processes in different geographical locations, 

differences in regulations may cause a mandatory source of variation. These regulations 

may include for example financial regulations, taxation regimes and import/export 

regulations. (Tregear 2010) Differences in regulations definitely limit the level of 

uniformity that can be achieved in global process standardization (Romero et al. 2015b). 

Third external factor that affects the extent of standardization is power distance in 

organization. According to Moffat and Archer (2004), the power distance has an effect 

on the level of business practice integration. When the power distance is low, the level 

of business practice integration is high and supports process standardization. If the 

power distance is higher, the integration level is lower and process standardization gets 

more difficult. (Moffat & Archer 2004, Romero et al. 2015b) 

Most of the contextual factors exist in internal level which means the internal 

environment of organization. The first internal factor that Romero et al. (2015b) identify 

is the number of different locations in multi-national company. Geographical location is 

closely linked to external contextual factors such as differences in culture and 

regulations. However, company that is standardizing its processes has to consider that 

available and affordable resources may highly depend on geographical location. 

(Tregear 2010)  

Information technology and information systems play a significant role in conducting 

business processes successfully. The level of IT governance centralization has a huge 

impact on the extent of BPS. Companies that have heterogeneous IT landscapes do not 

have companywide centralized IT governance but they make decentralized local 
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decisions. They may also have different information systems in similar functional areas. 

Decentralized IT governance strongly limits the extent of standardization. On the other 

hand, decision to centralize IT governance might provide significant improvements and 

enable higher level of standardization. (Buchta et al. 2009, Romero et al. 2015b) 

Third internal factor that affects the extent of standardization is the differences in 

products and services. This factor is important to consider if the processes create, 

deliver or maintain different kind of processes and services. It may be necessary to have 

some variation in processes to be able to answer the product or service specific 

requirements. (Tregear 2010) Quintens et al. (2005) describe how this contextual factor 

influences the standardization in the purchasing context. Every action in buying process 

can be standardized in certain level but product-specific aspects may require some 

variation. The purchase of innovative, critical component cannot be as standardized as 

purchase of standard items. (Quintens et al. 2005)  

The extent and potential of standardization also depends on maturity of processes that 

are standardized (Romero et al. 2015b). The maturity of processes can be measured 

using Business Process Maturity Model (BPMM) that is an evolutionary roadmap for 

developing organizational processes. BPMM consists of five levels of maturity: Initial, 

Managed, Standardized, Predictable, and Innovating. The objective of this roadmap is to 

guide organizations to evolve its poorly defined and inconsistent processes to be more 

standardized, statistically managed and predictable. (OMG 2008) Thus the level of 

BPMM positively correlates the standardization potential (Rosenkranz et al. 2009). 

Romero et al. (2015b) identify organizational structure as one contextual factor that 

influences the level of standardization. They refer to Girod and Bellin (2011) who 

describe how hierarchical network, consisting of both vertical and horizontal 

relationships, helps company to distribute leadership and make centralized decision at 

the same time. Thus, hierarchical network also facilitates standardization of business 

processes. (Romero et al. 2015b) 

The sixth internal factor that exerts an influence in the extent of standardization is 

mergers and acquisitions. They are sources of variation and increase the number of 

process variants. This variation may turn out to be useful if company is able to merge 
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several variants that complement each other and find optimum variant as a new standard 

(Romero et al. 2015b).  

The immediate level includes internal factors that are closely and directly linked to 

processes to be standardized. With the help of the literature research, Romero et al. 

(2015b) identify two types of immediate contextual factors: the level of process 

structuredness and the personal differences between employees. According to 

Schäfermeyer et al. (2010), these personal differences are usually based on different 

skill or experience level between employees. Another important personal factor is the 

knowledge type of employees. If there is much implicit and tacit knowledge instead of 

explicit and procedural knowledge, it is more difficult to success in process 

standardization. (Schäfermeyer et al. 2010).  

Schäfermeyer et al. (2012) argue that the process complexity is a major factor that 

influences the extent of standardization and it has to be considered when company 

makes decision on processes to be standardized. Based on their complexity, processes 

can be divided into three categories: non-routine, routine and standard processes. Non-

routine processes are non-repetitive and interpretative. There is a large variety of vague 

or unknown inputs and outputs that cause a high uncertainty. To be able to deal with 

this uncertainty, employees have to be experienced and able to develop new knowledge 

and heuristics. (Lillrank 2003) Several authors agree that non-routine processes are less 

applicable to standardization than standard or routine processes (e.g. Rosenkranz et al. 

2009, Schäfermeyer et al. 2012). Still, it is good to understand that processes do not 

have to be standardized as a whole. Non-routine processes can be divided into sub-

processes and some of these sub-processes may be more applicable to standardization 

than their main process. (Rosenkranz et al. 2009) 

For routine processes, the variety of inputs, activities and outputs is lower. Although the 

goal is usually clear, employee has to interpret the input to be able to select appropriate 

actions. However, the same goal may be achieved through different actions or different 

sequence of actions. (Schäfermeyer et al. 2012) If the process has predetermined input 

and foreseeable output, it is a standard process. Standard processes are repeated 

identically and thus they present the lowest level of business process complexity. 

(Lillrank 2003) When classifying processes according to these process types, processes 
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have to be examined in detail. For instance, some processes may seem to be standard at 

first look but closer examination may reveal that there is significant sequential or task 

variety. (Rosenkranz et al. 2009) 

Regarding to Schäfermeyer et al. (2012), the more complex the business process is, the 

more difficult it is to manage and standardize the process. They also conclude that 

trying to standardize very complex business processes is just wasting of resources. 

When company wants to select processes where standardization might be useful and 

successful, above described process classification provides significant help. 

(Schäfermeyer et al. 2012) 

Extent of Standardization 

The second part of the conceptual model includes six aspects of business processes: 

activities, resources, data, control-flow, information technology, and management. The 

level of standardization can be measured through these six aspects that can be divided in 

three categories: behavioral, informational, and organizational. Activities and control-

flow formulate the behavioral aspect of the process. Activities refer to specific steps of 

process and control-flow to the order in which these steps are executed. Data represents 

the informational aspect of process and consists of output and input data used in the 

process. (Romero et al. 2015a) 

The organizational aspect of process consists of information technology, resources and 

management. In this connection the aspect of information technology refers to 

information systems and how they support the process. Process related information 

flows between these systems are considered in data aspect. Resources refer to how 

organization’s resources are used in the business process. The last aspect, management, 

describes how processes and process performance is controlled in company. (Romero et 

al. 2015a) 

Effect on Business Performance 

Many authors have examined the effect of BPS on company’s business performance. 

They agree that by conducting process standardization, companies can achieve 

performance improvements in terms of cost, time, efficiency, effectiveness, quality and 

responsiveness. (Romero et al. 2015b) Nevertheless, the effect of BPS is not only 
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exclusively beneficial and there may be some partially conflicting effects also. When 

assessing the effects of BPS on process performance, Afflerbach et al. (2016) use 

Devil’s Quadrangle which includes the dimensions of time, cost, quality, and flexibility. 

They emphasize that improving one dimension of this framework weakens at least one 

of the other dimensions. (Afflerbach et al. 2016) Romero et al. (2015b) emphasize that 

the performance measures of BPS are not unambiguous and they should be evaluated in 

their particular organizational unit and context. In Table 6, findings of several 

researches have been combined to summarize the effect of BPS on companies’ business 

performance. 

Table 6. Effect of BPS on business performance. 

Effect on Business 
Performance 

Description Reference 

Costs Reducing costs by eliminating waste and redundancy, reducing unnecessary 
variation, achieving economies of scale, and facilitating communication. In 
practice, standardization may also increase costs because of standardization 
initiatives being expensive. 

(Manrodt & Vitasek 2004; 
Beimborn et al. 2009; 
Münstermann et al. 2010; 
Romero et al. 2015b) 

Global Integration In case there have been mergers of acquisitions; standardization helps to 
ensure synergy benefits at the process level. 

(Fernandez & Bhat 2009) 

Business Value Standardizing primary business processes may create competitive or 
strategic benefits. Standardizing support business processes may result in 
tactical improvements.  

(Dai et al. 2011) 

Outsourcing 
Success 

Standardization enables outsourcing success because of better process 
documentation and transparency. From the vendor's perspective, 
standardization is a critical requirement for outsourcing success. 

(Wüllenweber et al. 2008) 

Flexibility and 
Responsiveness 

On the one hand, BPS decreases the variety of process variants, weakening 
the functional process flexibility.  On the other hand, BPS enhances the 
readiness to change and thus increases the functional process flexibility. 

(Münstermann et al. 
2008; Fernandez & Bhat 
2009; Afflerbach et al. 
2016) 

Transparency BPS improves the understanding and documentation of processes, increasing 
the clarity and transparency of processes. 

(von Stetten et al. 2008, 
Romero et al. 2015b) 

Service Level Ensuring uniform and mutual service level and customer experience from the 
processes across the organization regardless of location or country. 

(Fernandez & Bhat 2009) 

Efficiency & 
Effectiveness 

Improves process efficiency directly through identifying and standardizing 
best practices but also by eliminating unnecessary variation and uncertainty. 
Improves process efficiency also indirectly because of improved consistency 
of business processes. 

(Ungan 2006; 
Münstermann et al. 2008; 
Wüllenweber et al 2008; 
Beimborn et al. 2009) 

Quality Implementing best practices and reducing uncertainty and unnecessary 
variation results in fewer errors and higher quality. 

(Lillrank 2003; 
Münstermann et al. 2010) 

Time Simplifying the process, increasing the process knowledge and improving the 
process documentation make it easier to perform the process and identify 
sources of delay and unnecessary steps. That results in reduced process cycle 
time. 

(Jayaram & Vickery 1998; 
Siha & Saad 2008; 
Münstermann et al. 2010) 

2.2 Operational Procurement Process 

Chapter 2.2 describes the operational procurement process. At first, this chapter 

determines the role of procurement in the company’s value chain, defines different 

concepts related to procurement, and describes the management of procurement both on 

organizational and philosophical level. The main focus in this chapter is on describing 

theoretical operational procurement process.  
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2.2.1 The Role of Procurement in Value Chain 

Now that business is becoming more and more competitive, top managers have 

recognized the importance of procurement and supply chain management in the 

company’s value chain (van Weele 2010, p. 3). Increasingly intense competition forces 

companies to concentrate on their core competences. When organizations focus on their 

core competences there is a direct affect to their cost structure. The proportion of 

purchased parts and services increases and, by implication, increases also the economic 

significance of procurement. (Baily et al. 2008, p. 10; Iloranta & Pajunen-Muhonen 

2008, p. 48-49)  

Van Weele (2010, p. 5) introduces procurement as one of the support activities in the 

company’s value chain. The concept of value chain (illustrated in Figure 5) was initially 

introduced by Porter (1985) and it consists of value activities and margin. These value 

activities can be divided into two activity types: primary activities and support 

activities. Primary activities that consist of logistics, marketing and sales, operations and 

service, are required to deliver value to company’s customers. As for support activities, 

they enable and support the primary activities and other support activities. Procurement 

is support activity, the purpose of which is to purchase inputs that are utilized in the 

value chain. Procurement can support either one of the primary activities or all primary 

activities as a whole. (Porter 1985, p. 36-41; van Weele 2010, p. 5-6) 

 

Figure 5. The role of procurement in value chain (adapted from Porter (1985, p. 

37)). 
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2.2.2 Procurement Concepts 

In the area of procurement, there are numerous of terms and concepts that are used both 

in literature and in practice. However, there is not any clear consensus on how different 

terms should be used and how they relate to each other. For instance terms procurement, 

purchasing, sourcing and buying may be used interchangeably. Utilizing definitions 

from different authors, this Master’s Thesis defines these terms as following: 

Procurement includes all transactions that are needed to get material or service 

delivered from supplier to final destination (Iloranta & Pajunen-Muhonen 2015, p. 50). 

It is the management of company’s external resources in a such way that the supply of 

all resources that are necessary for running, maintaining and managing the company’s 

primary and support activities is secured. These resources include required goods, 

services, capabilities and knowledge. In addition to purchasing function, procurement 

encompasses stores, traffic and transportation, incoming inspection, and quality control 

and assurance. (van Weele 2010, p. 8-10) 

Purchasing consists of commercial transactions related to operational purchasing of 

goods or services (Iloranta & Pajunen-Muhonen 2015, p. 49). These transactions 

include request for quotations (RFQ), supplier selection, ordering, expediting and 

payment transactions (van Weele 2010, p. 29). Buying is one part of the purchasing 

process. The difference between purchasing and buying is that buying may not include 

responsibility on determining of specifications and selecting the supplier. (van Weele 

2010, p. 10; Iloranta & Pajunen-Muhonen 2015, p. 49-50) 

Sourcing is about finding, selecting, contracting and managing the right sources of 

supply (Baily et al. 2008, p. 198; van Weele 2010, p. 10). By mapping potential sources 

of supply, company can ensure availability of goods and services, continuity of 

deliveries and alternative sources of supply (Iloranta & Pajunen-Muhonen 2015, p. 51). 

According to Baily et al. (2008, p. 198), the selecting of right source of supply may be 

the most important procurement decision because correct source decision ensures that 

company receives required materials and services at all times. 
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Purchasing process model and the relationship between defined four concepts is 

illustrated in Figure 6. The actual purchasing process model will be described more 

accurately in chapter 2.2.4. 

 

Figure 6. Purchasing process model and related concepts (adapted from van Weele 

(2010, p. 9)). 

2.2.3 Procurement Organization 

When optimizing the supply chain and supply network, one important part is how the 

purchasing activities are organized in company. Organizational structure should support 

company to draw best available benefit from its supplier network and to optimize the 

total cost of ownership (TCO). (Iloranta & Pajunen Muhonen 2008, p. 158-15)  

Organizational Structures 

Basically, there are three alternative ways to organize purchasing function within 

companies: centralized purchasing structure, decentralized purchasing structure, and 

hybrid structure that is a combination of the previous two structures (Baily et al. 2008, 

p. 58). When company is deciding how to organize purchasing function, it has to 

consider several different factors, such as commonality of purchase requirements, 

geographic locations, supply market structure, savings potential, expertise required, 

price fluctuations and customer demands (van Weele 2010, p. 289). 

Completely centralized purchasing structure means that there is a central purchasing 

department that is responsible for purchasing required materials and services for all 

units of the company (Johnson et al. 2011, 51). This organizational structure is 

beneficial especially if different units have similar needs and it is possible improve 
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negotiating position by combining volumes (Iloranta & Pajunen-Muhonen 2008, p. 161; 

van Weele 2010, p. 289). 

In completely decentralized purchasing structure, there is not separate purchasing 

department but the responsibility of purchasing activities is divided into business units. 

This way of organizing is useful when different business units have different purchasing 

requirements. (van Weele 2010, p. 284) Both of previously defined organizational 

structures have their own advantages and disadvantages that have been identified by 

many different authors. Figure 7 summarizes advantages and disadvantages identified 

by Baily et al. (2008, p. 58-60), Iloranta and Pajunen-Muhonen (2008, p. 160-161) and 

van Weele (2010, p. 283-290). 

 

Figure 7. Advantages and disadvantages of centralization and decentralization of 

purchasing activities (Baily et al. (2008, p. 58-60), Iloranta & Pajunen-Muhonen 

(2008, p. 160-161) and van Weele (2010, p. 283-290)) 

When making decision on how purchasing activities are organized, top management 

considers how to utilize the synergy benefits of centralization without limiting too much 

the freedom and flexibility of business units. In most cases, the complete centralization 

or decentralization is not the optimal solution but companies can use so called hybrid 

structure that combines two of the previously described organizational structures. 

(Iloranta & Pajunen-Muhonen 2008, p. 162)  



36 

In hybrid purchasing organizations some purchase activities are performed following 

the centralized model and other activities following decentralized model. The tasks and 

responsibilities of procurement can be organized for example based on business units or 

sites, suppliers or product groups (supplier markets). (Iloranta & Pajunen-Muhonen 

2008, p. 162-165) When responsibilities are organized according to different supplier 

markets, it is possible to combine common materials requirements between two or more 

business units and thus be able to increase the negotiation power and achieve the 

economies of scale (van Weele 2010, p. 409). However, at the same time it is possible 

to have a purchaser that focuses only on meeting the special requirements and needs of 

single business unit (Iloranta & Pajunen-Muhonen 2008, p. 163). 

Procurement Responsibility Areas 

With regard to tasks, responsibilities and authority related to procurement, three 

different levels can be separated: the strategic level, the tactical level, and the 

operational level. The strategic level covers the planning, development and management 

of Procurement Function. (Iloranta & Pajunen-Muhonen 2008, p. 90; van Weele 2010, 

p. 282) Strategic procurement has the responsibility of making long-term and strategic 

decisions that have impact on company’s competitive position. The tactical level 

consists of tasks and responsibilities affecting product, process and supplier selection. 

Decisions at this level have usually a medium-term impact. Operational level includes 

routine daily activities related to the ordering of materials and services and monitoring 

the deliveries. (van Weele 2010, p. 282). Figure 8 illustrates how tasks, responsibilities 

and authority are divided into these three procurement levels. 

 

Figure 8. Tasks, responsibilities and authority of different procurement levels. 

(Baily et al. (2008, p. 36), Iloranta & Pajunen-Muhonen (2008, p. 90), and van 

Weele (2010, p. 282-283)) 
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2.2.4 Purchasing Process 

Purchasing process is a chain of events or subprocesses that is triggered by need of 

internal customer and leads to the acquisition of supplies and payment to the supplier 

(Lysons & Harrington 2006, p. 4). Novack and Simco (1991) emphasize the importance 

of purchasing process by stating that it begins the quality process of organization. To be 

able to achieve good quality in its outputs, company first has to achieve quality in its 

inputs. Company has to define, understand and manage its purchasing process in order 

to achieve good input quality and maximize the effectiveness of supply chain. (Novack 

& Simco 1991) 

Table 7. The aspects of purchasing process model (adapted from van Weele (2010, p. 

28-30)). 

Aspect Description 

Leading with business needs Needs and requirements of internal customer are the input and 
trigger of purchasing process. 

Process approach The steps of purchasing process are closely connected. 
Consequently, problems and deficiencies in one step cause 
problems in the next steps. 

Defining the interfaces Each of the phases as well as their outputs need to be clearly 
defined to ensure coordinated and systematic purchasing process. 

Determining responsibilities Purchasing is a cross-functional responsibility. Tasks, responsibilities 
and authority of each department in each phase should be 
determined. 

Combining different types of 
knowledge, skills and expertise 

Cross-functional co-operation helps to find optimal solution that 
considers all aspects (commercial, technical, logistics and 
administrative). 

Van Weele (2010, p. 28-29) introduces a basic purchasing process model that has been 

widely cited and utilized in the literature of procurement. Table 7 summarizes some 

important aspects of this purchasing process model. The model is illustrated in Figure 6 

and consists of six basic phases: define specification, select supplier, contract 

agreement, ordering, expediting, and evaluation. (van Weele 2010, p. 28-31) 

Nevertheless, the steps of the purchasing process vary a lot depending on company 

using the process or author writing about it. There are also some interrelated concepts 

like P2P process that are closely related to purchasing process. Term P2P emphasizes 

that process includes all activities related to procurement of, and payment for, all 

purchased materials and services (Okren & Vokurka 2004).   

To support empirical research and the analysis of case company’s P2P process, the 

purchasing process model presented by van Weele (2010) is combined with the supply 
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process model presented by Johnson et al. (2011, p. 80). The modified purchasing 

process model is illustrated in Figure 9. The more accurate description of each phase is 

presented in the following paragraphs. However, it is important to be aware that all of 

these steps do not need to be passed through every time. (van Weele 2010, p. 28-31)  

Depending on the amount of time needed and the complexity of purchase, three 

different types of purchases can be separated: straight rebuy or routine purchase, 

modified rebuy, and new-task situation (Novack & Simco 1991). Straight rebuy is the 

most common situation which means that both product and supplier are known and 

uncertainty is low. Modified rebuy relates to situation where either the supplier or the 

purchased product is entirely new. Third and last type of purchase is new-task situation 

which means that the supplier is unknown and desired product is completely new. New-

task situation is the only case when each of the purchasing process steps should be 

passed through. When the complexity of purchase decreases, it is not necessary to go 

through each step. (van Weele, 2010, p. 31) 

 

Figure 9. Purchasing process model (modified from van Weele (2010, p. 9) and 

Johnson et al. (2011, p. 80)). 

 Define Specification 

As one of the previously described aspects of purchasing process model state, the needs 

and requirements of internal customer are the input and trigger of purchasing process. 

The purchasing process starts with internal customer or system creating purchase 

requisition (PR) and defining specifications of needed material or service. (van Weele 

2010, p. 28-33) With help of PRs, internal customers communicate their needs to 

Procurement Department according to agreed accounting controls (Johnson et al. 2011, 

p. 81). 

The internal customer is responsible for creating purchase order (PO) specification and 

buyer is responsible for ensuring the objectiveness and supplier-neutrality of these 



39 

specifications. (van Weele 2010, p. 28-33) In this phase, the co-operation between buyer 

and internal customer aims at creating complete, consistent and unambiguous 

description of wanted product or service (Bensch & Schrödl 2011).   

Specifications can determine either the necessary and desirable features of the product 

but also characteristics that are irrelevant or even undesirable. The purpose of 

specifications is to ensure that product works in a manner acceptable to the customer. 

(Benton 2010, p. 258, 402) In general, two kinds of specifications are differentiated: 

functional and technical specification. Functional specification describes the desired 

functionality of the product or service and technical specification includes the required 

technical properties, product characteristics and supplier activities. (van Weele 2010, p. 

32-33) 

Both of these specification types are part of the wider concept, referred as PO 

specification. In addition to functional and technical specification, PO specification 

includes also other required specifications such as quality specifications, logistics 

specifications, maintenance specifications, legal and environment requirements and a 

target budget. If there are any changes in technical specifications during purchasing 

process, these should be agreed between buyer and supplier, preferably in writing. (van 

Weele 2010, p. 32-33) 

Select Supplier 

After creating appropriate specifications, the next phase in purchasing process is 

supplier selection. According to Johnson et al. (2011, p. 340), selecting supplier is the 

most critical decision that procurement personnel makes during purchasing process. In 

this phase, the supply market intelligence and understanding of markets is very 

important. That helps to determine the number of suppliers in market and where the 

power/dependence balance lies. This knowledge helps when pondering how to approach 

supplier market and what contracting method should be used. (Novack & Simco 1991; 

Iloranta & Pajunen-Muhonen 2008, p. 251) In general, there are three potential supply 

options that organization can use to fulfil internal needs and requirements. First of all, it 

has to be decided whether to make-or-buy the required material or service. If the 

decision is buying, it is possible to acquire the need from existing supplier or search for 

new potential suppliers. (Johnson et al. 2011, p. 316-317) 
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Van Weele (2010, p. 34-37) divides the supplier selection phase in four separate steps: 

determining the method of subcontracting, preliminary qualification of suppliers, 

preparation of RFQs and analysis of received quotation, and selection of supplier. The 

first step is about determining the contract type between customer and supplier. It has to 

be decided whether to use turnkey or partial subcontracting. In turnkey contracting, one 

vendor is responsible for entire assignment while partial subcontracting divides the 

responsibility between various suppliers. (van Weele et al. 2010, p. 34-37) 

Depending on specifications and contracting method, the list of potential suppliers can 

be created (van Weele 2010, p. 36). In addition to already existing suppliers, it is 

important to identify also new potential suppliers (Nocack & Simco 1991). It is possible 

to shorten the list by sending suppliers requests for information. Based on responses 

received, the most promising suppliers are selected for more detailed tendering. The 

common practice is to select three to five suppliers, to whom RFQs are sent. (van Weele 

2010, p. 36) 

After receiving the bids from suppliers, the first step is to analyze if they are in 

accordance with specifications and comparable to other bids (Benton 2010, p. 403). It is 

possible to negotiate with suppliers and ask explanatory questions before selecting 

suppliers. Final selection is made considering all relevant aspects (technical, quality, 

logistic, financial and legal) and emphasizing the TCO.  (Van Weele 2010, p. 36-37) 

Contract Agreement 

When the supplier has been selected, next step is to draw up a contract (van Weele 

2010, p. 37) that is a written, legally binding, agreement between parties (Benton 2010, 

p. 527). In contract, parties agree on the transaction of buying, determining the terms 

and conditions that indicate the rights and obligations of both parties (Baily et al. 2008, 

p. 2015). From the purchaser’s point of view, an ideal contract would increase the 

customer company’s profit, discourage information distortion, and include incentives 

that urge supplier to improve its performance. (Chopra & Meindl 2007, p. 436) 

The technical contents of purchase agreements vary a lot depending on the product, 

service or project being purchased. Also the commercial and legal terms and conditions 

vary for example as a consequence of different purchasing policies, company cultures, 
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market situations or product characteristics. (van Weele 2010, p. 37) The first thing that 

should be included in any contract is unambiguous description of material or service to 

be purchased (Baily et al. 2008, p. 2015). This description may also require contract 

related documents including more detailed definition on specifications and the extent of 

agreement between parties (Benton 2010, p. 527).  

In contract, purchaser and supplier agree for example on the price, pricing mechanism, 

terms of payment and delivery terms (Baily et al. 2008, p. 215).  The pricing 

arrangement can be executed for example by means of fixed-price, cost-reimbursable or 

unit-rate agreement. In addition to payment time, terms of payment may include also 

other important arrangements. For instance in case of purchasing capital goods or 

installations, it is common practice to divide payment into several instalments. The 

preferred way is to arrange these installments based on the supplier’s performance. (van 

Weele 2010, p. 36-39)  

The delivery terms describe when the ownership and risk is transferred from supplier to 

the client (Baily et al. 2008 p. 215). To ensure that supplier delivers the goods and 

services according to contract, contracts usually include penalty clauses and warranty 

conditions. The purpose of these conditions is to describe the sum of money or 

corrective actions that supplier needs to execute if delivery deviations exist. (van Weele 

2010, p. 39) 

Ordering 

After all terms and conditions have been agreed and recorded it is possible to get onto 

ordering process. Ordering means that purchaser places a PO according to previously 

agreed conditions and terms. Purchase order is a legally binding document that includes 

all necessary information such as: contract number, PO number, description of product 

or service, unit price, number of units required, expected delivery date, delivery address 

and invoicing address. (van Weele et al. 2010, p. 30, 42) 

To avoid any legal complications and ensure proper documentation, POs should always 

have a proper contract form. Furthermore, no materials or services should be purchased 

without written or electronic PO document. This guideline includes also urgent orders 
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which are placed by telephone. Telephone order should be followed by a written or 

electronic confirmation. (Johnson et al. 2011, p. 85) 

After receiving the PO, the supplier should confirm it by sending an order confirmation 

(OC). It is a document, in which the supplier agrees to perform in accordance with 

conditions and terms of PO. If customer does not agree all terms of purchase but does 

not explicitly reject them in purchase order confirmation, these terms are still legally 

valid. (van Weele et al. 2010, p. 40-42, 408) 

Expediting 

Expediting means the post-purchase delivery follow-up that is usually conducted by 

purchaser. The purpose of expediting is to ensure that supplier delivers purchased goods 

or service as confirmed in purchase order confirmation. (van Weele 2010, p. 42) In 

lower value purchases, follow-up may not be conducted or it may be supported by 

electronic system that informs purchasers it there are any exceptions. In case of service 

deliveries, the responsibility of delivery follow-up may be given to internal customer 

who has a better view of prior commitments and deadlines. (Johnson et al. 2011, p. 88) 

On the whole, Van Weele (2010, p. 43) identifies three types of expediting: exception 

expediting, preventive expediting, and field expediting. 

Exception expediting means that expediting is conducted only when exception occurs. 

For example internal customer may inform buyer if purchased goods have not been 

delivered. This type of expediting is not recommended because damages realize before 

the action to avoid them. Preventive expediting consists of routine status checks to 

avoid exceptions. For example purchaser contacts supplier a few days before estimated 

delivery date to prevent unpleasant surprises. Field expecting is a time-consuming 

method that should be limited to critical purchased parts and critical suppliers. It means 

that purchaser regularly confirms the delivery schedule by contacting supplier and 

asking about the delivery progress. (van Weele 2010, p. 42-43) 

Any kind of follow-up and expediting activities entail costs that should be considered 

when assessing the TCO. If the costs are higher than the value added by these activities, 

this is one form of process waste. (Johnson et al. 2011, p. 89) Expediting is time-

consuming and often relates to problems in previous steps of purchasing process (van 
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Weele 2010, p. 42). To prevent unnecessary costs in future, organization should conduct 

root cause analysis to find these problems and to be able to reduce the time used for 

expediting and follow-up (Johnson et al. 2011, p. 89). 

Delivery Reception 

The purpose of delivery reception is to ensure that ordered material or service is 

delivered in right quantity and in good condition. Furthermore, the shipment is 

forwarded to its internal destination and the documentation of the receipt is registered in 

the system. (Johnson et al. 2011, p. 90) Since the business world is not ideal and many 

kinds of problems related to purchasing process occur, companies should have reporting 

systems for appearing delivery, quality and invoice problems. Problems originating 

from supplier’s activities should immediately be communicated to the supplier to 

prevent same problems in future. (van Weele 2010, p. 43) 

Invoice Clearing and Payment 

The responsibility for invoice clearance may be assigned to Procurement Department or 

Accounts Payable (AP). If procurement is responsible for invoice clearance, this enables 

fast actions because they have also placed the original order. If company wants to 

ensure internal control and follow the principle of check and balance, invoice clearance 

should be assigned to accounting. (Johnson et al. 2011, p. 91) The principle of check 

and balance is closely connected to the concept of segregation of duties. It means that 

the authority and responsibilities are segregated adequately between parties, in order to 

ensure internal control and avoid malpractices (Kobelsky 2014). 

When AP receives the invoice from supplier, they do the three-way matching. This 

means that data from the invoice is compared to data from the PO and receiving report. 

If the price, terms and other features match, the invoice is further processed for 

payment. If the PO and invoice differ, the invoice is forwarded to procurement for 

approval. In case of missing information or incorrect information in invoice, it is send 

back to supplier. (Johnson et al. 2011, p. 91) 
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2.2.5 Purchasing Performance Measurement 

As described previously in chapter 2.1.2, process performance measurement is 

necessary if company wants to ensure sustainable and continuous improvement of 

processes (Trkman 2010). Monitoring and measuring does not only help to improve 

process performance but also to motivate employees (Iloranta & Pajunen-Muhonen 

2008, p. 432). There are also other reasons why measuring purchasing performance is 

important, such as identifying variance from planned results, enabling better 

communication with other departments, improving transparency, and supporting 

constructive goal setting. While most companies understand the importance of 

measuring and evaluating the purchasing performance, there is not any universal 

method or application to be utilized. (van Weele 2010, p. 301, 304) Table 8 summarizes 

examples of procurement key performance indicators (KPI) that have been described in 

literature. 

Table 8. Procurement key performance indicators. 

KPI Description Reference 

Contract compliancy Share of spend that is covered by existing contracts. (USAID 2012) 

Automatization The rate of automatic PO releases. (Chae 2009) 

Procurement cycle time Average length of procurement cycle. Percentage of 
purchases that are completed within procurement cycle 
time guideline. 

(Gunasekaran et al. 
2004; van Weele 2010) 

Savings Savings that procurement department has gathered during 
selected time period. 

(Gunasekaran et al. 
2004; van Weele 2010) 

Delivery accuracy Percentage of orders delivered on time. (Gunasekaran et al. 
2004; Chae 2009) 

Supplier claims Number of claims sent to suppliers. (van Weele 2010) 

Number of requisitions Number of requisitions processed during selected time 
period. 

(van Weele 2010) 

Number of orders Number of orders issued during selected time period. (van Weele 2010) 

Number of non-
matching invoices 

Number of invoices that do not match the PO document and 
receiving report. Need to proceed with invoice error 
handling. 

(Gunasekaran et al. 
2004; van Weele 2010) 

Procurement cost Ratio of annual procurement unit cost-to-value of annual 
purchases. Average purchase process cost per transaction. 

(USAID 2012) 

Transparent tendering Total value of purchases through tendering divided with 
total value of all purchases. 

(USAID 2012) 

Procurement managed 
spend 

The share of company's total spending that is directly 
managed by procurement department. On contrary, 
procurement by-pass including the share of spend that is not 
managed through procurement processes. 

(Easton et al. 2002; 
Pohl & Förstl 2011) 
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2.3 Managing and Standardizing Operational Procurement Process 

Procurement means the management of company’s external resources in a way that the 

supply of all resources that are necessary for company’s primary and support activities 

and operations is secured. The increased competition and cost pressures has changed the 

role of procurement and supply chain management, forcing companies to forget 

traditional functional orientation and to apply process management techniques and 

methodologies. From the internal customer’s perspective, the most important of these 

processes is operational procurement process. It is triggered by needs and requirements 

of internal customers and ends up with payment for materials or services that have been 

received from the supplier. 

In order to ensure well-performing business processes, companies should stop focusing 

on functional units. Management of cross-functional business processes demand a 

cross-functional cooperation that aims at achieving best common benefits instead of sub 

optimization. BPM is a structured and analytic approach that has many similarities with 

lean process management and concentrates on continuous improvement of cross-

functional business processes. One of the most used methods in the BPM toolbox is 

BPS that cuts the costs and improves the operational excellence of business processes 

by standardizing them. 

The basic purpose of BPS is to ensure that company’s business processes are performed 

in a similar way in different locations, utilizing working methods that have been 

identified as best internal practices. Many benefits of BPS have been identified in 

previous literature. It improves the process performance for instance in terms of 

efficiency, effectiveness, quality, flexibility and responsiveness. From the lean process 

management point of view, process standardization is essential in order to reduce 

variability and make working methods more uniform. That improves the process 

visibility and it is easier to identify and eliminate process waste, thus improving the 

process performance. 

Based on the conducted literature research, research questions I and II are answered as 

follows: 
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I. How should companies manage and develop their operational procurement 

processes? What is the role of standardization in successful process 

management? 

In literature research, a new set of BPM principles was developed by combining 

findings of previous studies. Following seven principles that are illustrated in Figure 10, 

companies can ensure the competitiveness and efficiency of their operational 

procurement process. 

 

Figure 10. Principles of BPM. 

Appropriate process documentation helps to ensure that all employees have a common 

understanding on how operational procurement process and the steps of it should be 

conducted. The main purpose of operational procurement process is to deliver direct 

value to internal customer and indirect value to end customers. That is why it is 

important to have focus on customers when designing and managing the process. 

Involvement is a principle that ensures executive commitment and employee 

empowerment. These components have a positive impact on organizational performance 

and help to develop a culture where all employees can actively participate in developing 

the process. Organizational culture should enable BPM initiatives by creating a 
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readiness for change. When employees are involved in process development activities 

they are also more inclined to accept the changes that are necessary to bring about the 

identified improvements. 

Companies should continuously and systematically look for deviations, solve emerging 

problems and identify new opportunities for improvement. Continuous process 

improvement secures that organization is using its resources in most efficient and 

effective way. To maintain the competitiveness of the process, company should ensure 

that it is inspired by best practices. Benchmarking is a method that can be used to 

identify best practices and to adapt knowledge and information that can be utilized to 

develop own operational procurement process. To ensure continuous improvement and 

excellence of operational procurement process, companies should measure process 

performance continuously.  

Process standardization provides a basis for continuous process improvement. If each 

employee is performing same activities differently, it is not possible to achieve major 

improvements. When company standardizes its operational procurement process, it 

makes the process more predictable. Standardized process ensures reliable process 

performance measurement which is prerequisite for continuous process improvement. 

Moreover, by standardizing their operational procurement processes, companies can 

achieve performance improvements in terms of cost, time, efficiency, effectiveness, 

transparency, quality and responsiveness. 

II. What different factors company has to consider when standardizing its 

operational procurement process? 

 

Before company standardizes its operational procurement process, it has to determine 

and analyze the initial state and the objective of process standardization. The internal 

and external environment of procurement organization set their requirements and 

limitations for process standardization. Contextual factors that determine the appropriate 

extent of standardization can be divided in three different levels: external, internal, and 

immediate contextual factors. 
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External level consists of cultural differences, regulation differences and power distance 

that represent the external environment of the company. Most of the contextual factors 

exist in internal level that means the internal environment of organization. Number of 

different locations, IT governance centralization, product type, process maturity level, 

organizational structure and the number of mergers and acquisitions have a strong effect 

on standardization potential. Immediate level includes two internal factors, process 

structuredness and personal differences, that are closely connected to processes that are 

standardized. Instead of complete standardization, companies should analyze all these 

factors and try to find the optimal balance between standardization and maintained 

flexibility. 

 

When standardizing operational procurement process, it is important to clearly define 

each of the phases and their outputs. In addition to Procurement Department, cross-

functional operational procurement process has also other important stakeholders such 

as requisitioners, cost center owners and AP. The tasks, responsibilities and authority of 

different parties need to be determined clearly. In order to not to sub optimize processes, 

it is important that all relevant stakeholders are sufficiently involved in deciding 

common practices. 
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3 RESEARCH METHODOLOGY 

This chapter begins with a short introduction of the case company. Procurement 

Function and especially Operational Procurement Unit of the case company is presented 

in more detail. In second subchapter, the structure of empirical research and the role of 

Master’s Thesis in ongoing P2P process review are described. In addition, the methods 

and tools used to gather and analyze research data are presented. 

3.1 Research Environment 

SSAB is a Nordic and US-based steel company that operates globally. Company 

employs almost 16 000 professionals in 50 countries. SSAB is a global leader in 

producing Advanced High-Strength Steels, Quenched & Tempered steels and related 

services. Moreover, SSAB has a strong market position in strip, plate and tubular 

products as well as in construction solutions. SSAB’s major steel production facilities 

are located in three countries: Borlänge, Oxelösund and Luleå in Sweden, Raahe and 

Hämeenlinna in Finland, and Montpelier and Mobile in USA. In summer 2014, SSAB 

merged with Finnish steel company Ruukki. The business of new company is structured 

across three steel divisions: SSAB Special Steels, SSAB Europe and SSAB Americas, 

and two subsidiaries: Tibnor and Ruukki Construction. In 2015, SSAB’s annual net 

sales was 57 billion Swedish crowns and annual steel production capacity 8.8 million 

tonnes. 

SSAB’s vision is to create a stronger, lighter, and more sustainable world. In practice, 

SSAB executes this vision by providing high-quality products and services for customer 

in several different segments. The most important customer segments of SSAB are 

automotive, industrial applications, heavy transport, building construction and 

infrastructure, construction machinery, service centers and energy.  

This Master’s Thesis focuses on SSAB’s Operational Procurement that is one unit of 

SSAB’s Procurement Function. Procurement Function is responsible for purchasing all 

services and materials required at SSAB Europe’s and SSAB Special Steels’ Nordic 

factories.  The organizational structure of SSAB’s Procurement Function is illustrated in 

Figure 11. Department consists of three category units (Raw Materials, Production 
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Related & Indirect and Maintenance & Investments) and three cross-functional 

supporting units (Operational Procurement, Business Analysis and Sourcing 

Development). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 11. SSAB Procurement Function. 

In chapter 2.2.3 it was illustrated how the tasks, responsibilities and authority related to 

procurement can be divided into three different levels: the strategic level, the tactical 

level, and the operational level (Iloranta & Pajunen-Muhonen 2008, p. 90; van Weele 

2010, p. 282). At SSAB’s Procurement Function the tactical level does not exist and the 

tasks and responsibilities of tactical level have been divided for Strategic and 

Operational Procurement. By having only two procurement levels, SSAB is able to 

reduce the internal interfaces and thus decrease associated difficulties. 

The three category units compose the strategic part of procurement. Each category is 

divided further in smaller commodities. Each commodity is led by commodity manager 

with the help of cross-functional commodity team. Strategic Procurement Units are 

responsible for supplier selection, negotiations, agreements as well as purchasing 

strategy creation and development. Business analysis is a supporting unit that assists 

procurement operations and other stakeholders for instance by means of complex 
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problem solving, advanced analytics and strategy thinking. Sourcing Development is 

responsible for developing processes, systems and tools, way of working, and 

competences within procurement. Furthermore, it supports procurement categories in 

different projects. 

Operational Procurement Unit is responsible for conducting daily purchase process 

activities of categories maintenance, production related and indirect. Operational 

Procurement is divided into commodities in the same way as Strategic Procurement. 

Additionally, the tasks and responsibilities of operational purchasers are usually 

country-specific. There are also some commodities, in which the responsibilities have 

been divided for two or more purchasers according to sites.  

SSAB has a separate purchasing department which is responsible for purchasing all 

required materials and services. However, the division of tasks and responsibilities 

between countries, sites and purchasers expresses characteristics of both centralized and 

decentralized organizational structure. Thus, SSAB’s Procurement Function is a hybrid 

organization that utilizes the benefits of both these basic structures. In hybrid 

purchasing organizations, the division of tasks and responsibilities is made partially 

based on centralized model and partially based on decentralized model (Pajuranta & 

Ilonen-Muhonen 2008, p. 162-165).  Figure 12 summarizes the benefits that SSAB 

Procurement draws by combining characteristics of centralized and decentralized 

model. 
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Figure 12. The characteristics of centralized and decentralized organization model in 

SSAB’s Procurement Function. 

3.2 Conducting Empirical Research 

This Master’s Thesis is part of the P2P process review that was conducted at SSAB’s 

Operational Procurement during fall 2016 and spring 2017. The first phase of the P2P 

process review was performed separately in Finland and Sweden. In both countries, four 

workshops were arranged to identify different working methods and practices within the 

organization. Each workshop had a predefined content and 3-7 operational purchasers 

participated in each of the workshops. Managers of Operational Procurement 

determined the list of participants for each workshop so that all purchasers got involved 

and participated in at least one of the workshops. Figure 13 illustrates how P2P process 

review and this research are connected to each other. 
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Figure 13. Structure of empirical research and P2P process review. 

In addition to gathering different working methods, workshop teams also identified the 

best practices that they proposed to be implemented as common working methods. The 

workshop results were then handled in anchoring meetings where other operational 

purchasers were able to comment these proposals and bring out their amendments. The 

final decision on common working methods was then made in handshake meetings 

arranged separately in both countries. After the handshake meetings, the country 

specific working instructions were created or updated according to what had been 

decided. 

SSAB’s Operational Procurement has a long-term target to enable cross-country 

purchasing from each SSAB Nordic sites. To achieve this target, they have identified 

two enablers: common ERP system and standardized working methods. The role of this 
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Master’s Thesis is to support the cross-country harmonization of working methods and 

practices in near future.  

The results of workshops in Sweden and Finland were compared in recap meetings. The 

purpose of these meetings was to identify differences in working methods and practices 

between countries. The most important differences were analyzed further utilizing the 

literature research, interviews and quantitative analysis. Based on these analyses, it was 

recommended how the case company should proceed with these differences. The 

objective was to find an optimal balance between harmonizing practices and 

maintaining necessary variation between countries. 

3.3 Research Data 

When answering research questions requires empirical investigations, researcher has to 

choose appropriate data collection methods and techniques to be used. Usually data 

gathering methods are divided into two broad categories: qualitative and quantitative 

methods. It is possible to choose either one of the two sets of methods or combine them 

to some extent. The decision should be based on the adopted research approach and 

support meeting the research objectives. (Kuada 2012, p. 91) In this constructive 

research, both quantitative and qualitative data has been gathered and analyzed. This 

chapter describes utilized methods and techniques in more detail. 

3.3.1 Quantitative Data 

Quantitative data utilized in this research is mostly transactional data gathered from 

SSAB’s Procurement ERP systems. Transactional data describes the transactions such 

as sales orders, invoices and POs that take place when a company conducts its business 

(McGilvray 2008). Transactional databases register and store information about 

conducted transactions. This information includes the transaction identity number and 

other information related to transactions. (Han et al. 2012, p. 13) In this research, the 

transactional data includes information about purchase requisitions, order confirmations, 

purchase orders, invoices and vendor claims. 

Since different ERP systems are used in Sweden and Finland, there are also multiple 

sources where the data was gathered. SSAB Procurement Finland uses SAP ERP system 
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for conducting and following up the procurement operations. Quantitative data 

concerning purchases in Finland was gathered from SAP ERP using calendar year 2016 

as observation period. Statistics related to invoices and invoice error handling were 

provided by AP. In Sweden, Procurement Department implemented a new IFS ERP 

system at the beginning of July 2016. Because of that, observation time for Procurement 

Sweden was selected to start at the beginning of July 2016. Gathered data was then 

extrapolated to be comparable with Finnish data.  

Because of the huge size of the transactional databases, they are susceptible to noisy, 

missing and inconsistent data. To improve the quality of data gathered, it needs to be 

reprocessed. There are four different techniques for reprocessing quantitative data: data 

cleaning, data integration, data reduction, and data transformation. (Han et al. 2012, p. 

83) In this research, all of these four reprocessing were utilized to some extent. First of 

all, data gathered from ERP systems had to be cleaned to eliminate inappropriate 

transactions. Secondly, because the data was gathered from multiple sources, it needed 

to be integrated to ensure the coherency. Third technique, data reduction, was used to 

limit the analyzed data. Data was reduced for example by limiting transaction dates 

based on selected observation periods. Moreover, data gathered from different systems 

was transformed to ensure the comparability.  

Quantitative data was utilized to compare the performance of Operational Procurement 

in Finland and Sweden. Data was processed further to calculate KPI’s in order to 

compare and analyze the performance of Operational Procurement in Sweden and 

Finland. Many of the measured KPI’s are used in organization to follow-up its weekly 

and monthly performance. Quantitative data gathered during this research is illustrated 

in appendix A. In addition to figures of both countries, table includes a short description 

of each KPI. Furthermore, if there are any cross-country differences in how KPI has 

been measured, they are defined. 

3.3.2 Qualitative Data 

Qualitative data is principally based on meanings expressed through words and images. 

The words can be either spoken or in a textual format. The challenge of quantitative 

data is that words and images may have multiple meanings as well as unclear meanings. 

Therefore, the interaction between data collection and data analysis determines the 
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quality of quantitative research to great extent. (Saunders et al. 2016, p. 568) Kuada 

(2012) presents three commonly used qualitative data collection methods: focus groups, 

qualitative interviews, and observation. Following paragraphs describe these methods 

and how they are utilized in this research. The content of each meeting and interview 

and the list of participants are outlined in appendix B. 

Based on the level of formality and structure, there are three commonly recognized 

types of interviews: structured interviews, semi-structured interviews, and unstructured 

interviews. Structured interviews consist of predefined, standard questions and are 

usually used to gather quantitative data. The other two types of interviews are not 

standardized and they can be referred as qualitative interviews. In semi-structured 

interviews, interviewer has usually prepared a list of themes and some questions. The 

flow of the interview is not structured including both predefined questions and free 

discussion. The most informal interview type is unstructured interview. There are not 

any predefined questions or structure but interviewee has opportunity to talk freely 

about the topic. (Saunders et al. 2016, p. 390-391) Qualitative interviews are useful 

when researcher wants to get a view of how interviewees experience the investigated 

issue and describe it in their own words (Kuada 2012, p. 98). 

During this research, several unstructured and semi-structured interviews were 

conducted to gather qualitative data. All interviewees work at SSAB’s Procurement 

Function, two at the Sourcing Development and the rest at Operational Procurement in 

Sweden or Finland. The interviews were conducted either as face-to-face interviews or 

as online interviews utilizing Skype and Microsoft Lync. In addition to these prepared 

interviews, clarifying information related to identified cross-country differences was 

gathered by conducting minor queries for SSAB personnel in and outside Procurement 

organization. These queries were conducted either via e-mail or by phone calls. 

To gather qualitative data on existing practices and methods, four workshops were 

arranged separately in Finland and Sweden. These workshops were organized according 

to focus group technique where a number of selected people have a free discussion on 

investigated issue. The facilitator stimulates the discussion by asking some specific 

questions when necessary (Kuada 2012, p. 95-96). To encourage participants to actively 
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take part in a discussion, the language of workshops was native both in Finland and 

Sweden. 

Observation technique is often used to make inferences about observed action or 

behavior. To decrease the possibility of making wrong inferences or evaluations, 

observer can simultaneously conduct qualitative interview with person whose actions or 

behavior is being observed. (Kuada 2012, p. 96) The intensive days in Sweden were 

conducted combining observation and qualitative interviews. During two intensive days 

in two different sites, a total of five operational purchasers were interviewed and their 

working methods were observed at the same time.  

Saunders et al. (2016, p. 358-360) describe four types of participant observation 

methods that can be separated based on two dimensions. One dimension relates to 

whether the participants know the identity and role of researcher. The other dimension 

relates to whether the researcher is an active participant or just an observer. (Saunders et 

al. 2016, p. 358-360) In this study, the observation type was observation-as-participant 

meaning that researcher did not participate in conducting P2P process but focused on 

observing the working methods of observed employee. However, participants were 

aware of the ongoing research. Kuada (2012, p. 96-97) underlines that observation may 

lead to participants not acting as they normally do. Additionally, he emphasizes that 

observation is always just a snapshot of actual situation and the observations should not 

be generalized too much. These limitations have to be considered when analyzing 

information gathered by observation.  
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4 CURRENT STATE ANALYSIS 

This chapter analyzes the current state of SSAB’s Operational Procurement. First of all, 

it is described how case company’s common management philosophy is closely 

connected to principles of BPM and BPS. Thus, the cultural background in case 

company provides a strong and natural basis for standardizing P2P process. After that, 

the focus is on presenting the process management and development at SSAB’s 

Procurement Department. Furthermore, current process description and the steps of case 

company’s operational procurement process are illustrated. Finally, based on 

workshops, recap meetings and conducted interviews, the most important cross-country 

differences in working methods and practices are identified. 

4.1 SSAB One and Standardization 

SSAB One is SSAB’s common management philosophy that has many similarities with 

Toyota’s Lean management philosophy. Although following many lean principles, 

SSAB One is based on SSAB’s own history and convictions. The principles of lean 

have been utilized at SSAB for a longer time, but SSAB One as a common management 

philosophy was launched in 2012. The main objectives of the SSAB One management 

philosophy are to improve company’s flows based on customer demand and to involve 

all employees in the continuous improvement.  

SSAB One management philosophy includes SSAB’s vision, values and principles that 

are illustrated in Figure 14. They are firm and give a common frame and direction for 

the company. Moreover, they create the creative space including way of working and 

results that are consequences of used working methods. The results cannot be improved 

directly but through changing and improving the way of working. To facilitate the 

transformation from management philosophy to practice, SSAB One applies eight 

modules that offer training and ways to implement enhanced ways of working. Two of 

the modules; startup – future state, and culture and structure for improvement; create a 

basis for SSAB One management philosophy and need to be completed before 

proceeding to other modules. At SSAB Procurement, these two modules have been 

completed and the plan is to proceed with the rest of the six modules, including quality-
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assured process, leadership and management, connected flow, standardized work, 

housekeeping, and Total Productive Maintenance. 

 

Figure 14. SSAB One – from philosophy to practice. 

In addition to being based on Lean management philosophy, SSAB One is closely 

connected with BPM that is described in the literature research. Table 9 summarizes 

how the principles of BPM are connected with the values, principles and modules of 

SSAB One management philosophy.  
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Table 9. Comparing SSAB One and the principles of Business Process Management. 

BPM Principle Description of between the principle and SSAB One management philosophy The strength 
of connection 

Documentation One of the eight modules considers standardized work. One of the criteria for completing 
this module demands that "standardized working methods are documented in clear visual 
manner and according to established framework, templates and routines for 
documentation with functioning version management". 

High 

Involvement One of the values and main objectives is to involve all employees in the continuous 
improvements. All employees have two jobs; carrying out their own job assignments, and 
participate in developing working methods, solving problems and improving performance. 
The commitment of managers is ensured by implementing SSAB One according to the 
train-the-trainer concept. 

High 

Focus on 
customers 

As stated in values: "Customer's business in focus". Focusing on how SSAB's resources are 
utilized to create maximum value for the customer. 

High 

Measurement The principle of normal state includes the normal state for performance. To be able to 
measure and compare performance, key performance indicators need to be determined. 
Continuous measuring helps to identify deviations and to ensure whether the process is 
within the normal state or not. 

High 

Continuity The vision, values and principles stand firm and provide continuity. Strategies and ways of 
working are continuously challenged, reassessed and developed to ensure continuous 
improvement. As one of the values state: "Exceeding the expectations - with high 
development speed". 

High 

Inspired by best 
practices 

Is not emphasized that much in SSAB One. However, one of the modules is called 
Standardized work. It means that all employees are involved in sharing knowledge and 
determining common working methods that should be the safest, the most quality assured 
and the most efficient methods. From the BPM point of view, search for excellence should 
not be limited in searching only internal best practices. By using tools like benchmarking, it 
is possible to look for improvements by comparing and evaluating own performance 
against the performance of other companies. 

Intermediate 

Culture change Successful implementation of SSAB One requires that all employees have a good 
understanding of the management philosophy and what culture and structure for 
continuous improvement means in practice. The module Culture and structure for 
improvement is one of the two basic modules that create a basis for the whole SSAB One. 

High 

As the summary in Table 9 displays, SSAB One management philosophy creates the 

cultural background for the P2P process review and this research. One of the SSAB One 

principles is called Normal state. It defines the preconditions that should be stable and 

enable good results. Determining the normal state is necessary and enables detecting 

deviations and improving the business. Visual exhibition ensures that everyone can 

easily see whether they are within normal state or if there is a deviation. Normal state 

consists of four elements, one of which is normal state for the working methods. The 

purpose of P2P process review and this Master’s Thesis is to define the normal state for 

working methods. This work is closely related to three different modules: Culture and 

structure for continuous improvements, Standardized work, and Quality-assured 

process. 

As demanded in the module of Culture and structure for continuous improvement, all 

employees of Operational Procurement are involved in determining the normal state of 

operational procurement process. They are sharing knowledge and determining common 

working methods as stated in the module of Standardized work. These standardized, 
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common working methods, should be the safest, the most quality assured and the most 

efficient methods. When everyone is following these documented methods the result of 

work is more predictable. When the normal state and critical process parameters and 

requirements are mapped, it is possible to control the process and detect deviations, 

ensuring the Quality-assured process. 

4.2 Procurement Processes at SSAB 

The tasks and responsibilities related to the development and management of the case 

company’s procurement processes are divided between Sourcing Development and 

process owners. Sourcing Development coordinates the process management and 

development activities at SSAB’s Procurement Department. It acts as an administrator, 

ensuring that all process improvements fit the process model and the subprocesses 

formulate an appropriate and reasonable whole. Furthermore, Sourcing Development is 

the owner for all supplier related processes (supplier evaluation process, supplier 

development process and supplier approval process). Other procurement processes are 

owned by Operational Procurement or Strategic Procurement. Process owners are 

responsible for continuously developing their own processes and creating good work 

instructions. It is important that process owner also ensures that employees are working 

according to existing working instructions.  

4.2.1 Common Process Model 

When SSAB merged with Rautaruukki in summer 2014, new Procurement Department 

launched a project aiming at gaining the synergy benefits and harmonizing the 

procurement processes throughout the organization. The goal of this project is to create 

common process descriptions for Sweden and Finland. Because these countries have 

different Procurement ERP systems, separate work instructions are needed for both 

countries. This project as well as the management and development of procurement 

processes in general, are conducted following the SSAB One principles. It means that 

all units and employees are involved in creating common process descriptions. Sourcing 

Development formed a project team to lead this project. 
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The project began with process owners gathering information on existing processes. 

Project team created an excel template where these processes were described by their 

owners. After all processes had been described in the excel file, project team started to 

combine and simplify the process descriptions. According to the manager of this 

project, the most challenging task was to determine the interfaces between subprocesses 

and to combine an appropriate process model. This process model was then presented to 

the process owners. Project team arranged an anchoring meeting where the model and 

steps of the subprocesses were presented to procurement personnel. During this 

meeting, some smaller improvements were identified at lower level process 

descriptions.  The final high level process model is illustrated in Figure 15. During this 

work, the project is at finalization phase. At this phase, process owners create and 

update work instructions to fill in the gaps that were identified during the project.  

 

Figure 15. SSAB’s Procurement Process Model. 

4.2.2 P2P Process at SSAB 

In this thesis, the focus is on case company’s purchase-to-payment process and 

purchasing methods. Operational Procurement owns the P2P process that consists of 

operational procurement process and direct sourcing process. Operational Procurement 

is also responsible for different purchasing methods that are used to conduct this 

process. As described in previous subchapter, process owners are obligated to create and 

update work instructions that support the implementation of Procurement Process 

Model. To perform this task, SSAB’s Operational Procurement has conducted a P2P 

process review that was presented in Figure 13. 
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The processes are documented using simple arrow model presented in Figure 16. It 

illustrates operational procurement process, direct sourcing process and the sequence of 

steps including both these processes. Purchasing methods i.e. ways of buying are 

described in work instructions that are part of sourcing and contracting process. These 

methods and their different use in Finland and Sweden are described in chapter 4.4.7. 

Case organization’s process documentations are in excel-format. Each phase includes a 

short description of the step, the result of step, and important points that need to be 

considered in that step. Furthermore, document determines briefly the roles of different 

stakeholders at each step. In addition to Operational Procurement, the most important 

stakeholders of operational procurement process and direct sourcing process are 

Strategic Procurement, internal customer, technical contact, warehouse personnel, 

Accounts Payable and supplier. The document also includes references to relevant work 

instructions, documents and templates of each step. 

 

Figure 16. Operational procurement process and direct sourcing process of case 

company. 

SSAB’s P2P process is triggered by purchasing needs and requirements of internal 

customer. These needs and requirements are communicated to responsible purchaser 

through free-text or article PRs. For free text purchase, internal customer creates a PR 

when purchasing need is identified. For articles, creation of PR depends on whether the 

article is kept in stock or not. If article is kept in stock, internal customer creates a 

material requisition which automatically decreases the stock level of this article. When 

the stock level decreases below the predefined re-order point, system creates an 

automatic warehouse impulse that is seen as PR in Procurement ERP system. If article 
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is not kept in stock, internal customer creates PR when purchase need is identified. All 

articles have an owner that has to approve PR before it is forwarded to Procurement 

ERP system. 

PRs are created in ERP systems. In Finland, internal customer uses Arttu system to 

create PR and it is automatically transferred to the SAP ERP system that is used at 

Procurement Function. In Sweden, internal customer creates PRs in IFS which is used 

also at Procurement Department. When internal customer creates PRs, he/she is also 

responsible for determining the specification of the purchase need. Usually this 

specification is delivered to purchaser via system or e-mail. Specification covers at least 

following issues: description of material or service, delivery schedule, quantities, 

quality requirements, drawings, technical documents and other descriptions of 

preconditions required to fulfil the purchase need. 

The second step of process is PR analysis that consists of priority, contract compliancy, 

technical, financial, and market analyses. Based on conducted analyses, purchaser 

decides on purchase plan and how to proceed in the process. If technical analysis brings 

out a need for additional information, it is possible to return to previous step and ask 

technical contact for more detailed specifications. If the decision is to arrange tendering 

and send RFQs to suppliers, the next step is direct sourcing process. If there is no need 

for sourcing process, it is also possible to move directly into ordering phase. 

Beginning from the step three, the five following steps compose the direct sourcing 

process. This process starts with selecting potential suppliers utilizing the list of 

applicable and accepted suppliers. It is also possible to seek for alternative potential 

suppliers outside the existing supplier base. RFQs are created and sent to selected 

supplier. They should include all information needed to ensure applicable, valid and 

comparable quotations from suppliers. In addition to general technical specifications, 

RFQs should include payment terms, delivery terms and other relevant terms and 

conditions for the purchase.  

When all quotations have been received or the quotation deadline has passed, purchaser 

evaluates and compares the quotations. If necessary, quotations are communicated and 

discussed with internal customer. The first step of analysis consists of evaluating the 



65 

validity and applicability of quotations. The comparison is made in accordance with set 

criteria and should cover at least following topics; commercial differences against RFQ, 

quality, cost breakdown emphasizing the TCO, quality and safety. At the end of 

comparison, purchaser decides whether it is reasonable to arrange negotiations or not. 

Especially if the quotations concern straightforward material deliveries, negotiations are 

not needed. In complex, high-value material purchases and service purchases 

negotiations are more common. There are two main purposes why negotiations are 

arranged. First of all, negotiations help to ensure that each party understands the scope 

and specification of RFQ and quotation in the same way. This helps to avoid 

misunderstandings and conflicts in the later steps of the process. Secondly, negotiations 

help purchaser to ensure that quotations are comparable and to select the most cost-

efficient solution.  

Purchaser makes the decision on supplier based on comparison and evaluation of 

quotations. As mentioned previously, the main driver for the decision should be the 

TCO. The selected supplier should be able to fulfil the technical requirements with best 

commercial terms and conditions. Other factors that need to be considered in supplier 

selection are safety, quality, sustainability and legislative requirements. The internal 

customer is involved in decision-making if needed. SSAB’s Procurement Policy states 

that the selection of supplier shall be transparent and the reasons for selection shall be 

documented. The quotations, comparison and supplier selection material are archived 

according to archiving rules. 

After supplier has been selected, purchaser creates PO in the Procurement ERP system. 

It is the final official document created by customer party. Thus, it is important that PO 

includes all relevant technical and commercial information. When supplier receives the 

PO they should respond with an OC. Purchaser is responsible for checking that OC 

matches with PO in terms of price, quantity, delivery time, general terms, specification 

and payment terms. Order confirmations are registered and archived according to 

working instructions. If the OC does not match the PO, purchaser is responsible for 

finding and solving the root cause cooperating with supplier and internal customer. 

The tenth step of SSAB’s P2P process consists of delivery follow-up. Purchaser is 

responsible for following the delivery and ensuring that supplier delivers supplies 
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according to agreed terms and conditions. Delivery follow-up reports help purchaser to 

recognize deviation and take corrective actions such as sending vendor reminders. If 

there are any deviations, internal customer needs to be informed. In service deliveries, 

the internal customer is responsible for supervising and following-up the delivery as 

well as informing procurement on deviations.  

When the material arrives at SSAB or the service delivery is completed, the next step is 

delivery receipt. In case of material deliveries, internal customer and/or warehouse 

personnel is responsible for inspection activities, including checking the supply and 

ensuring that it matches the PO. If there are not any deviations, internal customer and/or 

warehouse personnel registers goods receipt into ERP system. In case of service 

delivery, a final acceptance meeting with purchaser, internal customer and supplier may 

be arranged.  

If there are any deviations in delivery of material or service, purchaser is informed. If 

the deviation is caused by the activity of supplier, internal customer and/or warehouse 

personnel also registers the deviation into the system.  Purchaser is responsible for 

proceeding with claiming process and cooperating with supplier in order to find and 

solve the root cause for the deviation. 

The last two steps of operational procurement process include the invoice matching and 

the payment of supplier invoice. According to Johnson et al. (2011, p. 91) invoice 

clearance may be conducted by procurement or AP. At SSAB, AP (that is part of Global 

Business Services) is responsible for invoice matching. If there are any procurement 

related invoice errors, they are forwarded to responsible purchaser.  When the invoice 

matches with PO or the invoice error has been completed, AP accepts the payment. 

4.3 Cross-Country Differences in P2P Process 

At SSAB, Operational Procurement is mainly responsible for conducting P2P process. 

Table 10 summarizes some KPIs of SSAB Operational Procurement. Appendix A 

includes a more detailed description of each of the presented KPIs. 
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Table 10.  Summary of SSAB Operational Procurement KPIs. 

KPI Sweden Finland 
Number of operational 
purchasers 

16 8 

Number of PRs 103 850 (51 925) * 36 048 

Number of PR lines 121 318 (60 659) * 51 814 

Average PR queue 180-210 ** 60-80 

Amount of POs 69 416 (34 708) * 30 491 

Amount of PO rows 129 586 (64 793) * 55 857 

PO rows per operational 
purchaser 

6 586 (3 293) * 6 479 

PR lead time 0-3 days - 90 % 
4-7 days - 7 % 
+8 days - 3 % 

0-3 days - 84 % 
4-7 days - 8 % 
+8 days - 7 % 

* Observed time period 1.7.2016-31.12.2016. Actual value in brackets and 
extrapolation for time period 1.1.2016-31.12.2016 outside the brackets. 
** Estimated 

The number of operational purchasers in Sweden is double that of Finland. In Sweden, 

there are also some internal customers, which use a part of their work time for 

conducting purchasing activities. Considering this fact, the KPIs related to number of 

PRs, PR lines, POs and PO lines do not reveal any big differences between Sweden and 

Finland. When evaluating the efficiency of P2P process, the most interesting KPI is PR 

lead time. In 2016, there was a clear difference in PR lead time between Sweden and 

Finland. To find explanations for this difference, the working methods need to be 

analyzed in more detail. 

Workshops, recap meetings, intensive days, interviews and quantitative analysis 

exposed that the steps of P2P process are not conducted identically in Sweden and 

Finland. The summary of identified differences between countries is presented in 

appendix C. The significance of each difference is determined as very significant (+++), 

significant (++) or weak (+). In following subchapters, the most important differences 

(including very significant +++ and significant ++) in working methods between 

Finland and Sweden are described in more detail.  
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Figure 17. Cross-country differences in P2P process working methods. 

Figure 17 illustrates how identified differences are associated with the phases of case 

company’s P2P process. Chapters 4.3.1-4.3.6 focus on describing these differences. In 

addition to differences directly related to P2P process, there are also some differences 

that relate to purchasing methods. These differences are defined in chapter 4.3.7. 

4.3.1 Purchase Requisition Specification and Purchase Requisition Analysis 

Approval procedure for free text purchase requisitions 

Analyzing the first two steps of case company’s P2P process reveals three differences 

that are defined as very significant. First of these differences is related to approval 

procedure for free text PRs. There is not any systematic and separate procedure for 

approving free text PRs in Finland. When internal customer creates a free text PR, it 

does not have to be approved by cost center owner before it is transferred to 

Procurement’s ERP system. Current approval procedure is based on restricted amount 

of permitted requisitioners. As the statistics in appendix A illustrate, there were 631 

active requisitioners in Finland in 2016. In Sweden, the number of requisitioners was 

considerably higher with 1675 active requisitioners, even though the observation period 

was half a year. In Sweden, there is a systematic approval procedure for free text PRs. 

All free text PRs need to be approved by cost center owner before they are transferred to 

responsible purchaser to be handled. 
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Target budget/price estimation and re-authorization process 

Another very significant difference concerns the target budget or price estimation in free 

text PRs. In Sweden, internal customer usually provides purchaser with price 

estimation. In Finland, it is much more common that internal customer has not 

estimated the price or set any target budget in free text PR. Usually it means that unit 

price in PR is one euro. When proceeding to direct sourcing process, price is agreed 

with the supplier. If the material or service is included in agreement, similar order has 

been placed recently or previous quotation is valid, it is not necessary to arrange 

tendering and purchaser estimates the price before sending PO to supplier.  

Sometimes the actual price may be much higher than target budget or price estimation 

determined in PR. In Sweden, purchaser sends PR back to internal customer for re-

authorization if the actual price differs much from estimated. A thumb rule for re-

authorization process is 300 Swedish crowns or 5 % difference between estimated and 

actual price. This kind of guideline or formal re-authorization process does not exist in 

Finland. Since internal customer does not usually determine a target budget in PR, 

purchaser does not have a price level against which to evaluate supplier’s quotation. 

Thus, it is up to purchaser whether he/she confirms that internal customer agrees the 

price or not.  

Supplier proposal 

The last very significant difference related to the first two steps of P2P process concerns 

how often internal customer proposes supplier in PR. In Sweden more than 90 % of PRs 

have supplier predefined while in Finland internal customer proposes a supplier in 74 % 

of PRs. For article purchases and PRs that are included in SAP outline agreement, 

system proposes supplier automatically in most cases. However, analyzing free text PRs 

that are not included in SAP outline agreements reveals that only 45 % of these PRs 

have supplier predefined. Although the Swedish figure is based on estimation, there is 

clearly a cross-country difference in how internal customer proposes the supplier in free 

text PRs. In both countries, only one supplier can be proposed as a main supplier. If the 

internal customer wants to suggest several potential suppliers to be invited into 

tendering, they are usually listed in PR specification or attached as a note. 
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Default setting for delivery date 

At SSAB, internal customer can either determine the desired delivery date in PR or use 

default setting. In both countries it is quite common that requester does not determine 

the desired delivery date but leaves the date as default either on purpose or by mistake. 

In Sweden, this default setting for delivery date is the day when PR has been created. In 

most cases it is not possible to deliver the goods or service during the same day that the 

order has been placed. Because of that, purchaser has to ask requester when the 

purchase is actually needed or estimate the delivery time based on experience. In 

Finland, the default delivery date is three weeks from PR-creation-date. This practice is 

also problematic, since it does not define the date when purchase is actually needed.  

Referral groups 

For some specific commodities such as chemicals, it is important or even necessary to 

control that only correct materials are purchased and used. To control these purchases in 

Swedish sites, specific referral groups have been formed. They consist of group of 

internal customers that are experts within the commodity in question. For example PRs 

including new chemicals have to be approved by referral group before they transfer to 

Procurement ERP system. In Finland, there are not any specific referral groups for 

controlling purchases. For example in chemical purchases, only certain internal 

customers are creating PRs. They should be aware of what chemicals can be purchased 

and used.  

4.3.2 Direct Sourcing Process 

One-time-vendor 

As described in chapter 2.2.4, existing supplier base may not be able to deliver desired 

material or service. This generates a need for finding an entirely new supplier. In these 

kinds of cases, SAP system in Finland provides a possibility to place an order to one-

time-vendor (OTV). OTV is used when the desired supplier is not in SSAB’s vendor 

master data. It is found to be useful especially in case of low-price delivery when 

purchaser knows that same supplier will not be used later. OTV can be used for example 

to test new supplier before deciding whether to add new supplier to company’s vendor 

master data or not. IFS system in Sweden does not have this kind of function. Before 
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placing an order to new supplier, the supplier has to be created and approved through 

supplier approval process. 

Creating request for quotations 

Quantitative analysis revealed that there is a significant difference related to creating 

RFQs in the system. In Finland, a total of 2163 PRs were sent for tendering by 

purchasers in 2016. It means that about 6 % of all PRs went through direct sourcing 

process so that RFQs were created in ERP system. In Sweden, the extrapolated number 

of RFQs created in ERP system was 406 that compose 0,40 % of the PR flow. When 

comparing these numbers, it is good to understand that in both countries purchasers also 

use informal e-mail inquiries instead of creating RFQ in ERP system. Operational 

Procurement Finland has had a campaign aiming at encouraging purchasers to arrange 

tendering processes more often and create RFQs in ERP to improve the transparency of 

tendering.  

Archiving quotations 

As for the direct sourcing process, probably the biggest difference between Sweden and 

Finland concerns archiving of suppliers’ quotations. Swedish purchasers archive all 

quotations in IFS, attached to RFQ in question. Common practice in Finland has been to 

register quotations in SAP system. SAP registration means that the price and delivery 

time of each quotation have been saved in system. The quotation documents have been 

archived in quotation folder in outlook or purchaser’s own network drive. It means that 

only the responsible purchaser has had access to quotation documents.  

4.3.3 Purchase Order 

Standard/default texts 

There are many kinds of standard or default texts that are included in RFQ and PO 

documents. By using these standard or default texts purchaser does not have to write 

same terms and conditions separately for each document.  In Sweden, these texts and 

different purchasing templates are archived in IFS. When purchasers are creating RFQs 

or POs, they can pick up appropriate texts and include them in the document. In 

Finland, purchasers have their own or shared standard texts that are archived in their 
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own folders. Currently, there are not any standard texts or purchasing templates in SAP, 

but the system developer is figuring out it that would be possible. 

Technical specifications in free text PO 

Another significant difference in creating PO relates to how technical specifications are 

included in free text POs. Requisitioners in Sweden can write technical specifications as 

a PR note or include them as PR attachment. If the specifications are written in PR 

notes, purchaser has to manually copy and paste these texts into PO document. 

Requesters in Finland usually write technical specifications in free text field that is 

automatically transmitted to PO document. It is also possible to include specifications 

such as technical drawings as PR attachments. However, PRs are created in ARTTU 

and these attachments are not transferred to SAP. Purchaser has to use ARTTU system 

to see documents that have been attached to PR. That is why requisitioners usually send 

necessary attachments via e-mail. In both systems, required PR attachments must be 

manually attached to PO document. 

4.3.4 Order Confirmations and Delivery Follow-Up 

Order Confirmation Monitoring 

Delivery follow-up reports in both countries support also monitoring of order 

confirmations. These reports include a column that indicates whether the PO has been 

confirmed or not. In IFS purchaser is also able to create a separate OC report consisting 

of POs that have not been confirmed. Although these kinds of tools for OC monitoring 

exist in both countries, there is a variation in how these tools are utilized in practice. At 

the moment, Swedish purchasers are not utilizing these reports and monitoring OCs 

regularly. Some specific orders may be checked if purchaser has a specific reason. 

Meanwhile in Finland, most purchasers are monitoring OCs weekly. In addition to 

previously described report they may use also other tools such as e-mail flagging and 

manual following of order confirmations.  

OC archiving  

Just like for RFQs, Swedish and Finnish Operational Procurement have different 

practices for archiving OCs. In Sweden, all confirmations are archived in IFS by 

attaching them to related PO document. If the confirmation is just an e-mail message, 
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purchaser copies the message and pastes it into the PO notes. In Finland, common 

practice has been to archive all confirmations in purchaser’s own e-mail archives. Order 

confirmation ID and the confirmation date are registered into SAP system. It has been 

possible to find wanted OCs later by using confirmation ID or PO number as search 

criteria in e-mail. 

Delivery follow-up  

In both countries, purchasers have an updated delivery follow-up report available all the 

time. In work instructions, it is stated that purchasers should check this report weekly 

and perform required actions cooperating with internal customer and supplier. Usually 

internal customer is contacted first to ask whether the delivery has been received or not. 

If yes, internal customer should create a goods receipt. In case that delivery has not 

arrived at SSAB, purchaser sends reminder to vendor. Still, there is a difference 

between countries on how purchasers execute these delivery follow-up activities. In 

Sweden, the guideline is that purchasers should check all POs that are delayed for more 

than seven days.  Guideline in Finland is that purchasers check also POs that are less 

than seven days delayed.  

Vendor reminders 

In Sweden, ERP system enables creating standard vendor reminders directly from the 

report by clicking unconfirmed or undelivered PO. These reminders can be sent to 

supplier as e-mail attachments. One column in the report illustrates whether vendor 

reminder has been sent or not. In Finland, it is not possible to create reminders in the 

system. Purchasers usually call or create and send an e-mail reminder manually to the 

supplier.  

4.3.5 Delivery Receipt and Vendor Claims 

Delivery reception for services 

As stated in process description, internal customer is responsible for following up the 

service deliveries and registering them as received in the system. However, there is a 

difference between Sweden and Finland how it is verified that the service has been 

completely delivered in accordance with agreed terms and conditions. In Finland, there 

is a guideline to arrange a documented final acceptance meeting for all service 
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purchases when the value is above 25 000 euros. The participants of these meeting 

include at least purchaser, internal customer and supplier. In final acceptance meeting 

parties ensure that service has been completely delivered and check the additional and 

modification works that have been agreed during service delivery. Furthermore, the 

delivery performance of the supplier is assessed using Delivery Evaluation template. 

The meeting is documented and accepted using the official Minutes of Final Acceptance 

template. 

In Sweden, there is not any guideline determining whether the final acceptance meeting 

should be arranged or not. If service purchase is hourly work based on existing 

framework agreement, no final acceptance meeting is arranged. When the service has 

been delivered and internal customer has agreed on executed working hours with the 

supplier, he/she receives the service in the system and approves the invoice. For 

separate high-value service deliveries with a predefined scope, final acceptance meeting 

may be arranged. In lower price deliveries, internal customer just approves the 

additional or modification works and the final invoice. Responsible purchaser does not 

usually get any information on changes in the scope and price. 

Handling vendor claims 

Practices in claiming process and handling vendor claims differ much between Sweden 

and Finland. Swedish purchasers consider current claiming process description to be too 

heavy and complex for the majority of claims handled by them. Thus, most Swedish 

purchasers are not handling vendor claims according to current process description and 

they do not register claims in ERP system. The common practice in Sweden is to handle 

vendor claims by sending e-mail or placing a phone call to supplier. An extrapolated 

number of vendor claims created in ERP system was 342 in 2016. Most of the 

purchasers have not registered or archived their vendor claims anywhere. Thus, it is not 

possible to find reliable history on vendor claims handled by Swedish purchasers.  

In Finland, all vendor claims are handled in SAP system. In 2016, Finnish purchasers 

handled a total of 417 vendor claims. Also the Finnish purchasers consider current 

claiming process description as a bit too formal but the main steps of the process are 

being followed. Internal customer has been instructed to enter all delivery deviations 
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and other vendor claims into the system where they are handled by responsible 

purchaser. It is possible to find history and create statistics on handled claims in SAP. 

Another small difference in vendor claims concerns the deviations which are handled as 

vendor claims. In Sweden, under-delivery, over-delivery and standard part with wrong 

dimension are not handled as a supplier claim. Internal customer or purchaser only 

contacts supplier and asks for corrective actions. According to Finnish working 

instructions, these should be registered into the system and handled as vendor claims. In 

practice, it depends on purchaser and internal customer whether these deviations are 

registered into system and handled as claims or not. 

4.3.6 Invoice Matching and Payment 

Invoice approving when price mismatches the PO 

When the price in the invoice does not match the price determined in PO, invoice has to 

be approved before it is paid. In Finland, AP forwards the invoice error to responsible 

purchaser. Purchaser then contacts internal customer to clarify whether the price in the 

invoice is correct or not. If internal customer confirms the price, purchaser changes the 

right price in the system and forwards invoice back to AP for payment.  

The invoice approving procedure is a bit different in Sweden. If the invoice is related to 

material purchase, AP forwards it to responsible purchaser. Purchaser then asks internal 

customer to check and approve the price. If the invoice is related to service purchase, 

AP forwards the invoice error directly to requisitioner. In that case, it is possible that 

responsible purchaser does not get any information about the price mismatch. Another 

difference is that it is not enough that requisitioner approves the price, but there are two 

steps in invoice approving. After requisitioner has approved the invoice it needs to be 

attested by the cost center owner also. For article purchases, purchasers correct the price 

in the system to match with invoiced price. For other purchases, invoice is just approved 

and no changes are usually made to PO in the system. 

Invoice error handling 

Invoices related to Swedish and Finnish POs are checked differently. The checking of 

Swedish invoices is partly outsourced to other company. It means that AP scans the 
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invoices and sends them to that company to be automatically checked. For Finnish POs, 

AP is responsible for checking the invoices. As described in chapter 4.2.2, Procurement 

is responsible for correcting procurement-related invoice errors. 

AP forwards these invoice errors into correct invoice error queue. In Sweden, there are 

two kinds of queues for invoice errors: common queue and personal queues. The 

invoice error is put into common queue if the invoice does not include the name of 

responsible purchaser, the invoice is related to web shop order, or the person entered in 

the invoice is not a registered invoice receiver. In addition having their personal queues, 

Swedish purchasers also have a joint responsibility for handling invoice errors in 

common queue. In SAP, there are only personal queues for each purchaser.  

Another difference related to invoice error handling is that it is not possible to find any 

history on invoice errors handled in IFS. On the contrary, Finnish purchasers are able to 

find history on invoice errors that they have handled. In SAP it is possible to look for 

invoices that you have handled, select different time periods for your search, check who 

other people have handled the same invoice, and see what messages have been sent and 

what actions have been made. 

4.3.7 Purchasing Methods 

Mostly because of the different Procurement ERP systems, there are many differences 

in purchasing methods between Sweden and Finland. During fourth workshops in both 

countries, different purchasing methods were identified and their main characteristics 

were described. Table 11 illustrates these purchasing methods and how they correspond 

to purchasing methods used in other country. 

Table 11. Purchasing methods in Sweden and Finland. 

Sweden Finland 
Stock Replenishments Automatic Stock Replenishments 

Standard POs (article) 

Purchase Articles 

Free Text Purchases Standard POs (free text) 

Not existing Framework Orders 

Supplier Defined Parts Not existing 

Punch-Out Catalogues Not existing 

Annual Orders /  Supplier-Controlled Storage Annual Orders 

Call-Off Orders (not in use) Call-Of Orders  
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Stock articles and purchase articles 

In Sweden, there are separate registers for purchase articles and stock articles. Purchase 

article register is maintained by procurement organization and warehouse organization 

is responsible for maintaining register for stock articles. Purchase articles that are kept 

in stock, have a corresponding stock article. There are also purchase articles that are not 

stored. These purchase articles either do not have a corresponding stock article or they 

have one with store level determined as zero. When warehouse makes changes to stock 

article, corresponding purchase article is automatically changed accordingly. In SAP it 

would also be possible to have separate registers for purchase articles and stock articles. 

Currently, only the stock articles are used. Not all stock articles are kept in warehouse 

and the stock level for these articles is determined as zero. 

Based on two separate article registers, there are also two separate purchasing methods 

for articles in Sweden. First of them is for purchase articles that are not kept in stock 

and the other for articles that are kept in stock. The difference between these two 

purchasing methods is how the requisition is created into the system. For stock 

replenishments, automatic warehouse impulse is a trigger for P2P process. For purchase 

articles or stock articles with stock level zero, internal customer creates a PR when 

purchase need is identified. Although there are similar differences in Finland, these 

purchasing methods are not determined as separate methods. That is because the rest of 

the P2P process is similar for all articles regardless of their stock level. 

Automatic stock replenishments 

As described in chapter 4.2.2, it is possible to include articles in SAP outline 

agreements in Finland. These agreements form a basis for automatic stock 

replenishments that steer the flow of warehouse articles automatically to agreed 

suppliers. When the stock level decreases below predetermined reorder point, system 

automatically creates a PR that is transferred to SAP. SAP creates an automatic PO to 

supplier either immediately or gathers several PRs in same PO and sends them 

periodically to supplier according to agreed terms and conditions.  

In IFS it is also possible to automatize stock replenishments. It is done by determining 

value “order direct” in stock article. When these articles reach the replenishment level, 

instead of creating a PR, system automatically creates a PO. Nevertheless, this order is 
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not sent to supplier automatically. It has to be released and sent to the supplier manually 

by responsible purchaser. 

Free text purchase order 

Free text POs are so called normal purchase orders that purchasers have to handle 

manually. Regarding to this purchasing method, there are not many big differences 

between Sweden and Finland. Maybe the most important difference is related to 

approval procedure for free text purchases. This difference has been described 

previously in this chapter. 

Framework orders 

SSAB has framework agreements with specific service suppliers both in Sweden and 

Finland. These agreements are useful when same supplier delivers a lot of recurring 

service and maintenance work transactions for several different purposes. In framework 

agreement, parties agree for example on the hourly rates and appropriate 

compensations. When Swedish internal customer and purchaser decide to use 

framework agreement for specific work delivery, they always have to create a new free 

text PO with a reference to framework agreement.  

In Finland, these framework agreements are integrated into SAP as framework orders. 

Internal customer and responsible purchaser can call-off supplier to conduct service 

work according to terms and conditions agreed in framework order. They do not have to 

create a new PO for all service deliveries related to one framework agreement but can 

use the same framework order every time. In Raahe, supplier is also responsible for 

registering approved working hours in the system. In Hämeenlinna, internal customer 

approves the working hours and registers them in the system. When working hours have 

been approved and registered in the system, invoice is paid to supplier. 

Call-off orders 

Internal customers in Finland use call-off orders to call-off agreed supplies from agreed 

vendors. Call-off order is one kind of simple catalogue solution which enables internal 

customers creating automatic POs. Like automatic stock replenishments, call-off orders 

are also based on SAP outline agreements. In addition to article purchases, it is also 
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possible to order agreed free text materials and service supplies by using call-off orders. 

When internal customer creates a call-off order, it does not have to go through approval 

process and system automatically sends created order to the supplier. In Sweden, call-

off orders are not in general use. Nevertheless, IFS enables this purchasing method and 

Swedish organization has planned to test how this function works in practice. In IFS, 

call-off orders can be used only for purchase articles.  

Electronic catalogues 

One big difference related to purchasing methods concerns e-procurement methods.  E-

catalogues enable automatic purchasing of materials that are included in agreement 

between SSAB and the supplier. In Sweden, there are two existing e-procurement 

methods, punch-out catalogue and supplier defined parts. Punch-out catalogue is a 

purchasing method that connects IFS eBuyer with suppliers’ own web-shops. These 

catalogues include numerous different articles and are updated by supplier. By using 

punch-out catalogue, internal customer can order also materials that are not included in 

related agreement. Another electronic catalogue consists of supplier defined parts. They 

are also purchased via eBuyer, but SSAB is responsible for updating the catalogue. 

When internal customer creates a PR in eBuyer, it is sent to his/her manager for 

approval. When PR is approved, eBuyer sends and automatic PO to agreed supplier. In 

Finland, there are not any e-procurement methods in use. However, there is an ongoing 

project that aims at enabling use of electronic catalogues in Finland.  

Annual orders 

There are some practical differences in how annual orders are utilized in Sweden and 

Finland. In Sweden, annual orders usually consist of one PO row with price estimation 

for whole year. This price estimation does not limit the use of the order. Although the 

price estimation in the annual PO is for example 50 000 Swedish crowns, internal 

customer can approve invoices that exceed the target budget.  

Finnish annual orders usually consist of more than one PO rows. Every time annual 

order is used, purchaser creates a new PO row accordingly. In practice, it means that 

purchaser creates a new PO row that corresponds to invoice approved by internal 

customer. Invoice is paid to supplier when it matches the row in annual order. For 
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periodical service transactions, annual orders may include only one PO row. Then 

periodical invoices are controlled by using invoice plans. 

In Sweden, annual service orders are used both for periodical service transactions and 

for regularly recurring service transactions. In Finland, regularly recurring service 

transactions can be purchased alternatively by using call-off orders. Annual material 

order is a purchasing method for ordering consumables. For these orders, suppliers send 

periodical consolidated invoices that are approved by internal customer. Swedish 

purchasers use annual orders also for purchases related to vendor managed inventories 

(VMI). For these inventories, supplier is responsible for controlling and replenishing 

stock levels. Supplier sends periodical invoices and reports to SSAB referring to annual 

order. 

Purchases without PO 

In both countries, there is also some spend that is not managed and processed in 

Procurement ERP systems. For these purchases, there is not any PO created using one 

of the existing purchasing methods. There are two different reasons for purchases that 

are not handled in the ERP system. Firstly, some of this spend relates to purchases 

where internal customer is operating directly with supplier and Procurement Department 

is not involved. For these purchases, Procurement is not able to control and report the 

spend.  

Secondly, there are some purchases that are controlled by Procurement Department but 

for some reason, they are not processed in the ERP system. For example in Finland, 

there are some VMIs from which it is possible to pick up materials without creating an 

order in the system. In that case, the supplier is responsible for providing SSAB with 

reports including the spend and the content of consumption periodically. 
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5 STANDARDIZING OPERATIONAL PROCUREMENT 

PROCESS AT SSAB 

At the beginning of this chapter, it is evaluated how process descriptions and 

documentations of SSAB Procurement fulfil the aspects of van Weele’s (2010) 

purchasing model. Moreover, SSAB’s P2P process is compared with theoretical 

processes. Then it is analyzed how different contextual factors are expressed in case 

organization, determining the extent of standardization. 

Above all, this chapter focuses on analyzing cross-country differences in working 

methods and practices in more detail. Existing working methods and practices are 

compared based on theoretical research, quantitative statistics and qualitative 

information gathered in workshops, interviews and recap meetings. The objective is to 

identify the best practices which could be harmonized. At the same time, working 

methods and practices that cause waste in the process are recognized. As a result of this 

chapter, it is proposed how SSAB Procurement should act regarding to each of the 

identified difference. The purpose is to find an optimal balance between standardization 

and variation. 

5.1 Theoretical Reflection of Process Description 

Van Weele (2010, p. 28-29) describes five important aspects of his purchasing model. 

Comparing these aspects presented in Table 7 against case company’s process 

description and documentation reveals that these aspects fit also SSAB’s purchasing 

process. As the process description indicates, SSAB’s P2P process is triggered by the 

needs and requirements of internal customer. Furthermore, the steps of purchasing 

process are closely connected to each other. Thus, it is obvious that the purchasing 

process of SSAB is in accordance with the first two aspects.   

Third aspect determined by van Weele (2010, p. 28-30) states that the phases of the 

process and the outputs of each phase should be clearly defined to ensure coordinated 

and systematic purchasing process. As described in chapter 4.2.1, case organization’s 

process documentation includes a short description of each of the steps and their 

outputs. Before the P2P process review, the process documentation at SSAB 
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Procurement did not completely fulfil this aspect. There were many work instructions 

that were referred in process description but some of these work instructions did not 

exist or they were not updated. During P2P process review, the documentation was 

improved when old work instructions were updated and new work instructions were 

created based on the findings of workshops and recap meetings. 

Case company’s P2P process is in accordance with the last two aspects. In process 

documents, the roles, tasks, and responsibilities of each relevant party are determined. 

In some cases, such as in delivery follow-up, the successful completion of step requires 

that purchaser and internal customer are performing their tasks and responsibilities co-

operating with each other.  

Table 12 illustrates a comparison between the operational procurement process of case 

company and the theoretical processes handled in literature research. Probably the most 

obvious difference between the steps of case company’s operational procurement 

process and the theoretical processes considers the supplier selection. In SSAB’s 

operational procurement, the phase of supplier selection is determined as a separate 

direct sourcing process. However, as van Weele (2010, p. 31) describes, all steps of 

purchasing process do not need to be covered every time. Especially in complex cases, 

it is useful to go precisely through all the steps but in case of straightforward material 

deliveries it is not that beneficial. SSAB has determined direct sourcing process as 

separate process because it consists of steps that are not needed every time. When 

purchaser selects a purchase plan, he/she decides whether it is appropriate to go through 

this direct sourcing process or not. Although supplier selection has its own process 

description at SSAB, the content of this step does not differ from theoretical content. 

The third phase of van Weele’s purchasing process is called contracting. At SSAB, this 

step is not described as separate P2P process phase for single purchase orders. If the 

purchase is not related to existing frame agreement, the terms and conditions of PO are 

usually agreed during direct sourcing process. If there is not valid frame agreement but 

the contract is needed, SSAB Procurement proceeds with a separate sourcing and 

contracting process. 
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Another small difference that leaps out from Table 12 is the follow-up and evaluation 

that is the last phase of van Weele’s (2010) purchasing process. In this phase, the 

performance of supplier is evaluated. After the process has been completed, it is 

important to follow-up and evaluate the purchasing process in order to identify potential 

areas for improvement. (van Weele 2010, p. 43) Although this follow-up is not a 

separate step in SSAB’s P2P process, it is mentioned in upper level process description. 

It is stated that follow-up is part of each process step and all activities are followed-up 

according to SSAB One structure. As for supplier evaluation, it is determined as 

separate process in SSAB’s process model. 

Table 12. Comparing SSAB’s P2P process with theoretical processes. 

 

Case company Johnson et al. (2011) van Weele (2010) Literature research - Johnson et 
al. (2011) and van Weele (2010) 
combined 

 

Recognition of need or 
stock impulse 

1. Recognition of need     

 

1. Purchase requisition and 
technical specification 

2. Description of need 1. Specification 1. Specification 

 

2. Purchase requisition 
analysis 

D
ir

ec
t 

so
u

rc
in

g 
p

ro
ce

ss
 3. Select potential 

supplier(s) 
3. Identification and 
analysis of possible 
sources of supply 

2. Supplier selection 2. Supplier selection 

4. Conduct RFP 4. Supplier selection and 
determination of terms 

    

5. Evaluate proposals     

6. Negotiate with supplier 3. Contracting 3. Contracting 

7. Select suppliers     

 

8. Purchase order 5. Preparation and 
placement of purchase 
order 

4. Ordering 4. Ordering 

 

9. Receive order 
confirmation 

6. Follow-up and 
expediting the order 

5. Expediting 5. Expediting 

 

10. Delivery 

 

11. Delivery reception 7. Receipt and inspection 6. Delivery reception 

 

12. Invoice matching 8. Invoice clearing and 
payment 

7. Invoice clearing and payment 

 

13. Payment 

 
  

  6. Follow-up and 
evaluation 

  

As a conclusion, the P2P process description of case company fulfils the aspects of 

purchasing process model and is very similar to theoretical processes presented by van 

Weele (2010) and Johnson et al. (2011). Although the case company has identified more 

steps than exist in theoretical processes, the content and the sequence of these steps do 

not differ much from the theoretical P2P processes. Since the supplier selection does not 

have to be conducted for all purchases, it has been described as own subprocess. 
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5.2 Contextual Factors at SSAB’s Operational Procurement 

Conducted current state analysis revealed that although the process descriptions are 

common for Sweden and Finland, there are many differences in how P2P is conducted 

in practice. To determine appropriate extent of standardization, it has to be evaluated 

how different contextual factors affect the six aspects of business processes: activities, 

control-flow, data, resources, information technology, and management. The managers 

of SSAB Operational Procurement were interviewed to get their view of how different 

contextual factors are expressed at case organization. Table 13 illustrates how different 

external, internal and immediate contextual factors determine the extent of 

standardization at SSAB Operational Procurement. 

Table 13. Contextual factors at SSAB Operational Procurement. 

 
Contextual factors Standardization potential   

 
Low High 

Ex
te

rn
al

 

Cultural differences Not significant cultural differences. 

Different regulations A few different regulations that do not directly affect P2P process. 

Power distance Low power distance. 

In
te

rn
al

 

Organizational structure Hierarchical organizational structure that combines characteristics of 
centralized and decentralized purchasing. 

Different locations Several different locations, mostly similar resources. 

IT governance 
centralization 

Different systems in Sweden and Finland, Common IT governance enables 
centralized global decisions. 

Number of mergers and 
acquisitions 

SSAB and Rautaruukki merged in summer 2014. 

Maturity level After P2P process review, achieving moderate level in process maturity. 

Product/service 
specificity 

Many different commodities that set their own requirements for example for 
appropriate purchasing methods. 

Im
m
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Process structuredness At high level, P2P process is routine. At lower level, the structuredness 
depends on purchasing method and the complexity of purchase. 

Personal differences Large organization including employees with different backgrounds. A lot of 
tacit knowledge. 
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The cultural environment in Nordic countries is fairly homogenous. There are not any 

big differences between Swedish and Finnish culture that would affect conducting of 

P2P process. From the legislative perspective, there are only small differences for 

example related to service deliveries. As a consequence, between Sweden and Finland, 

there are not any significant differences in cultural or legislative environments that 

would limit the extent of standardization.  

The power distance at SSAB’s Procurement Department is low. Employees that are 

continuously working with the P2P process were involved in P2P process review and 

had a chance to contribute to determining common working methods and practices. 

Furthermore, the decisions on standardizing working methods are made in the 

Operational Procurement Unit. The low power distance enables practice integration and 

supports standardization.  

SSAB’s Procurement Function is a hierarchical organization that combines the 

characteristics of decentralized and centralized purchasing. Hierarchical organizational 

structure and the characteristics of centralized organization model facilitate the 

standardization of procurement processes by combining centralized decisions and 

distributed leadership. Still, as it is illustrated in Figure 11, the organization is not 

completely centralized. There are also some characteristics of decentralized 

organization, the purpose of which is to enable local decision-making and quicker 

responses.  

An example of characteristics of decentralized organization is that SSAB’s Procurement 

organization is divided in five different geographical locations. In both countries, 

Procurement has previously been part of the site organization. Swedish purchasers have 

been part of common Procurement Department since 2013 and Finnish purchasers since 

2008. The resources in different locations are mainly the same but the stakeholders and 

suppliers differ especially between Sweden and Finland, but also between sites. 

According to interviewees, despite quite short history of common and centralized 

Procurement Function, the number of locations does not have a strong effect on 

standardization potential.  

The recent merge of SSAB and Rautaruukki provides and interesting environment for 

process standardization. As Romero et al. (2015b) describe, mergers and acquisitions 
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are sources of variation and increase the number of process variants. Additionally, they 

may increase the level of complexity if different information systems exist. As for 

SSAB Procurement, different ERP systems are used in Finland and Sweden. The 

heterogeneous information system landscape definitely limits the extent of 

standardization. As the current state analysis proved, the P2P process is mostly 

conducted in a similar way in both countries, despite different ERP systems. Thus, 

merge of SSAB and Rautaruukki may provide a favorable environment for 

standardization if it is possible to combine the best practices. Both countries have 

common IT governance, enabling centralized decisions and supporting standardization. 

In their research, Rosenkranz et al. (2009) state that process maturity level positively 

correlates the standardization potential. Comparing SSAB’s operational procurement 

processes against BPMM revealed that the maturity level is different in Finland and 

Sweden. Because of the better existing documentation, the maturity level is better in 

Sweden than in Finland. During the P2P process review, this deficiency was recognized. 

Based on the findings of P2P process review, new work instructions were created and 

old ones updated in both countries. That enables operational procurement process in 

both countries to reach the same level of maturity. The aim is to improve the level of 

maturity by standardizing the working methods and practices also between the 

countries.  

From the product/service specificity point of view, SSAB Procurement has many 

different commodities including various kinds of materials and services. These 

commodities act as sources of necessary variation in P2P process. They affect for 

example the purchasing methods that are used to purchase certain materials and services 

from suppliers. On this account, this contextual factor is closely connected to other 

contextual factor called process structuredness. The structuredness of SSAB’s 

procurement processes depends much on used purchasing methods and the complexity 

of purchase. At high level, the P2P process is routine process that is mostly applicable 

to standardization. At lower level, there are both non-routine and routine subprocesses, 

some of which cannot be standardized to same extent. Especially for the most complex 

and non-routine purchases, some variation needs to be maintained to ensure adequate 

level of process flexibility. 
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Personal differences compose a factor that causes a lot of variation in working methods 

and practices. This factor is emphasized in large organizations like SSAB Procurement 

because there are many employees with different backgrounds, competences, education 

and experience. According to managers of Operational Procurement, there is a lot of 

tacit knowledge at SSAB’s Procurement. During P2P process this tacit knowledge was 

gathered and analyzed, aiming at changing it to explicit and more procedural 

knowledge.  

It can be concluded that there are three contextual factors that restrict the extent of 

standardization. First of all, because different Procurement ERP systems are used in 

Sweden and Finland, it is natural that from the information technology point of view 

standardization activities are limited. However, there are some system-based differences 

between Sweden and Finland that can be harmonized despite having different ERP 

systems. Another thing that limits the extent of standardization is caused by contextual 

factors of product specificity and process structuredness. Because of different 

commodities, complexity of purchases and different purchasing methods, SSAB has to 

maintain some flexibility in P2P process. Thus, it is not possible to completely 

standardize the aspects of activities and control-flow.  

As for the three remaining aspects, contextual factors do not restrict the extent of 

standardization. Although many of the identified differences relate to PRs that is input 

of P2P process, empirical research revealed no reason that would limit the 

standardization of data aspect. Since similar resources exist in both countries and the 

management of Operational Procurement is centralized, same conclusion can be drawn 

for aspects of resources and management. 

5.3 Proposals for Standardizing P2P Process 

Current state analysis revealed that there are several cross-country differences related to 

SSAB’s P2P process and purchasing methods. In order to improve the process 

performance, this chapter compares and analyses alternative working methods and 

practices, aiming at identifying the best practices that could be harmonized.  



88 

Quantitative statistics indicate that in some areas, Operational Procurement Sweden is 

performing better while in other areas Finnish organization produces better results. That 

may be partly because of the different prioritizing between Sweden and Finland. 

Because of the limited time, purchasers have to prioritize their tasks. For example the 

quantitative statistics illustrate that PR lead time was better in Sweden than in Finland. 

It means that in Sweden, PRs were handled more often within agreed time guidelines. 

Nevertheless, at the same time Finnish purchasers conducted expediting activities more 

regularly than their Swedish colleagues. That resulted in better order confirmation rate, 

better hitting rate and fewer invoice errors.  

The purpose of recommendations given in this chapter is to help SSAB Operational 

Procurement to avoid this kind of sub optimization and improve the total efficiency of 

P2P process. Current state analysis revealed that in both countries there are several 

potential areas for improvement. In order to achieve these improvements, SSAB 

Operational Procurement needs to eliminate process waste and standardize best 

practices.  

Appendix D includes a summary of recommendations that are given in this chapter. 

Depending on the scope of the change that is related to given recommendation, they are 

divided in three groups. Some improvements can be achieved by only changing the way 

of working or thinking. These improvements can be achieved in short-term and are 

referred as WMC (Working Method Change) in appendix D. They do not require 

changes to be made in information systems. If there is a need for making changes in the 

existing systems, amendment is referred as SC (System Change). To act according to 

these recommendations, more concrete changes are required. Because these 

improvements often require changes to be made in information systems, more time is 

needed for implementing them. Thirdly, for some differences, it is recommended to 

conduct a more detailed research before making decisions. These proposals are referred 

as NFR (Need for Further Research). Some of the recommended actions are already in 

progress. It means that corrective actions have either been planned or already 

implemented. 
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5.3.1 Purchase Requisition Specification and Purchase Requisition Analysis 

Approval procedure and target budget for free text purchase requisitions 

As defined in chapter 4.4.1 the first two steps of SSAB’s operational procurement 

process include three very significant cross-country differences. Two of these 

differences, approval procedure and target budget for free text PRs, are very closely 

connected to each other.  

In Sweden, all free text PRs need to be approved by cost center owner. Before cost 

center owners approve the PR they want to know how much costs it will cause. Internal 

customers estimate the costs or set a target budget for each free text PR. If the actual 

price exceeds the estimated price, re-authorization process ensures that cost center 

owners are aware of the real costs. These kinds of procedures and practices ensure that 

Swedish cost center owners have a proactive control on all purchases and costs of their 

cost center.  

In Finland, the lack of systematic approval procedure may be one important reason 

explaining the lack of price estimations in free text PRs. Internal customers may not 

estimate the price because it is not mandatory and the requisition does not have to be 

approved by cost center owner. Because of the lack of systematic approval procedure 

and price estimations, Finnish cost center owners do not really have proactive control on 

purchases and costs of their cost center. This problem has been recognized at SSAB and 

Procurement Finland has conducted a survey with key internal customers (requisitioners 

and cost center owners) to decide on new, appropriate and convenient approval 

procedure. The decision was to implement a new approval procedure for free text POs 

with value above 5 000 euros. These kinds of PRs have to be approved by cost center 

owner before PR is transferred to purchaser's queue. 

The decided new approval procedure is still a bit different from Swedish procedure. In 

Sweden, there is not any price limitation for PRs that need to go through approval 

procedure. The decision in Finland was made with key stakeholders including internal 

customers and cost center owners. The goal was to improve current approval procedure 

maintaining it as easy and convenient as possible. To avoid unnecessary bureaucracy, 
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free text PRs below 5 000 euros as well as call-off and warehouse article flow were 

excluded from this approval procedure.  

Based on the findings of conducted survey and this research, it is not reasonable to fully 

standardize the approval procedure between Finland and Sweden. On the one hand, the 

Finnish internal customers would not accept the approval procedure similar to Swedish 

procedure. As described above, they want to keep it as easy and convenient as possible. 

On the other hand, there is a restricted amount of permitted requisitioners in Finland. In 

Sweden, there are much more internal customers that are permitted to create PRs in the 

system. Thus, it is justifiable that Swedish approval procedure is a bit stricter than 

Finnish approval procedure. 

As a part of implementing new approval procedure, it should also be emphasized that 

internal customers are responsible for estimating the price or giving a target budget for 

their purchases. New approval procedure will not work ideally if requisitioners avoid it 

by creating PRs without price estimations. Price estimations are important because they 

enable cost center owners to control their cost center’s purchases and costs. 

Furthermore, it enables predicting and budgeting the costs in future.  

Just like the approval procedure for PRs, existing re-authorization procedure enables 

Swedish cost center owners to have a better control on their cost centers’ purchases. 

Yet, based on the findings of empirical research, it is not reasonable to implement 

entirely similar re-authorization procedure in Finland. It is proposed that Procurement 

Finland should streamline the re-authorization procedure with the new approval 

procedure. Formal re-authorization should be conducted if the estimated price is below 

5 000 euros and the actual price exceeds this limit. Because of the strong resistance 

against increasing the bureaucracy in PR handling, it is proposed that otherwise the re-

authorization could be conducted without formal procedure. If there is a big difference 

between estimated and actual price, purchasers should be instructed to confirm the 

approval from the requisitioner. 

As a conclusion, to enable Finnish cost center owners to have a better and more 

proactive control on the purchases and costs of their cost center, following 

improvements are recommended:  
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 New approval procedure for free text PRs should be implemented as it was 

decided based on conducted survey. All free text purchases above 5 000 euros 

need to be approved by cost center owner. 

 Requisitioners should be instructed and demanded to provide target budget or 

price estimation in their PRs. 

 Formal re-authorization procedure if the estimated price is below 5 000 euros 

and the actual prices exceeds the limit. 

Default setting for delivery date 

As described in chapter 4.4.1 the default setting for delivery date is different in Sweden 

and Finland but both practices have their weaknesses. This issue was discussed in 

workshops and recap meetings during the P2P process review. It was proposed that the 

default setting for delivery date should be changed to blank. Then requisitioner could 

not leave the field as default and should think when the material or service is actually 

needed. According to van Weele (2010, p. 33) internal customer should define the 

desired delivery date in PR specification. 

This setting would also enable JIT (just-in-time) purchasing that is in tune with Lean 

and SSAB One management philosophy. JIT purchasing means that materials are 

purchased so that they are delivered just when they are needed (van Weele 2010, p. 263-

264). In addition to reducing the unnecessary inventory, JIT purchasing would enable 

reducing the waste of overproduction. From the procurement point of view, the waste of 

overproduction means purchasing more materials than is instantly needed or demanded. 

If internal customer should always define the actual desired delivery date, it would also 

facilitate purchasers to prioritize the PRs. Currently, purchasers cannot completely trust 

the delivery date that is determined in PR. Sometimes the delivery time is short 

although the actual need is not that urgent. Realistic delivery dates would enable 

avoiding unnecessary rush caused by too short delivery times.  

Based on the above-mentioned reasoning it is recommended that: 

 Default setting for delivery date should be changed to blank as it was proposed 

during the P2P process review. 
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 Requisitioners should be instructed to determine the actual desired delivery date 

in PR specification. 

Referral groups 

Currently different chemical systems are used in Sweden and Finland. SSAB aims at 

harmonizing practices and implementing the Swedish system also in Finland. According 

to interviewed EHSQ coordinator and Commodity Manger of chemicals, it would be 

beneficial to harmonize PR approval procedure for chemicals after the system has been 

implemented in Finland. In order to harmonize practices, SSAB Finland should form 

referral groups that are responsible for approving chemical PRs. All chemicals should 

have their own material code in the system. When internal customer creates a PR 

including new chemical that has not been registered in system, the chemical should be 

approved by responsible specialist before it is transferred to procurement ERP system. 

As a conclusion, it is recommended that:  

 After new chemical system has been implemented in Finland, SSAB Finland 

should form similar referral groups that already exist in Sweden. These referral 

groups should start controlling chemical purchases in Finnish sites. 

 

Supplier proposal  

The difference related to internal customer proposing a supplier in PR is significant 

because it may greatly affect the following steps of the P2P process. If the internal 

customer does not propose any supplier, purchasers have to identify all potential 

suppliers themselves. Thus, it may be more likely that purchaser decides to proceed 

with direct sourcing process if no supplier has been proposed. More detailed analysis 

reveals that internal customer proposing supplier in PR has its pros and cons. 

On the one hand, internal customer can help purchaser to identify potential suppliers by 

proposing them in PR. Predefined supplier may result in reducing the workload of 

purchaser and avoiding unnecessary or overlapping work for seeking for potential 

suppliers. If no supplier is determined in PR although requisitioner is aware of potential 

suppliers, that may cause two different types of waste. First of all, seeking for potential 

suppliers causes unnecessary movement that does not provide any further value. 

Secondly, if internal customer has useful information such as name of the potential 
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supplier, he/she should share this information in PR specification. Combining different 

types of knowledge and skills helps to avoid the waste of unutilized creativity.  

On the other hand, internal customers should provide purchasers with objective and 

supplier-neutral PR specifications (van Weele 2010, p. 28-33). PR is not supplier-

neutral or objective if it defines a supplier to be used. There is a risk that internal 

customer proposing a supplier may decrease purchaser’s motivation and willingness to 

arrange tendering processes systematically and continuously. That may lead to tendency 

to use same supplier every time although the competitors might be able to offer better 

terms and price. Another risk is related to contract compliancy. Since the internal 

customer may not be aware of existing contracts, using the supplier proposed by internal 

customer may weaken the contract compliancy.  

The quantitative statistics illustrate that Finnish purchasers create much more RFQs in 

the system than their Swedish colleagues. Without a doubt there are many reasons why 

there is that big difference between Sweden and Finland. Anyway, supplier proposals 

provided by requisitioner may be one reason explaining this difference. According to 

Finnish operational purchasers, their campaign proved that sending RFQs is important 

to ensure the optimal TCO. Even when there is only one potential supplier, sending 

RFQs instead of direct ordering helps to keep suppliers on their toes and thus get lower 

prices. 

As described above, both Swedish and Finnish working methods have their pros and 

cons and it is difficult to evaluate which way of working would be better. Hence, it is 

proposed that SSAB’s Operational Procurement should combine the best sides of both 

these practices. It is suggested that: 

 Requisitioners should be instructed to include potential suppliers in PR if they 

have that information 

 Emphasizing that purchaser is always responsible for making the final decision 

on supplier. Although internal customer proposes a supplier, purchaser should 

evaluate if it is appropriate to send RFQs for other potential suppliers also. 
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 Especially Swedish purchasers should be encouraged to look for other potential 

suppliers and arrange tendering processes more continuously to ensure optimal 

TCO.  

5.3.2 Direct Sourcing Process 

One-time-vendor 

The lack of OTV function in IFS causes unnecessary work in Sweden. Before ordering 

from new supplier, the supplier has to be created and approved through supplier 

approval process. If the new supplier is used rarely (or only once) and the value of the 

order is low, executing the supplier approval process is unnecessary activity that does 

not provide any further value. In 2016, Finnish purchasers sent roughly 100 POs to one-

time-vendors. Considering that Swedish organization is much larger than Finnish 

organization and handles more PRs, the amount of OTV purchases would be higher in 

Sweden. By using this kind of function, it would be possible to decrease the workload 

that supplier approval process causes for operational purchaser, commodity manager 

and AP. As a conclusion, following recommendations are given: 

 Operational Procurement Sweden should contact ERP system provider to clarify 

if it is possible to implement similar OTV function that exists in SAP. 

 Implementing OTV function and changing work instructions accordingly. 

Archiving quotations 

SSAB’s procurement policy and process descriptions emphasize that tendering process 

should be transparent. Archiving all quotations in ERP system attached to related PO 

improves the transparency of tendering. Instead of only responsible purchaser, it enables 

all purchasers to have access to quotations. Thus, it also facilitates acting as substitute 

for other purchasers. From lean process management point of view, this kind of practice 

helps to eliminate waste in the process. Purchasers looking for quotations from personal 

folders instead of finding them in the system attached to related PO or RFQ, cause a 

waste of unnecessary movement. 

Based on findings of literature and empirical research, it is recommended that: 
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 Purchasers in both countries should be instructed to archive all received 

quotations in ERP system.  

This practice has many benefits and is already in common use in Sweden. During 

anchoring and hand-shake meetings held during P2P process review, Operational 

Procurement Finland decided to change the work instructions to be similar to Swedish 

work instructions.  

5.3.3 Purchase Order 

Standard/default texts 

As Maleyeff (2006) states, lack of standard templates may result in “reinventing the 

wheel” every time. This is a problem in SSAB Procurement Finland because no 

standard or default texts are archived in SAP ERP. If purchasers have not created their 

own standard texts, they have to write similar texts for every RFQ and PO document. 

Some Finnish purchasers have archived their own standard texts in their own folders. 

Still, looking for these texts in their own folders is more time-consuming than just 

picking them up in the ERP system. Time used for looking for own standard texts 

causes a waste of unnecessary movement.  

Using common standard texts with appropriate modifications help purchasers to ensure 

that everything important information is included in document. When these standard 

texts are developed together, that ensures the uniformity and representation of best 

practices. Based on findings of literature and empirical research, following 

recommendations are given to Procurement Finland: 

 Implementing common standard texts in the SAP together with ERP system 

provider. 

 Developing these standard texts together to ensure best practices and uniformity. 

Technical specifications in free text PO 

In case of free text purchases, IFS system does not automatically copy the technical 

specifications from PR notes and paste them into PO document. This causes the waste 

of unnecessary work because Swedish purchasers have to manually copy all technical 
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specifications. It should be investigated whether it would be possible to write all 

technical specifications in another field that is automatically transferred to PO 

document. 

In both countries, purchasers have to print PO document in pdf-format in order to attach 

required attachments such as technical drawings. Swedish organization has asked IFS to 

find out whether it would be possible to improve the practice so that documents that are 

attached to the PO in system would automatically be attached to PO when the order is 

sent via system. That would prevent purchasers from creating and saving PO documents 

in pdf-format before sending them to supplier. As a consequence, following 

recommendations are given: 

 In Sweden: Together with ERP system provider, improving the system so that 

technical specifications would be automatically transferred from PR to PO. 

 In both countries: Improving the order sending together with ERP system 

providers so that all documents that are attached to PO in system would 

automatically be sent to supplier together with related PO document. 

5.3.4 Order Confirmations and Delivery Follow-Up 

Regularity of Order Confirmation Monitoring 

During current state analysis and P2P process review it was revealed that Finnish 

purchasers perform OC monitoring more regularly than their Swedish colleagues. More 

detailed analysis brings out problems and challenges that result from inadequately 

conducted order confirmation monitoring. 

The quantitative statistics indicate that the difference in working methods has a direct 

effect on the order confirmation rate. In 2016, the order confirmation rate in Finland 

was 68 %. In Sweden, the observation period was half a year and the order confirmation 

rate much lower 45 %. Despite different observation periods, the difference is very 

significant and proves the importance of regular OC monitoring and sending vendor 

reminders. 

During the third workshop in both countries, there were discussions about different 

invoice error types and how purchasers could prevent these errors from recurring. In 
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both countries, purchasers agreed that the best way to reduce the number of invoice 

errors and to improve the hitting rate is to monitor and register OCs regularly. This 

interpretation of the connection between OC monitoring and the number of invoice 

errors is supported by quantitative statistics that were gathered during empirical 

research. In Finland, the hitting rate was 72 % and the amount of invoice errors was just 

above twelve thousands. In Sweden, the observation period was only half a year but the 

amount of invoice errors was double that of Finland, resulting in hitting rate of 48 %. 

Because of the weak hitting rate and large number of invoice errors, purchasers have to 

use more time for invoice error handling. Operational purchasers in both countries were 

asked to evaluate the average time they use to handle invoice errors. This query 

indicated that there is a lot of variation between purchasers, depending for example on 

the commodities. In Finland, purchasers use 1-5 hours per week for handling invoice 

errors. In Sweden, the results revealed that there is a difference between sites. The 

answers of purchasers in Borlänge matched with Finnish purchasers. Meanwhile in 

Luleå and Oxelösund, purchasers are using 3-8 hours per week for handling invoice 

errors. This workload could be reduced by registering OCs, monitoring OCs and 

sending vendor reminders more regularly. 

The findings of empirical research are in agreement with van Weele’s (2010, p. 28-30) 

statement that problems and deficiencies in one step of purchasing process causes 

problems in the next steps.  

As a result of conducted analysis, following improvements are recommended: 

 Instructing purchasers to perform OC monitoring regularly, preferably 

simultaneously with weekly delivery follow-up activities. 

 Ensuring that all purchasers understand the role of OC monitoring in reducing 

the amount of invoice errors and improving the hitting rate. 

Archiving order confirmations 

In many ways, difference related to archiving OCs is similar to difference related to 

archiving quotations. Just as for quotations, archiving OCs in the system would help to 

improve the transparency of P2P process and enable all purchasers to have access to all 
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OCs. That would facilitate deputizing for other purchasers during their absence or 

vacation. Additionally, archiving order confirmations in the ERP system makes it 

possible to avoid a waste of unnecessary movement that is caused by purchasers looking 

for OCs in their personal folders.  

Just like in the case of RFQs, it is recommended that: 

 Purchasers in both countries should be instructed to archive all OCs and related 

documents in ERP system. 

In Sweden, purchasers are already acting according to this recommendation. During 

anchoring and hand-shake meetings held during P2P process review, Operational 

Procurement Finland decided on changing work instructions to be similar to Swedish 

work instructions. After that, purchasers have been testing archiving quotations and 

OCs in the system. Their feedback on new working methods has been mostly positive. 

Archiving required documents in system is straightforward and does not absorb too 

much time.  

Delivery follow-up 

Comparing the total delivery accuracy of all suppliers reveals another significant 

difference between Sweden and Finland. In Finland, 61 % of all deliveries are delivered 

either early or on time while the corresponding figure in Sweden is only 45 %. 

Differences in delivery follow-up activities may have their own influence on this 

difference in KPI. Since the delivery accuracy is a KPI influenced by several factors, it 

is impossible to explain this difference completely as a result of different working 

methods.  

Currently, Sweden and Finland have different guidelines for checking delayed 

deliveries. In their handshake meeting, Swedish purchasers decided that only purchases 

that are more than seven days late, should be checked. The reasoning behind this 

decision was that default setting for delivery date is the day when the PR is created. 

This causes a lot of disturbance in the delivery follow-up report, resulting in a large list 

of delayed deliveries. Operational Procurement Sweden has eliminated most of this 

noisy data by excluding deliveries less than seven days late from the delivery follow-up 
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report. Unfortunately, this kind of action also eliminates some of the relevant data and 

delivery deviations are not recognized until the delivery is late for more than seven 

days. 

This kind of practice is not aligned with the principles of Lean and SSAB One 

management philosophy, both of which emphasize that no defects or deviations should 

be passed forward. Contrary to this kind of practice, deviations should be handled as 

early as possible, trying to find and solve the root cause for the deviation. In chapter 

5.2.1 it was recommended that the default setting for delivery date should be changed to 

blank. This would also eliminate the noisy data in delivery follow-up report that is 

caused by current default setting. As a consequence, Procurement Sweden should 

update the work instructions and guideline for delivery follow-up to be similar with 

Finnish instructions.  

Another difference that was recognized during the conducted interviews and 

observation concerns how purchasers are actually conducting delivery follow-up. Some 

of the purchasers are sending vendor reminders more often than the others. It is not 

enough just to check which of the deliveries are delayed but purchasers should make the 

corrective actions such as sending vendor reminders. Sending vendor reminders is 

handled in more detail in next paragraph. 

As a conclusion, following improvements for delivery follow-up actions are 

recommended: 

 Standardizing guidelines for delivery follow-up: Checking all delayed deliveries 

regardless of the time of the delay. 

 Ensuring that all purchasers work according to work instructions. When the 

delivery is delayed, appropriate corrective actions such as sending vendor 

reminders are conducted. 

Vendor reminders 

As expediting activities such as OC monitoring and delivery follow-up are often time-

consuming, working methods should be effective enough. It has to be ensured that time 

used for expediting produces more benefits than absorbs resources. From this point of 
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view, Procurement Sweden has a better practice for creating and sending vendor 

reminders to supplier. In Finland, it is not possible to create vendor reminders directly 

from the report. The report created in SAP Business Warehouse and purchasers get it in 

excel-format.  

Currently Finnish purchasers create all vendor reminders manually and send them via e-

mail. However, SAP includes a function that enables creating and sending vendor 

reminders in the system. This function is not utilized at the moment. Creating all vendor 

reminders in SAP would enable purchasers also to follow-up their expediting activities 

and get useful information. There is also another, more straightforward, way to reduce 

time that Finnish purchasers use for creating and sending vendor reminders. Purchasers 

could develop a standard vendor reminder text where purchaser just needs to fill the PO 

number and other necessary information. Thus purchasers should not write similar 

vendor reminder texts over and over again. 

According to van Weele (2010, p. 42-43) preventive expediting is the most 

recommended way to conduct expediting activities. It is likely that ERP systems in both 

countries include functionalities that would enable to conduct preventive expediting 

automatically. Automatized and preventive expediting would be useful especially for 

urgent deliveries. For example in SAP, system enables sending automatic vendor 

reminders certain days before the requested delivery date. These kinds of expediting 

methods would help to avoid delivery deviations without increasing much the time used 

for expediting activities.  

As a conclusion, Procurement can improve creating and sending vendor reminders as 

follows:  

 In Finland, investigating whether it would be useful to implement function that 

enables creating and sending vendor reminders in SAP. 

 Alternatively, developing a standard text for vendor reminders. 

 In both countries, investigating whether it would be possible to automatize 

expediting activities. 
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5.3.5 Delivery Receipt and Vendor Claims 

Delivery reception for services 

There is not any guideline for arranging final acceptance meeting for service deliveries 

in Sweden. Based on conducted research, arranging final acceptance meetings is a good 

practice for ensuring and verifying that the service has been completely delivered. It is 

important to make sure that all parties agree on the final scope and the price of 

conducted service. During the meeting, internal customer, purchaser and supplier sign 

the document and confirm that they agree the additional and modification works, the 

final scope and the final price of the delivery.  

In Sweden, supplier and internal customer often agree on the additional and 

modifications work without involving responsible purchaser. As the purchaser has main 

commercial responsibility for the PO, he/she should always be aware of the changes 

made in the scope and the price of service delivery. Purchasers should also be involved 

in deciding at least on larger additional or modification works. At final acceptance 

meeting, all additional and modification works are agreed before the supplier sends the 

invoice. Purchaser is thus able to make required changes to the PO in the system. 

Another reason why it is advisable to arrange final acceptance meeting is delivery 

evaluation. During final acceptance meeting, purchaser and internal customer evaluate 

the delivery performance using standard document. Collecting supplier performance 

data continuously and systematically is important in order to enable appropriate supplier 

evaluation process. 

Based on conducted research, it is recommended that: 

 Both countries should have similar systematic delivery reception procedure for 

service deliveries. The Finnish practice of arranging a documented final 

acceptance meeting for all service purchases with value over 25 000 euros, 

should be implemented also in Sweden. 
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Handling vendor claims 

During the second workshop in Sweden, workshop team highlighted that current 

claiming process is too heavy and complex for handling minor claims. Based on this 

finding, Sourcing Development was commissioned to create a new process description 

for handling vendor claims. The intention is to create new process description that is 

straightforward enough to be used both for minor and major claims. Additionally, 

process description should be applicable in both countries. 

After P2P process review, Swedish work instructions were updated to strongly 

recommend registering and handling all vendor claims in IFS ERP system. That enables 

following up the amount of claims and creating desired reports and statistics. It should 

be emphasized that all delivery deviations, including under-delivery, over-delivery and 

standard part with wrong dimension should be registered in the system. For minor 

claims it is not obligatory to go through the whole claiming process. Anyway, 

registering all deviations in the system enables SSAB to get a better understanding of 

the supplier performance. From the lean process management point of view, this kind of 

practice also ensures that recurring problems can be identified. Root-cause analysis and 

corrective actions can then be conducted to prevent similar deviations in future.  

Based on the conducted research, following recommendations are given in order to 

improve the current claiming process: 

 New process description should be implemented in both countries. Process 

description should be more straightforward than previous one and applicable 

both for minor and major claims. 

 Updating work instructions and instructing employees to register and handle all 

delivery deviations in the system. For minor claims it should not be obligatory to 

go through all steps of the claiming process. 

5.3.6 Invoice Matching and Payment 

Invoice approving when invoiced price mismatches the price in the PO 

The practice for approving invoices demonstrates the finding that was made related to 

PR approval procedure; Swedish internal customers have better control on their cost 
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centers’ purchases than their Finnish colleagues. The implementation of new approval 

procedure for free text purchases will improve the situation in Finland. However, when 

there is a mismatch in the price, invoice does not currently need to be approved by cost 

center owner, despite the price of the purchase. To align invoice approving procedure 

with new approval procedure for free text PRs, it is recommended that at least invoices 

with value above 5 000 euros should be approved by cost center owner if the invoiced 

price mismatches the price in the PO. 

In Sweden, purchasers do not always get any information about mismatching prices in 

case of service purchases. Since purchaser has a main commercial responsibility on the 

purchase, he/she should always be aware of any changes made in the price or the scope 

of the delivery. Thus, AP should be instructed to forward all invoice errors related to 

mismatching price to responsible purchasers. Purchaser then contacts internal customer 

and cost center owner asking for approval. 

Another identified difference is that Swedish purchasers usually do not correct the price 

in the PO for non-article purchases. This practice does not completely fulfil the 

principle of three-way matching. According to that principle, purchase order, receiving 

report and invoice should match before the invoice is paid to supplier. Furthermore, if 

the prices are not corrected, the information in ERP system is not completely reliable. 

That does not support controlling and reporting of purchases.   

As a conclusion, following recommendations are given: 

 In Finland: At least invoices with value above 5 000 euros should be approved 

by cost center owner if there is a price mismatch. 

 In Sweden: AP should be instructed to forward invoice errors related to 

mismatching price always to responsible purchaser, not directly to internal 

customer. 

 In Sweden: Purchasers should ensure that prices in the ERP system are correct, 

also for non-article purchases. 
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Invoice error handling 

Apart from invoice approving, no other very significant cross-country differences were 

identified related to invoice error handling methods and practices. In many respects, the 

identified differences such as invoice queues are based on different systems used in 

Finland and Sweden. Another big reason for these differences is partly outsourced 

invoice checking in Sweden. These contextual factors restrict the harmonization of 

invoice error handling practices. As a conclusion, it is not reasonable to standardize 

invoice error handling practices between Sweden and Finland. 

5.3.7 Purchasing Methods 

Empirical research indicated that different ERP systems set their own requirements for 

using different purchasing methods. That is why it is impossible and even inappropriate 

to completely standardize working methods. Instead of actually trying to standardize 

purchasing methods, this research revealed that Procurement Sweden and Procurement 

Finland can develop their existing purchasing methods by learning from each other’s 

best practices. Following paragraphs include some recommendations for improving the 

use of existing purchasing methods. Nevertheless, there is obviously a need for more 

detailed survey that would compare and analyze the use of different purchasing methods 

in more detail.  

Framework orders and call-off orders 

There are two purchasing methods that exist in Finland but are currently not used in 

Sweden: framework orders and call-off orders. Both these purchasing methods would be 

beneficial and useful also in Sweden. 

Procurement Sweden has already decided to begin testing call-off order in order to 

implement the function in near future. During P2P process review, it was provisionally 

decided that after implementing call-off order, Procurement Sweden aims at reducing 

the number of annual orders and using call-off orders instead. That will enable SSAB to 

have a better control on these purchases. Moreover, call-off orders will enable 

Procurement Sweden to increase the rate of automatization, simultaneously reducing the 

workload of purchasers. 
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Both in Finland and Sweden, there are framework agreements that steer purchasing of 

recurring service and maintenance work transactions. As it was described in previous 

chapter, the difference is that in Finland these agreements are integrated into ERP 

system while in Sweden they are not. The purpose of integrating framework agreements 

in the system is to reduce the number of PRs and POs that relate to same framework 

agreement. This practice helps to avoid the waste of overprocessing that is caused by 

creating and sending new PR and PO every time to use existing framework agreement. 

Furthermore, framework orders improve the control and follow-up of the framework 

agreements. It is much more straightforward to analyze single framework order in the 

system than to gather separate free text POs together to be analyzed.  

From system perspective, it may not be necessary to implement separate framework 

order function in Sweden. It is possible that call-off order function in IFS can support 

also ordering service deliveries according to terms and conditions of existing framework 

agreements.   

Based on conducted research, following recommendations are given: 

 Testing and implementing call-off order function in IFS. 

 Figuring out if it is possible to use call-off orders for ordering service deliveries 

according to terms and conditions of existing framework agreement. 

 Alternatively, searching for another solution in order to integrating framework 

agreements in IFS. 

Electronic catalogues 

Van Weele (2010, p. 46) describe that electronic catalogues enable more efficient order 

handling because many of the P2P process transactions are performed without any 

human interference. Thus, electronic catalogues increase the level of automatization and 

reduce the workload of purchasers. Additionally, electronic catalogues enable 

organization to bring more purchasing transactions under contracts, improving the 

contract compliancy. (van Weele 2010, p. 46) 

Implementing e-catalogues and integrating them with company’s ERP system is not 

straightforward. That has caused some challenges in a pilot project in Finland. At the 
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moment, SSAB does not have any electronic catalogue integrated with SAP ERP. 

Before electronic catalogues can be implemented, there is still some work to be done, 

including determining and programming the interphases between electronic catalogue 

and ERP system. Comparing to Procurement Sweden, Procurement Finland has one 

extra interphase between internal systems (ARTTU and SAP) that also needs to be 

considered. 

In order to ensure the efficiency of P2P process, SSAB’s Procurement should aim at 

utilizing the best available technologies and solutions. Without a doubt, electronic 

catalogues provide a possibility to improve the efficiency of procurement activities, 

simultaneously increasing the automatization rate. But it needs to be understood that 

electronic catalogues do not fit for all kinds of purchases. That is why Procurement 

Finland should first concentrate on identifying potential suppliers and commodities, 

where it would be possible to achieve benefits through developing and implementing 

electronic catalogues.  

As a conclusion, it is recommended that: 

 Procurement Finland should identify potential suppliers and commodities, where 

electronic catalogues could provide benefits. 

 Determining and programming the interphases between e-catalogues and ERP 

system to enable implementation of e-catalogues. 

 Implementing electronic catalogues. 

Annual orders 

There is couple of problems related to annual orders in Sweden. In both countries, 

annual orders limit reporting possibilities and transparency of these purchases to some 

extent. Usually supplier sends periodical invoices including materials and/or services 

that have been delivered during certain time period. In Sweden the controlling and 

reporting is even more difficult because annual orders usually consist of only one row. 

Furthermore, no changes are usually made to the PO in the system and the price in the 

PO does not limit the use of it. In order to improve internal control and reporting 

possibilities, the transparency of annual orders should be improved. That could be done 



107 

for example by utilizing invoicing plans, creating new PO line for each invoice or using 

some other way that is supported by IFS system. 

During third workshop in Finland, it was discussed that annual service orders should be 

used mainly for periodical service transactions. Because of the limited transparency and 

reporting possibilities of annual orders, purchasers should consider using other 

purchasing methods for service transactions whenever it is possible. In Finland, call-off 

orders and framework orders can be used instead of annual orders for purchasing 

recurring service transactions. 

It is recommended that the use of annual orders is harmonized between Sweden and 

Finland by conducting following improvements in Sweden: 

 Transparency of annual orders should be improved by utilizing invoicing plans, 

creating new PO line for each invoice or using some other way that is supported 

by IFS system. 

 For regularly recurring service transactions, call-off orders (or framework 

orders) should be used instead of annual orders. 

Automatization 

For routine purchases that are included in existing agreement, automatization of PR 

handling improves the efficiency of P2P process. Reducing the time used for handling 

routine purchases enables purchasers to use more time for performing other tasks. In 

Finland, 32 % of PRs are handled automatically, utilizing two of the existing purchasing 

methods: call-off orders and automatic stock replenishments. In Sweden, the 

automatization rate is lower. 17 % of PRs in Sweden are handled automatically. Most of 

these automatic POs are sent to supplier using e-catalogues. There are also some 

purchase articles where order is created and sent to supplier automatically when the PR 

has been authorized. 

Automatization also helps to ensure the contract compliancy. Use of automatic PO is 

always based on existing agreement between SSAB and supplier. In Finland, call-off 

orders and automatic stock replenishments are steered by SAP outline agreements that 

are integrated into system. In Sweden there are not that kinds of agreements integrated 
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into ERP system. Still, electronic catalogues are based on contracts, where 

commodities, articles and prices are defined. Increasing the rate of automatization thus 

increases the spend that is covered by contracts. 

As it has been described in previous paragraphs, the rate of automatization can be 

increased by implementing call-off orders in Sweden and electronic catalogues in 

Finland. Especially in Sweden the current automatization rate is very low.  In addition 

to implementing call-off order function, it should be investigated whether current 

purchasing methods could be utilized more efficiently. To improve the rate of 

automatization, following proposals are given: 

 Routine purchases should be standardized and automatized to improve the 

process efficiency. Identifying potential commodities and material groups, 

where automatic PR handling could provide benefits. 

 Implementing new purchasing methods that enable increasing the rate of 

automatization: call-off orders in Sweden and electronic catalogues in Finland. 

Purchases without PO 

There are two different figures that can be used to measure the share of purchases that is 

not managed by procurement using ERP system: the amount of invoices without 

corresponding PO number or the share of spend without PO number. The most 

interesting is that these two figures provide completely different results. In 2016, 62 % 

of all invoices concerning Procurement Finland did not have a corresponding PO 

document. In Sweden, the share of invoices without PO was significantly lower 38 %. 

At the same time, the share of spend covered by invoices without PO was 30 % in 

Finland and 69 % in Sweden. 

It was analyzed how the spend outside Procurement ERP systems is divided between 

different suppliers. The analysis indicated that there are some typical characteristics for 

purchases conducted without PO. In addition to purchases from SSAB’s subsidiaries, 

the most of the spend is related to logistics and raw material purchases. Especially in 

Sweden, a lot of raw materials are purchased without creating PO in IFS. In Finland, 

there are also some VMIs and technical consultant agreements that cause a lot of spend 
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without PO. The spend without PO is divided between different suppliers as illustrated 

in Table 14. 

Table 14.  Spend without PO and how it is divided between suppliers. 

 
Spend without PO 

 
Sweden Finland 

SSAB Own Subsidiaries 22.89 % 15.48 % 

Top 5 Suppliers 38.53 % 26.35 % 

Other Suppliers 38.59 % 58.17 % 

To explain the difference between these figures, and to identify root causes for spend 

that is not managed in ERP, more detailed investigation is needed. It should be 

examined, what kind of purchases are usually conducted without ERP. Based on the 

characteristics of these purchases, it is possible to plan corrective actions. These actions 

may include instructing employees to use correct ERP-based purchasing methods for 

ordering. SSAB Procurement aims at increasing the share of invoices and the spend that 

relate to PO created in existing ERP system. This will enable SSAB Procurement to 

improve the control and reporting of the purchases. 

As a conclusion, it is recommended that: 

 SSAB Procurement should conduct a more detailed research and analyze root 

causes for purchases that are not conducted using ERP system. 

 Based on the findings of this research, SSAB Procurement should aim at 

increasing the share of invoices and spend that have corresponding PO number. 
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6 CONCLUSIONS 

The topic of this Master’s Thesis research was cross-country standardization of 

operational procurement process. Research was conducted at SSAB’s Operational 

Procurement, aiming at identifying differences in working methods and practices 

between Sweden and Finland. The objective of this thesis was to identify and determine 

the appropriate extent of standardization while maintaining useful and necessary 

variation in P2P process. As a result of this research, it was recommended how SSAB 

Procurement should act with identified differences in order to achieve proposed extent 

of standardization. 

Theoretical section of this research aimed at providing basis for empirical research by 

presenting a basic theory of BPM, focusing on the role of process standardization in 

managing and developing effective and well-performing business process. Furthermore, 

the literature research described the concept of procurement, concentrating on 

presenting theoretical operational procurement process. The theoretical section ended 

with a synthesis chapter that combined these two theoretical areas together and 

answered research questions I and II. 

In the empirical part of this research, the current state of SSAB’s P2P process was 

analyzed and the most significant cross-country differences were identified. The 

quantitative and qualitative information gathered during empirical research was 

combined with the findings of theoretical research to give recommendations for the case 

organization. In this chapter, the key results of the empirical research are summarized 

by answering research questions III and IV. Moreover, practical and scientific 

implications of research are assessed, suggestions for further research are presented, and 

critical evaluation of research is conducted. 

6.1 Key Results and Practical Implication 

After the merge of SSAB and Rautaruukki in summer 2014, the new company has been 

seeking for synergy benefits. To achieve these benefits also in process level, SSAB aims 

at determining the normal state for processes. That helps SSAB to detect deviations and 

enables continuous improvement. At Procurement Function, Sourcing Development 
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unit has started the work by creating common process descriptions for SSAB 

Procurement in both countries. Operational Procurement continued this work with P2P 

process review. This Master’s Thesis was a part of P2P project, aiming at identifying 

cross-country differences in working methods and practices within P2P process. Related 

to these differences, the objective of this study was to determine an optimal balance 

between standardization and useful variation. As a result of empirical research, research 

questions III and IV are answered as follows:   

III. How do the working methods and practices of case company’s operational 

procurement vary between countries? 

Although SSAB Procurement has common process descriptions, current state analysis 

revealed that there are a lot of cross-country differences in working methods and 

practices related to P2P process. The summary of identified differences is included in 

appendix C, which answers the research question III more precisely. Depending on their 

significance, differences were divided in three groups: not significant, significant and 

very significant. Differences that are not that relevant from process management point 

of view mainly relate to small system differences. As for the differences that were 

determined to be significant or very significant, they have a direct effect on case 

company’s P2P process performance. Following paragraphs present four general 

features of identified differences. 

First of all, there are many differences concerning the first steps of P2P process where 

PRs are created and analysed. These differences include for example how requisitioners 

determine target budget and propose suppliers in PRs. These differences indicate that 

the interphase between internal customer and Procurement is not similar in Sweden and 

Finland. Although these differences greatly affect the work of Procurement, they are 

mainly related to roles, tasks and responsibilities of internal customer, including 

requisitioners and cost center owners. 

Secondly, there are many differences in procedures and guidelines that give instructions 

for conducting P2P process activities. On one hand, there are many procedures such as 

approval procedure for free text PRs, re-authorization process and invoice approving 

procedure that are used in Sweden but do not exist in Finland. These procedures are 
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mainly used to improve internal control. On the other hand, in Finland there are 

guidelines related to delivery follow-up activities, OC monitoring and final acceptance 

meetings that do not exist in Sweden. 

Thirdly, many differences in working methods and practices are based on different 

requirements of ERP systems. The impact of ERP systems is most obvious for 

differences related to purchasing methods. Some of the purchasing methods such as 

annual orders are used differently in Sweden and Finland. Still, the most important 

finding related to purchasing methods is that some purchasing methods do not exist in 

both countries. On the one hand, Swedish purchasers do not have opportunity to use 

call-off orders or framework orders. On the other hand, there are not any electronic 

catalogues in Finland.  

In addition to system-based differences, there are some differences related to how 

systems are utilized in order to control, facilitate and automatize process activities. For 

example in Finland, purchasers do not use ERP system to archive relevant documents as 

Swedish purchasers do. At the same time, Swedish purchasers do not utilize ERP 

system for conducting direct sourcing and vendor claiming processes to the same extent 

that their Finnish colleagues do. These differences are potential areas for improvements 

because they are not fundamentally based on different systems but on different practices 

between countries. 

IV. How should case company’s Operational Procurement standardize the working 

methods and practices between countries? What kind of short-term and long-

term improvements can be achieved by standardization? 

 

Based on the findings of empirical research, it can be concluded that SSAB’s 

Operational Procurement provides a favorable environment for standardization because 

most of the contextual factors support standardization activities. However, P2P 

processes cannot be completely standardized between countries because there are three 

contextual factors mildly restricting the extent of standardization. First of all, different 

ERP systems set their own requirements for P2P process. Thus, it is not possible to 

entirely standardize P2P processes as regards the information technology aspect. From 

the system perspective, both countries need to have separate working instructions. 
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Furthermore, because of the different commodities, complexity of purchases and 

different purchasing methods, some variation needs to be maintained as regards the 

aspects of activities and control-flow. To be able to handle different kinds of purchases 

utilizing same P2P process, the steps of the process and the sequence of these steps 

cannot be entirely standardized. 

 

In order to achieve the desired level of standardization, total of 29 recommendations 

were given to the case organization. Some of these recommendations require changes to 

be made in the way of working or thinking (Working Method Change) while others 

require changes to be made in system (System Change). For some differences, more 

detailed investigations are needed before making decisions (Need for Further 

Research). Appendix D includes a summary of given recommendations and provides a 

more detailed answer to research question IV. In general, by conducting recommended 

standardization activities, three kinds of deficiencies can be eliminated: process waste, 

lack of systematic procedures and guidelines, and limited utilization of ERP systems 

 

Empirical research revealed waste in the P2P processes in both countries. First of all, 

the waste of unnecessary movement (mostly caused by looking for information) can be 

avoided by archiving relevant documents and standard texts in procurement ERP 

system. There is also a lot of waste that is caused by over processing. By improving the 

utilization of ERP systems and increasing the rate of automatization, purchasers can 

avoid performing same activities over and over again. Moreover, case organization can 

reduce the waste of defects for instance by performing expediting activities more 

regularly.   

 

In both countries, some steps of the process suffered from lack of systematic procedures 

and guidelines. Because of that, there is a lot of variation in working methods and 

practices. Additionally, working methods and practices are not completely in agreement 

with case company’s procurement policy and process descriptions. By learning from 

each other and harmonizing procedures and guidelines as recommended, case company 

can improve the consistency and predictability of P2P process. 

 

Increasing the utilization of ERP systems would enable the case company to improve the 

uniformity and transparency of P2P process. Furthermore it would improve the internal 
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control of purchases and enable better reporting. As for the purchasing methods, better 

utilization of ERP-based purchasing methods would also enable improving process 

efficiency through automatizing purchasing activities. 

6.2 Scientific Implication and Suggestions for Further Research 

The theoretical foundation of this research is mostly based on novel researches of BPM 

and BPS. Since there are not many previous empirical researches, this research provides 

new scientific information about utilizing theory of contextual factors in order to 

determine appropriate extent of BPS. Above all, this research indicates how different 

ERP systems used in different locations effect the extent of standardization. 

Furthermore, most of the previous researches discuss the management and 

standardization of business processes in general. This research is one of the first 

applying the principles of BPM and BPS to procurement processes. 

The findings of this research complement earlier researches by recognizing the 

importance of organizational culture to the success of business process management 

practices (eg. Lee & Dale 1998, Rosemann & Vom Brocke 2010, Anupindi et al. 2012). 

Still, it would be interesting to study the importance of organizational culture from 

another point of view. How does the presence of BPM principles in case organization 

affect the standardization potential and the success of process standardization activities? 

In the case organization, the principles of common management philosophy were well 

in line with the principles of BPM, providing a favorable environment for 

standardization. 

The research revealed also other potential topics for further research. Most of these were 

identified during empirical research and would help the case company to continue 

improving its procurement processes. First of all, most of the given recommendations 

have not yet been implemented in case organization. It would be interesting to study 

what kind of effect recommended actions have on the performance of SSAB’s 

operational procurement process in long term. Secondly, in this study the focus was on 

standardizing SSAB’s operational procurement process and purchasing methods. The 

case company should conduct similar process review and research for other 

subprocesses such as commodity strategy development and supplier related processes. 
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One of the suggestions for further research is based on the restricted scope of this 

research and was mentioned in recommendations. The case organization should conduct 

a more detailed research about the use of different purchasing methods. How different 

purchasing methods are corresponding to the purchasing methods used in other country? 

That would help the case company to utilize existing purchasing methods more 

effectively. It would be interesting to compare SSAB’s purchasing methods also with 

other companies, possibly using same procurement ERP system. Especially in Finland, 

studying the use of different e-procurement methodologies could provide useful 

information and enable improving the efficiency of P2P process.  

Another suggestion for further research is also related to different purchasing methods 

and was brought up in recommendations. This research indicated that there are a lot of 

purchases that are not managed by Procurement utilizing procurement ERP system. 

SSAB’s goal is to increase the share of spend that is managed by using ERP-based 

purchasing methods. In order to reach that goal, SSAB Procurement has to conduct a 

more detailed research and investigate root causes for purchases that do not have 

corresponding PO number.  

Empirical research indicated that one of the BPM principles, inspired by best practices, 

is not that emphasized at SSAB. In order to fulfil this principle and ensure 

competitiveness of its procurement processes, SSAB should compare processes with 

other organizations. In this research, SSAB aimed at identifying and implementing best 

internal practices as common working methods. This work can be continued by 

benchmarking procurement processes against other companies’ procurement processes 

in order to identify best industry practices. Thus, SSAB Procurement could develop 

own process performance by systematically learning from other organizations. 

6.3 Critical Evaluation of Research 

When evaluating the findings of the research, it has to be considered that although the 

scope of the research was very large, there are some study limitations. In the empirical 

research, the whole of P2P process and different purchasing methods that are used for 

conducting the process were analyzed. Because of the large scope, it was not possible to 

concentrate on performing deep analyses for each of the differences. Moreover, instead 
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of comparing all alternative working methods and practices, this research focuses on 

comparing and analyzing cross-country differences in working methods. It has to be 

taken into account that there are also personal differences in working methods and 

practices. In addition to standardizing working methods between countries, case 

company has to ensure that all purchasers are following the updated work instructions. 

The validity and reliability of research can be assessed using a frame that consists of 

four factors: reliability, construct validity, internal validity, and external validity. 

Reliability concerns the consistency and repeatability of research. (Yin 2009) In order to 

improve the repeatability of research, the structure of research and utilized data 

gathering methods have been described precisely. Because of the large topic and to 

enable free discussion, focus group meetings, recap meetings and interviews conducted 

during this research were either unstructured or semi-structured. The lack of 

documented interview questions weakens the repeatability of research. When it comes 

to qualitative data of this research, different data gathering methods provided similar 

answers. Furthermore, all employees of SSAB Operational Procurement were involved 

in P2P process review. Because of that, qualitative data gathered during is regarded to 

be reliable providing a valid basis for given recommendations. 

Since being constructive research mostly based on qualitative data gathering methods, 

the research is not completely independent of researcher. Author has worked at SSAB 

Procurement Finland as a summer trainee, thus having a better understanding of Finnish 

working methods and practices. That makes it more difficult to objectively compare and 

evaluate different practices between Sweden and Finland. To enable more reliable and 

objective comparison, intensive days in Swedish sites were arranged to get a better and 

more detailed view of how P2P is conducted in practice in Sweden.  To ensure the 

objectivity of results and given recommendations, all of them are validated based on 

findings of literature and empirical research. 

Construct validity is about developing correct operational measures for the concepts 

being studied (Yin 2009). It ensures that inferences which researcher makes based on 

collected quantitative and qualitative data are appropriate. To ensure construct validity 

in this research, data was collected from multiple sources. Gathered and analyzed data 

as well as the conclusions made based on this data were systematically reviewed by key 
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informants throughout the research. The literature review was also reviewed by 

instructors couple of times during its writing. 

Internal validity concerns mainly explanatory studies where inferences including causal 

relationships need to be watertight (Bryman et al. 2011). In this research, causal 

relationships are utilized to some extent when comparing procurement KPIs between 

countries and evaluating reasons for these differences. The utilization of KPIs is limited 

in this research, because the measured KPIs represent the working methods that have 

been used at SSAB Operational Procurement in 2016. They are not completely the same 

as common working methods that were determined in workshops and analyzed in this 

research. Additionally, the KPIs of Sweden and Finland are not entirely comparable 

because of different observation periods and small calculation differences. Nevertheless, 

for most KPIs the variation caused by different observation periods and calculation 

differences is small when considering the magnitude of difference between Sweden and 

Finland. Additionally, instead of making causal inferences, quantitative statistics are 

mostly used for supporting the findings of qualitative research. 

External validity concerns the generalizability of the research (Yin 2009). The basic 

structure of this thesis is applicable for other organizations that are aiming at 

standardizing their business processes. Because of being constructive case study, the 

findings of this research are not generalizable as such. Since the extent of appropriate 

standardization of P2P process depends on case organization’s internal and external 

environment, in other words contextual factors, conducting similar research in other 

organization might provide totally different results.  
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Appendix A: Quantitative statistics of SSAB’s Operational Procurement. 

Table 15.  Quantitative statistics of SSAB’s Operational Procurement. 

KPI Sweden Finland Description 
Number of PRs 103 850  

(51 925)* 
36 048 Amount of PRs that have been created by internal customers 

during selected time period. Including both strategic and 
operational purchasers as well as all categories (Maintenance & 
Investments, Production Related & Indirect and Raw Materials) 

Number of PR 
lines 

121 318  
(60 659)* 

51 814 Amount of PR lines that have been created by internal 
customers during selected time period. Including both strategic 
and operational purchasers as well as all categories 
(Maintenance & Investments, Production Related & Indirect and 
Raw Materials) 

Average PR queue 180-210** 60-80 Average of open PRs. Including only queues of Operational 
Procurement. 

Number of 
requisitioners 

1 675*** 630 Including all requisitioners that have created at least one PR 
during selected time period. 

Share of PRs with 
supplier 
predefined 

> 90 %** 74 %  
(45 %)**** 

Comparing the number of PRs with predefined supplier to 
number of PRs in total. 

Amount of RFQs 406 (203)* 2 163 Actual amount of RFQs created in ERP system. Calculated as 
how many PRs have been sent for tendering, independent of 
how many suppliers have been invited to each tendering. 

Amount of POs 69 416  
(34 708)* 

30 491 Amount of POs that have been created by Procurement during 
selected time period. 

Amount of PO 
rows 

129 586  
(64 793)* 

55 857 Amount of PO rows that have been created by Procurement 
during selected time period. 

PO rows per 
operational 
purchaser 

6 586  
(3 293)* 

6 479 Average of PO rows that have been created by operational 
purchasers during selected time period. Includes automatic PO 
rows and manual PO rows created by any of the operational 
purchasers. 

Automatization 
rate 

17 %*** 32 % The share of automatic PR inflow. Automatic POs divided with 
all POs. In Finland, automatic POs include automatic stock 
replenishments and call-off orders. In Sweden, automatic POs 
include webshops, supplier defined parts and Purchase Articles 
where order is created automatically when the purchase 
request is authorized. 

Order 
confirmation rate 

45 %*** 68 % The rate of PO rows that have been confirmed by suppliers. 
Amount of PO lines confirmed (before 25.1.2017) divided with 
amount of all PO lines created during selected time period. 

Delivery accuracy Early - 22 % 
On time - 23 % 

< 1 wk late - 39 % 
> 1 wk late - 16 % 

*** 

Early - 44 % 
On time - 17 % 

< 1 wk late - 20 % 
> 1 wk late - 19 % 

Reporting total delivery accuracy of all suppliers by comparing 
goods receipt date to scheduled delivery date. 

Amount of vendor 
claims 

342 (171)* 417 Amount of vendor claims created in ERP system. 

Hitting rate 47 %*** 72 % Share of invoices that can be directly posted against PO, without 
proceeding to invoice error handling. Including only invoices 
with PO number. In Finland, measurement allows two week lead 
time when invoice is waiting for goods receipt. In Sweden 
measurement allows current day + two days from invoice to GR. 

Amount of invoice 
errors 

53 536 (26 768) * 12 262 Amount of invoices that need invoice error handling. Including 
only invoices with PO number. 

Share of spend 
related to POs 
created in system 

31 % 70 % Spend of purchases that relate to PO created in ERP system 
divided with spend of all purchases. Procurement managed 
spend as a percentage of total spend. 

Share of invoices 
with PO number 

62 % *** 38 % Amount of invoices with PO number divided with amount of all 
invoices. 

PR lead time 0-3 days - 90 % 
4-7 days - 7 % 
+8 days - 3 % 

0-3 days - 84 % 
4-7 days - 8 % 
+8 days - 7 % 

Calculated on calendar day accuracy, including Saturdays and 
Sundays. 

          * Observed time period 1.7.2016-31.12.2016. Actual value in brackets and extrapolation for time period  
              1.1.2016-31.12.2016 outside the brackets. 
          ** Estimated value 
          *** Observed time period 1.7.2016-31.12.2016 
          **** Value in brackets includes only free-text PRs that are not included in SAP outline agreements 
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Appendix B: Interviews and meetings conducted during the research. 

Table 16. Interviews and meetings conducted during the research. 

Meeting Date Content Participants 
Workshop 1 - 
Finland 

11.10.2016 Purchase Requisitions, Requests for 
Quotation and Purchase Orders 

Operational Procurement 
Manager, four Operational 
Purchasers 

Workshop 2 - 
Finland 

26.10.2016 Order Confirmations, Delivery 
Follow-Up and Vendor Claims 

Operational Procurement 
Manager, five Operational 
Purchasers 

Workshop 3 - 
Finland 

10.11.2016 Invoice Error Handling Operational Procurement 
Manager, three Operational 
Purchasers 

Workshop 4 - 
Finland 

16.11.2016 Purchasing Methods Operational Procurement 
Manager, Commodity Manager, 
two Operational Purchasers 

Recap 
Meeting 1 

19.10.2016 Workshop 1 - Combining findings 
from Sweden and Finland 

Operational Procurement 
Manager, two System Developers 
(Swe) 

Recap 
Meeting 2 

22.11.2016 Workshops 2 & 3 - Combining 
findings from Sweden and Finland 

Two System Developers (Swe) 

Recap 
Meeting 3 

15.12.2016 Workshop 4 - Combining findings 
from Sweden and Finland 

Two System Developers (Swe) 

Meeting Date Content of Interview Interviewee 
Intensive day - 
Borlänge 

23.11.2016 How P2P is conducted in practice in 
Sweden? Emphasizing the differences 
between Fin and Swe. 

Two Operational Purchasers 

Intensive day - 
Oxelösund 

12.1.2017 1. How P2P is conducted in practice 
in Sweden? Emphasizing the 
differences between Fin and Swe. 
2. How different purchasing methods 
are used in Sweden? 

Three Operational Purchasers, 
Operational Procurement 
Manager, Strategic Purchaser 

Interview 1 4.1.2017 SSAB One management philosophy Operational Procurement Director 

Interview 2 11.1.2017 Process management and 
development at SSAB Procurement 

Two Senior Project Managers 

Interview 3 2.2.2017 Contextual factors at SSAB's 
Operational Procurement 

Operational Procurement Director, 
Operational Procurement 
Managers Swe and Fin 

Minor queries Several times 
between 9/2016 - 
03/2017 

Clarifying questions related to 
identified cross-country differences. 

Operational Procurement 
personnel in both countries 

  18.1.2017 PR approving in Finland Requisitioner 

  21.2.2017 Invoice error handling and invoice 
approving in Sweden 

Manager Accounts Payable (Swe) 

  27.2.2017 and 
6.3.2017 

Referral groups Commodity Manager (chemicals), 
EHSQ Coordinator  
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Appendix C: Differences in working methods and practices between Sweden and Finland. 

Table 17.  Differences in working methods and practices between Sweden and Finland. 

 
P2P Process Step Difference area Practice in Sweden Practice in Finland Significance 

PR, Specification and 
PR Analysis 

Approval procedure for 
free text purchase 
requisitions 

When internal customer creates a free text purchase 
requisition, it has to be approved by cost center owner. 
Purchaser's see only PRs that have been approved. 

Not systematic and separate approval procedure for free text 
purchases. Only restricted amount of permitted requisitioners 
are able to create PRs. Free text PRs do not have to be 
approved by cost center owner. 

+ + + 

PR, Specification and 
PR Analysis 

Target budget/price 
estimation and re-
authorization process 

Internal customer provides purchaser with target budget 
or price estimation. If the actual cost is much higher than 
budgeted, PR is sent back to internal customer for re-
authorization. 

In many cases, PR does not include target budget or price 
estimation. Purchaser can approve price without asking 
authorization from internal customer. + + + 

PR, Specification and 
PR Analysis 

Types of requisition Two alternative types: requisition for purchase and 
requisition for quotation. From the latter one it is not 
possible to create PO before requester has approved the 
quotation. Requisition for quotation is not in common use. 

Requisition for purchase is only type in use. 

+ 

PR, Specification and 
PR Analysis 

Default setting for 
delivery date 

Default setting is PR-creation-date. Default setting is three weeks from PR-creation-date. 
+ + 

PR, Specification and 
PR Analysis 

Proposed supplier In most PRs (> 90 %), internal customer proposes supplier.  Only 74 % of all PRs have supplier predefined. Analysing free 
text PRs that are not included in SAP outline agreement 
reveals that only 45 % of these PRs have supplier predefined. 

+ + + 

PR, Specification and 
PR Analysis 

Urgency note Urgency note is written in free text as a PR note. Internal 
customer may also send e-mail or call purchaser in case of 
urgency. 

Internal customer ticks the box if PR is urgent or needed in 
next production maintenance stop.  Internal customer may 
also send e-mail or call purchaser in case of urgency. 

+ 

PR, Specification and 
PR Analysis 

PR queues Internal customer chooses commodity code when creating 
PR. All PRs come to one queue, from which purchasers 
pick up their own requisitions by using different search 
criteria. 

Internal customer chooses responsible purchaser when 
creating PR. All purchasers have their own queues that include 
all their requisitions. + 

PR, Specification and 
PR Analysis 

Already picked-up If requested material has already been picked up, internal 
customer informs purchaser by using specific internal 
destination. 

If requested material has already been picked up, internal 
customer informs purchaser by sending e-mail, calling or 
writing free text in PR. 

+ 
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PR, Specification and 
PR Analysis 

Referral groups Referral groups are controlling purchases in specific 
commodities. Referral group ensure for example that only 
right chemicals are being purchased. 

Not specific referral groups. For example in chemical 
purchases, only certain internal customers are creating PRs. 
They are aware of correct chemicals. 

+ + 

Direct Sourcing One-time-vendor Before placing order to a new vendor, the vendor has to 
be created and approved through supplier approval 
process. 

It is possible to use OTV if supplier is not in SSAB's vendor 
master data. + + 

Direct Sourcing Number of suppliers 
invited into tendering 

Not any guideline on how many suppliers should be 
invited into tendering. 

Suggestion is to invite at least three suppliers into tendering. 
Usually the number of suppliers is from one to six suppliers. + 

Direct Sourcing Creating RFQs Very few RFQs created in ERP.  Much more common to arrange a tendering process and 
create RFQs in ERP system. + + + 

Direct Sourcing Archiving quotations All quotations are archived in IFS, attached to related RFQ. Previously all quotations were archived in quotation folder in 
outlook or purchaser's own network drive. New work 
instructions suggest archiving all quotations in SAP system, 
attached to related PO. 

+ + + 

Direct Sourcing Rejection letters It is possible to create automatic rejection letters in 
system to be sent to suppliers that did not win the 
tendering. Purchasers in Borlänge are sending these 
rejection letters but it is not that common in Luleå and 
Oxelösund. 

Rejection letters have to be created and sent to supplier 
manually. Rejection letters are not usually sent to any 
supplier. + 

Purchase Order Standard/default texts Standard/default texts and different purchasing templates 
are archived in system. They can be picked up to be 
included in POs and RFQs. 

Currently, there are not any standard/default texts or 
purchasing templates in system. Purchasers have their own 
standard texts archived in their own folders. 

+ + 

Purchase Order Creating PO When purchaser creates PO, the status changes to 
planned PO. These planned POs have to be released 
before they are sent to the supplier. 

When purchaser creates PO, it is immediately send to the 
supplier. + + 

Purchase Order Technical specifications 
in free text PO 

If technical specifications written as note, purchaser has to 
manually copy and paste these texts into PO. 
Specifications may also be included as PR attachments, 
which must be manually attached to PO. 

Internal customer usually writes technical specifications in free 
text field that is automatically transmitted to PO document. If 
specifications are included as PR attachments, purchaser has 
to include these attachments into PO manually.  

+ + 

Order Confirmations 
and Delivery Follow-
up 

OC monitoring Order confirmations are not monitored regularly. Delivery 
follow-up report supports also OC monitoring. Separate 
OC report available in IFS. 

Order confirmations are monitored weekly. Delivery follow-up 
report supports also OC monitoring. + + + 
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Order Confirmations 
and Delivery Follow-
up 

OC registering Order confirmation is registered into system by right-
clicking the PO. Confirmation is registered either as 
confirmed or confirmed with deviations. 

Order confirmation is registered in SAP system in Order 
Acknowledgement field. Purchaser inserts the OC id and the 
date of confirmation. 

+ 

Order Confirmations 
and Delivery Follow-
up 

OC archiving Order confirmations are archived in IFS by attaching it to 
related PO. If confirmation is just an e-mail message, 
confirmation text is saved in PO notes. 

Previously all order confirmations were archived in purchaser's 
own e-mail archives. New work instructions suggest archiving 
order confirmations and related documents as PO 
attachments. 

+ + + 

Order Confirmations 
and Delivery Follow-
up 

Partial deliveries It is not possible to enter several delivery dates for one PO 
row. If supplier confirms more than one delivery date, 
purchasers either enter the farthest date or create extra 
PO row in IFS. 

It is possible to enter several delivery dates for one PO row 
and divide the material quantity between these dates. 

+ 

Order Confirmations 
and Delivery Follow-
up 

Freight costs and other 
additional costs 

Freight costs and other additional costs are usually 
registered in separate PO row. At order confirmation 
phase it is also possible to use column Added costs. 

Purchasers use SAP conditions to register freight costs and 
other additional costs. + 

Order Confirmations 
and Delivery Follow-
up 

Delivery follow-up Guideline is to check all purchase orders that are more 
than seven days delayed. 

Guideline is to check all purchase orders that are delayed. 
+ + + 

Order Confirmations 
and Delivery Follow-
up 

Vendor reminders Reminder can be created from the report in IFS by clicking 
the PO that has not been delivered. Reminder is sent to 
supplier as e-mail attachment. 

It is not possible to create a reminder directly from the report. 
Reminders are created manually and sent to supplier via e-
mail. 

+ + 

Delivery Receipt and 
Vendor Claims 

Delivery reception - 
services 

If PO according to framework agreement, no final 
acceptance meeting arranged. In other service deliveries, 
meeting may be arranged but there is not any guideline. 

Documented final acceptance meeting required in service 
purchases over 25 000 EUR. + + + 

Delivery Receipt and 
Vendor Claims 

Claiming process Current claiming process is not followed.  Vendor claims are created in SAP system mainly according to 
claiming process.  + + 

Delivery Receipt and 
Vendor Claims 

Vendor claims Under-delivery, over-delivery and standard part with 
wrong dimension are not handled as a supplier claim. 

In principle, under-delivery, over-delivery and standard part 
with wrong dimension are handled as supplier claim. In 
practice, some people do handle them as claims and others do 
not.  

+ + 

Delivery Receipt and 
Vendor Claims 

Registering/Archiving 
vendor claims 

Claiming process is conducted mainly via e-mail or phone 
call. There is no systematical practice for archiving claims 
or vendor responses. 

All vendor claims are handled and archived in SAP. There is no 
systematical practice for archiving vendor responses. + + + 
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Invoice Matching and 
Payment 

Invoice approving when 
price mismatches PO 

In case of material purchase invoice error forwarded to 
responsible purchaser, in case of service purchase invoice 
error is forwarded directly to requisitioner. After 
requisitioner has approved the invoice, it needs to be 
attested by cost center owner also. Price is corrected in 
the system only for material purchases. 

Both for material and service purchases, invoice errors are 
always forwarded to responsible purchaser in case of price 
mismatch. Purchaser asks requisitioner to approve the invoice 
and it does not have to be approved separately by cost center 
owner. Purchaser always needs to correct the price in the 
system. 

+ + + 

Invoice Matching and 
Payment 

Invoice queues Two kinds of queues for invoice errors: common queue 
and personal queue. 

All purchasers have only their personal queues. 
+ 

Invoice Matching and 
Payment 

Invoice error history It is not possible to find any history on invoice handling. It is possible to find history on invoice handling. 
+ 

Purchasing Methods Stock article and 
purchase article 

Separate registers for purchase articles and stock articles 
that correspond to each other. All purchase articles do not 
have corresponding stock article.  

Only stock articles are used. 
+  

Purchasing Methods Contract compliancy Agreements are archived in Ariba. There are not any 
agreements in IFS. Purchaser evaluates the contract 
compliancy based on his/her experience. 

It is possible to include purchase articles in SAP outline 
agreements. Especially for free-text purchases, purchaser 
evaluates the contract compliancy based on his/her 
experience. 

+ + 

Purchasing Methods Call-off orders Call-off orders not in general use but IFS will enable this 
purchasing method. 

Call-off orders are used to call-off agreed supplies from the 
supplier automatically. + + + 

Purchasing Methods Framework orders Some existing framework agreements but they are not in 
IFS. When these agreements are used, new free text PO is 
created every time. 

Used as purchasing method for continuous service and work 
deliveries based on unit-price agreement with supplier. + + + 

Purchasing Methods Electronic catalogues Punch-out catalogue and supplier defined parts are two e-
procurement methods utilizing IFS eBuyer. 

No existing e-procurement methods. An ongoing project that 
aims at enabling use of electronic catalogues in Finland. 

+ + + 

Purchasing Methods Annual orders Annual order consists of one PO row with price estimation 
for whole year. Supplier sends consolidated invoices that 
are approved by internal customer. No changes made to 
PO in system. 

Supplier sends consolidated invoices periodically. For each 
invoice, separate PO item, GR or installment on PO is created 
or updated. 

+ + + 

Purchasing Methods Annual service orders Annual orders used both for periodical service transactions 
and for regular service transactions.  

Used mostly for periodical service transactions.  
+ + + 

Purchasing Methods Automatic purchase 
orders 

In Sweden, automatic POs include webshops, supplier 
defined parts and Purchase Articles where order is created 
automatically when the purchase request is authorized. 

In Finland, automatic POs include automatic stock 
replenishments and call-off orders.  + + + 

Purchasing Methods Purchases without PO 62 % of all invoices have corresponding PO number. These 
invoices compose 31 % of the total spend. 

38 % of all invoices have corresponding PO number. These 
invoices compose 70 % of the total spend + + + 
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Appendix D: Summary of recommendations given in this research. 

Table 18.  Summary of recommendations given in this research. 

P2P Process 
Step 

Difference area Country Problem/Description of difference Recommendation Type of change 

PR 
Specification 
and PR 
Analysis 

Approval procedure 
for free text purchase 
requisitions 

Finland No systematic and separate approval procedure for free 
text purchases. As a consequence, cost center owners 
cannot actually control the purchases and costs of their 
cost center. 

Implementing new approval procedure for free text PRs as it 
was decided based on conducted survey. All purchases 
above 5 000 euros need to be approved by cost center 
owner.  

SC* & WMC**, 
In progress 

Target budget for free 
text purchase 
requisitions 

Finland Internal customer does not usually determine target 
budget or estimate the price in free text PR.  

As a part of new approval procedure, instructing and 
demanding requisitioners to provide target budget or price 
estimation in their PR.  

WMC 

Re-authorization 
procedure 

Finland There is no formal re-authorization procedure in Finland. 
Furthermore, resistance against increasing the 
bureaucracy in PR handling.  

As a part of new approval procedure, conducting formal re-
authorization procedure if the estimated price is below 5 
000 euros and the actual price exceeds the limit.  

SC & WMC 

Default setting for 
delivery date 

Sweden 
& 
Finland 

In both countries, some requisitioners leave the delivery 
date as default. The default setting for delivery date is 
problematic because it is not the same as required delivery 
date, causing mistiming and unnecessary rush. 

Changing the default setting for delivery date as blank. 
Instructing requisitioners to determine the actual desired 
delivery date in PR specification. 

SC & WMC 

Referral groups Finland Chemical purchases are not controlled by referral groups.  After new chemical system has been implemented in 
Finland, SSAB Finland should form similar referral groups 
that exist in Sweden. These referral groups should start 
controlling chemical purchases in Finnish sites. 

SC & WMC 

Supplier proposal and 
arranging tendering 
process 

Sweden 
& 
Finland 

For free text purchases not included in SAP outline 
agreement, Finnish internal customer proposes supplier in 
45 % of PRs. That increases the workload of responsible 
purchaser. In Sweden, requisitioners propose supplier for 
more than 90 % of free text PRs. That may lead to 
purchasers ordering materials and services from the 
proposed suppliers although it would be appropriate and 
useful to arrange tendering process. 

Instructing internal customers to include potential suppliers 
in PR if they have that information. Emphasizing, that 
purchasers are always responsible for making the final 
decision on supplier despite the proposal of requisitioner. 
Encouraging purchasers to arrange more tendering 
processes in order to ensure optimal TCO. 

WMC 

Direct 
Sourcing 

One-time-vendor Sweden Before ordering from new supplier, the supplier has to be 
created and approved through supplier approval process. 
Even though the supplier is used rarely or even only once. 

Contacting ERP system provider to clarify if it would be 
possible to implement similar OTV functionality that exist in 
SAP. Implementing OTV functionality and changing work 
instructions accordingly. 

NFR*** & SC 
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Archiving quotations Finland Quotations are archived in purchasers' own folders. That 
does not fulfil the principle of transparent tendering 
because other purchasers do not have access to 
documents. Furthermore, looking for quotations from 
personal folders causes unnecessary movement. 

Updating work instructions and instructing purchasers to 
archive all quotations in ERP system, attached to related PO. 

WMC, In 
progress 

Ordering Standard/default 
texts 

Finland Not any standard texts archived in SAP. If purchasers do 
not have own standard texts, they have to write similar 
texts for each RFQ or PO document. Some purchasers have 
their own standard texts archived in their own folders, but 
looking for them wastes time and causes unnecessary 
movement. 

Implementing common standard texts in the system 
together with ERP system provider. Developing these 
standard texts together to ensure best practices and 
uniformity. 

SC, In progress 

Technical 
specifications in free 
text PO 

Sweden For free text purchases, purchasers have to manually copy 
technical specifications from PR and paste them into PO 
document. This is unnecessary work that could be 
automatized. 

Together with ERP system provider, improving the system so 
that technical specifications are automatically transferred 
from PR to PO. 

SC 

Sweden 
& 
Finland 

In order to attach required documents to PO document, 
purchasers have to print PO document in pdf-format and 
send it via e-mail. It is not possible to send PO attachments 
directly from the system. 

In both countries, improving the order sending together with 
ERP system provider so that all documents that are attached 
to PO in system would automatically be sent to supplier 
together with related PO document. 

SC 

Order 
confirmations 
and delivery 
follow-up 

Order confirmation 
monitoring 

Sweden Order confirmations are not monitored regularly. The 
direct effect of inadequate OC monitoring is that suppliers 
do not confirm their orders and the order confirmation 
rate is weak. Indirectly this results in large amount of 
invoice errors which significantly increase the workload of 
purchasers. 

Instructing purchasers to perform order confirmation 
monitoring more regularly, preferably simultaneously with 
delivery follow-up activities. Emphasizing the role of OC 
monitoring in reducing the amount of invoice errors and 
improving the hitting rate. 

WMC 

Archiving order 
confirmations 

Finland Order confirmations are archived in purchasers' own e-
mail folders. This practice weakens the transparency of 
P2P process and other purchasers do not have access to 
order confirmations. Moreover, looking for order 
confirmations from personal archives causes unnecessary 
movement. 

Updating work instructions and instructing purchasers to 
archive all order confirmations in ERP system, attached to 
related PO. 

WMC, In 
progress 

Delivery follow-up Sweden Current default setting for delivery date causes a lot of 
disturbance in delivery follow-up report. Because of that, 
Swedish purchasers are instructed to check only deliveries 
that are more than seven days delayed. As a consequence, 
delivery deviations are not handled as early as possible. 

Changing the default setting for delivery date as blank. 
Instructing purchasers to check and perform appropriate 
actions for all deliveries that are delayed, regardless of the 
time of delay. 

SC & WMC 
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Sweden 
& 
Finland 

Personal differences concerning how delivery follow-up is 
conducted in practice. Some purchasers are sending more 
vendor reminders than the others. 

Ensuring that all purchasers work according to standardized 
work instructions. When the delivery is delayed, appropriate 
corrective actions such as sending vendor reminders are 
conducted. 

WMC 

Vendor reminders Finland Instead of creating vendor reminders in the system, they 
are created manually. Purchasers either write similar 
vendor reminders every time or have their own standard 
texts. 

There is functionality in SAP that enables sending vendor 
reminders in SAP. Investigating whether it would be useful 
to implement this functionality. Alternatively, developing a 
standard text for vendor reminders and saving it in outlook 
where purchaser can pick it up easily. 

SC 

Sweden 
& 
Finland 

The most recommended way of expediting, preventive 
expediting, is not in common use because it is time-
consuming. 

Investigating whether it would be possible to automatize 
expediting activities especially for urgent deliveries. ERP 
systems in both countries could send vendor reminders 
automatically. 

NFR & SC 

Delivery 
receipt and 
vendor claims 

Delivery reception for 
service deliveries 

Sweden There is no systematic delivery reception procedure for 
service deliveries in Sweden. There is not any guideline 
when documented final acceptance meetings should be 
arranged. 

Harmonizing the service delivery reception procedure with 
Finland. Updating work instructions to demand documented 
final acceptance meeting for all service deliveries with value 
more than 25 000 euros. Utilizing standard documents that 
already exist in Finland. 

WMC 

Handling vendor 
claims 

Sweden 
& 
Finland 

Current process description is too heavy and complex for 
handling minor claims. Because of that, many of 
purchasers do not follow the process description. 

Developing and implementing new, more straightforward, 
process description for handling vendor claims. This process 
should enable handling both minor and major claims. 

WMC, In 
progress 

Sweden Most Swedish purchasers do not register and handle 
vendor claims in ERP system. There is no reliable data on 
handled vendor claims. 

Updating work instructions and instructing employees to 
register and handle all vendor claims in ERP system. 

WMC, In 
progress 

Invoice 
matching and 
payment 

Invoice approving  Finland Invoices with mismatching prices do not need to be 
approved cost center owner, whatever the value of the 
purchase is. 

Aligning invoice approving practice with new approval 
procedure for free text PRs: At least invoices with value 
above 5 000 euros should be approved by cost center owner 
if the price mismatches with price defined in the PO. 

WMC 

Sweden For service purchases, invoices with mismatching prices 
are forwarded directly to internal customer for approval. 
Purchaser may not get any information about mismatching 
price.  Price is usually not corrected in the ERP system. 

AP should be instructed to forward invoice errors related to 
mismatching prices always to responsible purchaser, not 
directly to internal customer. Purchaser should ensure that 
price in ERP is correct, also for non-article purchases. 

WMC 

Purchasing 
methods 

Call-off orders Sweden This function exists in IFS but is currently not in use. Testing and implementing the function in IFS.  SC & WMC, In 
progress 
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Framework orders Sweden Framework agreements are not integrated into ERP 
system. New free text PO needs to be created when 
existing framework agreement is used. 

Implementing framework orders in IFS. It that is not 
possible, investigating whether call-off orders can be used 
for ordering service deliveries according to terms and 
conditions of existing framework agreement. 

SC 

Electronic catalogues Finland No existing electronic catalogues in Finland. Pilot project 
with selected supplier currently on hold. 

Determining and programming the interphases between 
electronic catalogues and ERP system, enabling 
implementation of e-catalogues. Identifying potential 
suppliers and commodities, where it would be possible to 
achieve benefits by implementing catalogues. Developing 
and implementing electronic catalogues for appropriate 
product groups. 

SC 

Annual orders Sweden Annual orders in Sweden usually consist of one PO row 
including many invoices. That weakens the transparency 
and makes it difficult and complex to control and follow-
up the purchases. 

Standardizing working methods with Finland and instructing 
purchasers to improve the transparency of annual order for 
example by creating a new PO line for each invoice. 

WMC 

Sweden Lack of alternative purchasing methods forces to purchase 
regularly recurring service transactions with annual orders. 

Using call-off orders or framework orders for purchasing 
regularly recurring service transactions. 

SC 

Invoices without PO Sweden 
& 
Finland 

In Finland, most of the invoices do not have corresponding 
PO document. In Sweden, most of the spend is related 
purchases without PO number. Thus, in both countries, 
there are too many purchases that are not conducted in 
Procurement ERP systems. That weakens internal control 
and reporting possibilities of Procurement Department. 

SSAB Procurement should conduct a more detailed research 
and analyze root causes for purchases that are not 
conducted using ERP system. Based on the findings of that 
research, SSAB Procurement should aim at increasing the 
share of invoices and spend that is managed in ERP system. 

NFR 

Automatization Sweden 
& 
Finland 

There is unutilized potential for automatization. Especially 
in Sweden, the automatization rate is low. 

Routine purchases should be standardized and automatized 
to improve the process efficiency. Identifying potential 
commodities and material groups where automatic PR 
handling could provide benefits. Implementing new 
purchasing methods that enable increasing the rate of 
automatization: call-off orders in Sweden and electronic 
catalogues in Finland. 

SC & WMC 

* SC = System Change 
** WMC = Working Method Change 
*** NFR = Need for Further Research 
        

 


