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Abstract 
Problem:   The importance of purchasing is often neglected, and the possibilities for 

continuous improvements in order to reap advantages, such as cost 
reductions, are often overlooked. Furthermore, the subject of purchasing 
has not been explored to a large extent in academic research. Therefore, 
we found the subject to be of great interest and possibly containing 
opportunities for companies, including Saab Avitronics, to seize. 

Purpose:   The purpose of the thesis is to present recommendations after evaluating 
the purchasing organization and strategies regarding the strategic 
purchases within Saab Avitronics, Sweden.  

Methodology:   To receive a deeper understanding of the purchasing department, we 
found it necessary to use a qualitative method approach. Through a 
target-oriented selection we choose to do our empirical case study at 
Saab Avitronics. The empirical study consists of interviews with the 
selected respondents as well as written documents.   

Analysis:   The analysis is structured according to the theoretical framework; 
purchasing, purchasing objectives, purchasing organization, purchasing 
process and purchasing strategies.  

Conclusions:  The conclusions are the recommendations we have been able to suggest 
to Saab Avitronics in order to improve its purchasing function and 
increase the purchasing power. We find it appropriate for the business 
unit to rationalize and diversify its supply-base. Another 
recommendation is to remove the monetary range each purchaser can 
authorize purchases of.   
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 Introduction 

1 Introduction  
 

In this chapter we will introduce the subject of our thesis by presenting the problem discussion and the 
purpose. To conclude the chapter, an overall picture of the thesis design is presented in form of a written 
disposition. 

1.1 Problem Discussion 
The business environment of today is facing increased demand on efficiency and cost 
reduction as firms are competing in a more global environment (Christopher, 2005). 
Purchasing has changed and is, not only, influenced by globalization but also by 
information technology, management and production fluctuations to a larger extent. These 
influences forces companies to, among other things, reduce its costs further in order to 
survive and gain competitive advantage. (Lysons & Farrington, 2006) 

Moreover, supply chain management has become a debated subject and popular research 
area. The supply chain management refers to the management of all activities related to 
information, knowledge and financial resources associated with the flow and 
transformation of goods and services from the suppliers. The area of supply chain 
management is considered to be a key factor to firms’ success and profitability. The subject 
of purchasing management that we are to investigate closer has not got the same attention 
as the supply chain management concept but is an integrated part of it. Purchasing 
management refers to all activities required to manage supplier relationships. (van Weele, 
2002) 

Purchasing issues are aspects crucial to a firm’s success. Purchasing activities provide the 
inputs necessary to produce and deliver a product or a service to the customer and thus 
create revenues to the company. It is important to highlight the importance of purchasing 
management and supplier relationships hence one can gain both in efficiency and in cost 
reduction. (Kraljic, 1983; van Weele, 2002) 

Saab Avitronics is a business unit within Saab AB. It has three areas of competences which 
are electronic warfare, avionics and defense. Saab Avitronics competes in the military 
industry and is an international supplier of military equipment. (www.saab.com) 

Many companies have regular ways of carrying out purchasing activities and overlook the 
possibilities for continuous improvements and enhanced efficiency. That is why this 
subject is of great interest and possibly contains a lot of opportunities for companies, 
including Saab Avitronics, to seize. 

1.2 Purpose 
The purpose of the thesis is to present recommendations after evaluating the purchasing 
organization and strategies regarding strategic purchases within Saab Avitronics, Sweden. 
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1.3 Disposition of the Thesis 
A short presentation of the different chapters will now be presented below in order to give 
a comprehensive picture of the thesis design. 

Chapter 2:  In this chapter we will explain the meaning of the central concepts and 
important terminology that is used throughout the thesis. 

Chapter 3:   The chapter will present the methodology approach we have chosen as well 
as describe how we have conducted the empirical research. The criticism 
towards the chosen methodology approach is also discussed. 

Chapter 4:   In this chapter the theoretical framework is presented. The theoretical 
framework consists of relevant theories and models concerning purchasing. 
The chapter ends with reflections on the different theories presented in the 
chapter. 

Chapter 5:  The collected empirical findings are presented in this chapter. We have 
chosen to begin with a presentation of Saab AB followed by the study of 
Saab Avitronics comprehensive and uniform picture.  

Chapter 6:    In this chapter we combine the empirical findings with the theoretical 
framework in order to analyze the collected empirical material.  

Chapter 7:   This chapter presents the conclusions of the thesis. The conclusions contain 
our main recommendations to Saab Avitronics. 

Chapter 8:   The thesis is ended with a chapter of our own reflections as well as a 
discussion on future research on the subject of purchasing. 
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 Terminology 

2 Terminology  
 

This chapter aims to explain central concepts which are important for the thesis and describe how they will 
be used. 

2.1 Definitions  
In order to achieve a good understanding and limit the ambiguity of key terms used in the 
thesis, the definitions of the most important words and concepts are presented below. 
These words are used interchangeably throughout the thesis and therefore we believe the 
definitions needs to be clarified. 

 Procurement is a broader term of purchasing and it involves all activities required in 
order to get the product from the supplier to its final destination including logistics, 
quality control etc. (van Weele, 2002). 

 Purchasing “obtaining from external sources all goods, services, capabilities and 
knowledge which are necessary for running, maintaining and managing the 
company's primary and support activities at the most favorable conditions.” (van 
Weele, 2002 p. 14) 

We have chosen to use procurement and purchasing equivalent to the definition of 
purchasing, thus Saab Avitronics uses both of these terms interchangeably. 

 Purchasing Effectiveness is related to the degree to which previously established goals 
and objectives are met. A strategy is effective if the goal is reached. (van Weele, 
2002) 

 Purchasing Efficiency is the relationship between planned efforts made to be able to 
realize a goal previously agreed upon. It relates to the resources needed in order to 
fulfill the goal of the purchase. (van Weele, 2002) 

 An operative purchase has no direct connection to the production of the final product. 
It is made to support the internal activities in the organization (Saab Avitronics, 
2006). 

 A strategic purchase corresponds to all purchases that support the production of the 
final product (Saab Avitronics, 2006). 

 Supply includes a wide set of materials like for example the store, the purchase and 
the receiving of the purchase (van Weele, 2002). 
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3 Methodology 
 

The methodology chapter begins with a presentation of the methodology approach we have chosen for our 
research. After that we will describe how we have conducted the empirical research and a description of the 
working process is presented. To conclude the chapter we will discuss the criticism that can be directed 
towards our choice of methodology approach and we will present our reflections on the validity, reliability and 
objectivity of the thesis. 

3.1 Choice of Method  
Methodology is a tool to help the researcher fulfill the purpose of his or her study. The 
methodology used in research needs to fulfill certain demands. The methodology has to be 
compatible with reality and it should be based on systematic selections in order for the 
researcher to take advantage of the information in the best possible way. The result of the 
study should be presented in an accurate way that easily can be controlled. In literature a 
distinction is made between two methodological approaches; the quantitative and the 
qualitative approach (Holme & Solvang, 1997). 

The quantitative approach is objective in its nature and concentrates on measuring a 
phenomenon. The approach involves collecting and analyzing numerical data and applying 
it to statistical tests. (Collis & Hussey, 2003) This is also emphasized by Stake (1995) who 
explains that the qualitative approach searches for a relation between a few different 
variables. When the material has been collected the researcher will be able to interpret the 
material. The quantitative researcher believes that knowledge is discovered and emphasizes 
the importance of explanation and control. 

The qualitative approach is subjective in its nature and involves examining and reflecting 
on perceptions. This approach is used in order to create an understanding of social and 
human activities. (Collis & Hussey, 2003) These thoughts are also emphasized by Stake 
(1995) who stresses the importance to understand complex relations between everything 
that exists. The qualitative researcher believes that knowledge is created and the study 
demands that the researcher is directly involved when an incident occurs and that 
continuous revelations are made. 

We have chosen to use a qualitative approach for our empirical study. The purpose of the 
thesis is to present recommendations after analyzing and evaluating the purchasing 
organization and strategies regarding strategic purchases within Saab Avitronics, Sweden. 
The subject requires an understanding of social and human activities and in order for us to 
gain knowledge about the relations that exists, it is crucial to reflect on perceptions. 
Therefore, we believe the qualitative approach will give us the best advantage to gain a 
deeper knowledge and understanding of our chosen study. 

3.1.1 Case Study 
According to Lekvall & Wahlbin (1993) a case study is a useful method when the goal of 
the research is to gain detailed and versatile descriptions of separate cases. A case study can 
be based on a single case or on multiple cases. The single-case study focuses on one case 
whereas the multiple-case study involves two or more cases within the same study. (Yin, 
1994) 
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In accordance with the purpose of our thesis, we have chosen to carry out a single-case 
study. We believe a thorough investigation is needed to increase our understanding and 
knowledge of how a purchasing department functions. By studying multiple cases we 
would not be able to get beneath the surface of the problem to create a real understanding 
of the subject. 

3.2 Process of Selection 
An important step in the empirical research is the process of selecting who and how many 
participants that should take part in the research. The choice will be of decisive importance 
for the collected empirical material. There are a number of methods when it comes to 
choosing participants for a study and the choice of method will be determined by the goal 
of the study. (Lekvall & Wahlbin, 1993) 

According to Merriam (1988) the primary aim with a qualitative case study is to not 
generalize the results. Therefore, the target-oriented selection is the most frequently used 
method. This approach is based on the assumption that the researcher aims to understand, 
discover and develop an insight to the studied field. Thus, the researcher will through a 
target-oriented selection choose a case that will help increase his or her understanding for 
the subject. 

There are two reasons for selecting Saab Avitronics for our case study. Firstly, we were able 
to establish a good relationship with Saab Avitronics with help of a contact working in 
another business unit within the Saab Group. Secondly, we thought it would be interesting 
to study a purchasing department of a business unit that purchase small quantities and are 
dependent on a few suppliers for its purchases. We are of the opinion that Saab Avitronics 
has the possibility to be an interesting case for analyzing a purchasing department’s 
organizational structure, purchasing process and purchasing strategies. 

We aim to interview the Head of Purchasing at Saab Avitronics seeing that he has much 
experience and knowledge of the purchasing department’s organizational structure and 
strategies. Therefore, we believe he can give us an evident picture of the purchasing 
department. We also plan to conduct interviews with two Project Purchasers working 
within the business unit. From this selection of respondents we hope to acquire relevant 
information that is in accordance with the purpose of our thesis. 

3.3 Data Collection 
According to Stake (1995) there is no particular moment when the data collection begins. 
The data collection begins even before there is a commitment to do a study including first 
impressions, collecting background information and becoming acquainted with similar 
studies. According to Collis & Hussey (2003) data can be collected from two sources; a 
primary or a secondary source. 

Primary data is information produced for one purpose or information from an interview 
that provides a first-hand-insight to an examined phenomenon (Jacobsen, 2002). Primary 
data is original data that has been collected at the source and examples include survey and 
experimental data (Collis & Hussey, 2003). 

Secondary data is information that previously has been produced for another purpose, but 
can be used in different contexts. Secondary data can originally have been primary data. 
(Björklund & Paulsson, 2003) These thoughts are strengthened by Collis & Hussey (2003) 
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who state that secondary data already exists and can be gathered from films, books and 
documents. 

3.3.1 Interview 
According to Patton (1984) an interview is a useful method when it comes to gaining 
knowledge about things that can not be learnt through reading. Furthermore, Merriam 
(1988) claims that the purpose of an interview is to get an insight to another person’s 
perceptions and experiences. 

There are three different kinds of interviews; structured, semi-structured and unstructured. 
In the structured interview the questions and the order of them are made up in advance. In 
the semi-structured interview all the respondents contribute with some information. This 
interview approach is based on a couple of problem statements that are going to be 
investigated. The formulation of the questions and the order of them are not made up in 
advance. The unstructured interview is based on spontaneous questions that arise when the 
interviewer and the respondent meet. In this interview approach the questions are not 
formulated in advance and therefore the interview becomes more explorative. Open 
questions are used to gain new insight and for new information to arise. In some cases a 
combination of the different kinds of interviews can be used in order to receive 
standardized information. (Patton, 1984) 

We have chosen to conduct semi-structured interviews because it enables us to create and 
maintain openness throughout the interviews as well as it allows for follow-up questions 
and spontaneous discussions. The structure also makes it possible to maintain a certain 
structure which makes it easier to compare the interviews. When conducting the interviews 
we have used an interview guide (see appendix 1 and 2) to serve as a checklist to ensure 
that all the topics have been covered during the interviews. We have chosen to conduct the 
interviews in Swedish in order for the respondent to not feel obstructed by the language. 
Therefore, we have chosen to compile two interview guides, an English version and a 
Swedish version, containing the same interview questions. 

The interviews have been conducted by having one of the authors of the thesis ask the 
questions while the other two authors has focused on listening and taking notes. We have 
conducted two interviews at Saab Avitronics in Jönköping with Ronny Sandahl, Head of 
Purchasing and Björn Ahlgren, a Project Purchaser. Both of these interviews took 
approximately an hour each.  In order to collect further information, we decided to have e-
mail correspondence with a third source, Hans Ek a Project Purchaser in Kista/Järfälla, at 
Saab Avitronics due to travel and time constraints related to a face-to-face interview. 

3.3.2 Written documents 
Secondary sources used in a qualitative case study will help to triangulate the findings based 
on primary data collected through observations, interviews and questionnaires (Saunders, 
Lewis & Thornhill, 2003). If two or more sources describe a situation in the same way one 
can say that the sources are inadequate of each other and draw the conclusion that this is 
how the reality looks (Jacobsen, 2002). 

We have also chosen to use secondary material in form of written documents in order to 
obtain a broad picture of Saab Avitronics. Our opinion is that written documents will help 
us to strengthen our primary data collected through interviews. The choice is supported by 
Jacobsen (2002) who argues that by using both primary and secondary sources in a study 
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the data can control each other as well as support each other and thereby strengthen the 
result. 

During meetings with the Head of Purchasing and the Project Purchaser at Saab Avitronics 
in Jönköping we have been given the opportunity to take part of written documents 
composed by the business unit. The written documents have been in form of meeting 
protocols as well as documents containing the business plan of Saab Avitronics. We have 
also taken part of the organizational website in order to learn more about the organization 
of Saab AB and Saab Avitronics. 

3.4 The Working Process of the Thesis 
In the beginning of the working process the subject was not clear to us, it grew and 
developed over time. Working out an interesting and relevant problem along with a suitable 
purpose for our thesis were more time consuming than we first had imagined. We all 
thought it was important that our thesis would be a contribution, in some way, to a 
company. Therefore we contacted Saab Avitronics who had a problem it needed help to 
solve. After a couple of meetings with Saab Avitronics and our tutors, we found the 
proposed subject to contain far too many unfamiliar technical terms than appropriate for a 
thesis within Business Administration. The subject was also too broad and complex in 
order to investigate it during the period of time the thesis is supposed to cover. In 
consultation with Saab Avitronics we decided that the focus of the thesis would be on 
purchasing. When planning the working process of a thesis there are two different research 
approaches to choose from; the inductive and the deductive research approach.  

In the inductive research approach the researcher develops the theoretical framework from 
observations of the empirical reality. The approach involves moving from individual 
observations to statements and general patterns. The inductive method is referred to by 
moving from the specific to the general. (Collis & Hussey, 2003) 

In the deductive research approach the researcher develops a conceptual and theoretical 
structure that thereafter is tested by empirical observations, hence the researcher deduct 
particular instances from general inferences. The deductive method is referred to as 
moving from the general to the particular. (Collis & Hussey, 2003) 

We have chosen to follow the deductive research approach, which means that we have 
developed a theoretical structure and then we have investigated how the theories and 
concepts within purchasing correspond to the studied reality. In some cases we have been 
forced to collect more empirical material in order to be able to decide whether or not the 
empirical findings agree or disagree with the theories. 

3.4.1 The Planning Phase 
During the planning phase we collected material and information for the background and 
the purpose of the thesis as well as information about Saab AB and Saab Avitronics in 
order to obtain an overview and understanding of the problem we were to investigate. 
Much of this material was gathered during meetings with the Head of Purchasing and the 
Project Purchaser at Saab Avitronics in Jönköping. We also outlined the methodological 
approach we were to use in order to solve the problem of our thesis as well as planned for 
the interviews and formulated the interview questions. 
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3.4.2 The Theoretical Framework 
The theoretical framework is based on secondary data in form of literature and academic 
articles. To compile the theoretical framework we have searched for prominent and 
important authors within the field of purchasing. We have chosen theories that address the 
purchasing organization, the purchasing process and purchasing strategies and that agrees 
with the purpose of the thesis. The theories have resulted in the theoretical framework and 
which later have been applied to the purchasing department of Saab Avitronics. In order to 
get some ideas of how to structure the theoretical chapter we have taken part of Bachelor 
Thesis and Master Thesis within the studied field. 

3.4.3 Empirical Findings and Analysis 
According to Miles & Huberman (1994) the strength of a qualitative study is dependent on 
the quality of the analysis. The analysis should be divided into three phases; reduction of 
the collected data, presentation of relevant data and conclusions drawn from the presented 
material. 

In the process of reducing the material, the data that has been noted or recorded is 
shortened, simplified and changed (Miles & Huberman, 1994). We have chosen to conduct 
the interviews having one of the authors of the thesis ask the questions while the other two 
authors has focused on listening and taking notes. After completing the interviews we have 
compiled the interviews in order to gain a well-arranged picture of the material before 
revising it in the empirical chapter. According to Miles & Huberman (1994) the data is 
reduced even before the data collection begins due to the decisions the researcher takes 
regarding which method to use for collecting the material, which questions the researcher 
ask and to whom the questions are asked. 

In second phase of the analysis process the researcher summarizes the empirical data and 
presents it in an organized form. The empirical data will serve as a foundation for the 
analysis. (Miles & Huberman, 1994) We have chosen to begin the empirical chapter by 
shortly presenting Saab AB and Saab Avitronics in order to provide the reader with a 
comprehensive picture of their business activities. The empirical chapter is divided after the 
main areas in the theoretical chapter. Throughout the empirical chapter the interviewees 
will be referred to by their professional titles in order to maintain a certain level of 
anonymity throughout the text. 

In the third phase the revised material is analyzed and conclusions are drawn (Miles & 
Huberman, 1994).  In the analysis we start from the theories in the theoretical framework 
and compare them with the empirical findings.  The chapter of the analysis is structured 
and divided in accordance with the areas in the theoretical framework. The analysis has 
resulted in the conclusions presented in a separate chapter. 

3.5 Criticism of Method 
There are both negative and positive criticisms that can be directed towards conducting a 
qualitative study. According to Collis & Hussey (2003) the qualitative approach lacks 
guidelines and structure which makes it difficult for the researcher to prepare the data. 
Another problem is the large amount of information that needs to be handled which can 
result in that the thesis becomes too long and detailed as well as it makes it hard for the 
reader to comprehend the result (Merriam, 1988). A qualitative case study puts high 
demands on the researcher to be critical towards the information received from the 
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respondents. It is common that the respondent comment on relations that is not within the 
respondent's competences. (Wigblad, 1997) 

There are also many advantages that can be gained from a qualitative approach. The 
qualitative material is based on ordinary events that take place in its natural environment 
and this provides an understanding of the reality as well as it gives extensive and vivid 
explanations. The material is also rich on information and it looks at the overall picture 
which in turn makes it possible for the researcher to understand complex relations. The 
qualitative approach puts emphasis on peoples own experiences and the approach is 
designed to investigate which affects important events, processes and structures have on 
peoples lives. (Miles & Huberman, 1994) 

3.6 Validity 
The validity of a research is concerned with that the methodology measures what it intends 
to measure (Lekvall & Wahlbin, 1993) According to Andersen (1998) it is important to 
obtain a high level of validity in order for the study to be trustworthy. Trustworthiness can 
be expressed in two terms; validity and relevance. Validity is concerned with the general 
compliance of the empirical variables and the theoretical concepts. Relevance deals with 
how relevant the empirical findings and the theoretical framework are for the problem and 
purpose of the research. According to Saunders et al. (2003) the validity of documentary 
data is difficult to assess, therefore the data collection method needs to be examined to 
ascertain the precision needed by the original primary user. 

We have chosen to conduct interviews and use written documents in order to strengthen 
the validity of our research. During the interviews the respondents has been given the 
opportunity to motivate their answers which has lead to a straightforward communication 
between the interviewer and the respondents. It has also decreased the risk for 
misinterpretations which is important in order to connect the theoretical framework with 
the empirical findings. The design of the interview questions is one way of securing the 
relevance of the study. By using a semi-structured interview approach the respondent has 
been given the opportunity to talk freely about the different topics without being steered or 
lead into a certain path by us. 

In our opinion, the precision of the written documents are considered high because the 
primary user, i.e. the purchasers, relies on the accuracy of these written documents. We 
have used the organizational website when collecting background information about Saab 
AB and Saab Avitronics and due to the character of the information gathered we find it to 
be of high validity. 

Our opinion is that our choice of doing a case study has strengthened the relevance of the 
thesis. The information has been detailed which has given us a deeper insight to the studied 
purchasing department. Thereby, a clear connection can be seen between the empirical 
findings, the theoretical framework and the purpose of our thesis. 

3.7 Reliability 
According to Bell (1995) reliability measures to which extent an instrument or a course of 
action provides the same results at different occasions under similar circumstances. There 
are two problems that can occur when discussing the reliability of a qualitative study. The 
first problem is related to the data collected through collaboration between the interviewer 
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and the respondent. Thereby, it is difficult for another researcher to retrieve the exact same 
data in a later research. The second problem deals with that the research to a large extent is 
built on the researcher’s measurements and analysis. Thus, the reliability is connected to 
one person and because the conditions might no be the same if the investigation is 
conducted by another researcher it can be difficult to attain a high level of reliability. 

We have tried to describe the choices we have made as detailed as possible and the 
approach we have used in order to give the reader a possibility to estimate the reliability of 
the study. We have all been present during the interviews and this has made it possible for 
us to in hindsight discuss and compare our impressions from the interviews. Further, we 
have made the choice not to use a tape recorder during the interviews. This choice is 
supported by Stake (1995) who argues that getting the exact words of the respondent with 
help of a tape recorder is of little value instead, it is the message the respondent wants to 
convey that is of importance. 

Our contact person at Saab Avitronics is a member of the Purchasing Management Group 
as well as the Head of Purchasing at Saab Avitronics in Jönköping and therefore he has a 
large saying in the design of the purchasing organization and its activities. As a result, he 
might not see the disadvantages and problems that a person not part of this process might 
notice. The choice of respondents for the other interviews has been made through 
recommendation from the Head of Purchasing. We are aware of the risk involved when 
letting someone else choose the respondents for an interview. We believe we have received 
information that reflects the purchasing department’s situation in an accurate way since all 
the respondents have many years of experience and knowledge of purchasing. In the cases 
when it has been necessary to follow up initial responses to clarify uncertainties we have 
conducted the follow-up questions by e-mail or telephone. 

3.8 Objectivity 
According to Stake (1995) a qualitative study is subjective. This should not be seen as a 
failure that needs to be hindered, but as an instrument to achieve an understanding. It is 
important to ask if the researcher is neutral and free from values, in other words, can the 
researcher be objective. The understanding the researcher has for a situation is built the on 
experiences, the frame of references and the interests of the researcher. This would make it 
impossible for the researcher to be objective. Despite this, the researcher should aim to 
obtain a high level of objectivity. (Holme & Solvang, 1997) Wiedersheim-Paul & Eriksson 
(1991) argues that objectivity can be obtained by letting the researcher work towards a well-
founded result in order to reach a conclusion. Further, the researcher should maintain 
neutral when analyzing the collected material in order to emphasis facts that are favorable 
to the researcher’s study. 

We have studied several sources covering the subject of purchasing in order to gain a 
deeper understanding of our chosen field of study and for preconceived ideas not to 
influence the result. We will use several theories as a base for the analysis and the 
conclusion and we have also tried to not defuse the circumstances that speak against our 
own understandings. We did have an understanding of the Saab organization at large but 
we did not have any previous experiences of the purchasing department at Saab Avitronics. 
Therefore, we are of the opinion that we have reached a high level of objectivity. 
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4 Theoretical Framework 
 

The theoretical framework consists of relevant theories and models concerning purchasing. The chapter is 
concluded with a reflection on the different theories presented. The theoretical framework is the foundation of 
the empirical findings as well as for the analysis.  

4.1 Purchasing  
Lysons & Farrington (2006) suggest that purchasing can be seen from different 
perspectives. The perspectives of purchasing are identified as a function, relationship, 
profession, dicipline, process and as a link in supply or value chain. 

Lysons & Farrington (2006) describe purchasing as a function, due to the fact that 
knowledge and resources used in the firm often is gathered at the functional level in order 
to solve specialized problems. Next, purchasing is seen as a relation, which can be describe 
both as an external or an internal way, but also in long- or short-term. Internally with 
people in the firm which are involed in the chain of supply. It can also be used externally as 
an extension of the firm, like different alliances. The short-term relations is leaning toward 
a more long-term thinking that is of importance today. Moreover, purchasing can be 
considered as a profession, a connection to certain attributes such as knowledge, education 
and professional ethics. Furthermore, purchasing can also be described as a discipline 
which is related to more than just one area of knowledge, where knowledge refers to 
economics, mathematics, law and so forth. However, purchasing is more of a sub-area 
which is based on many different parts like a combination of logistics, law, accounting, 
management etc. The last perspective, use the term process and sees the purchasing 
process as a chain with different stages where information flows combines the different 
processes. 

4.2 Purchasing Objectives 
Monczka, Trent & Handfield (2002) present six purchasing objectives in order to 
demonstrate that the role of purchasing is not only to obtain goods and services in 
response to internal needs. 

The first objective of purchasing is to support the firm’s operational requirements. Raw 
materials, subassemblies, components, repair and maintenance items, services as well as 
distribution related necessities are included in the operational requirements. Further, 
purchasing supports the engineering and technical groups, primarily during new product 
development. Purchasing is responsible to provide the company with high-quality products 
and services in an uninterrupted flow. In order to conform the responsibility, purchasing 
includes; buy products and services at the right price, from an appropriate source at the 
required specification and in the right quantity. Delivery shall be made at the right time and 
reach the right customer. The purchasing should be responsive to material requirements 
and needs of the company. (Monczka et al., 2002) 

Manage the purchasing process efficiently and effectively is the second objective of 
purchasing. In order to fulfill the objective determining staffing levels, developing and 
respect the administrative budgets, providing training and opportunities for the employees 
to grow, and to introduce new purchasing systems leading to improved productivity and 
better decision making are needed. Purchasing management shall work towards improving 
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the use of the resources, thus the resources available for managing the purchasing process 
are limited. (Monczka et al., 2002) 

The third objective is concerned with strategic supply management. Purchasing shall select 
and manage a supply-base that can provide performance advantages. These advantages are 
in the area of, for instance, cost, quality, technology and delivery. The pursuit of better 
relationship with suppliers and the development of high-quality sources of supply are 
aspects fundamental to supply-base management. (Monczka et al., 2002) 

The fourth purchasing objective is to develop strong relationships with other functional 
groups. Purchasing shall work closely and communicate with the functional department 
such as marketing, finance and engineering. Cross-boundary communication and 
interaction between departments are vital, thus they are the customers the purchasing 
department serves. (Monczka et al., 2002) 

Supporting organizational goals and objectives are the fifth purchasing objective. The total 
performance of a company is affected by the purchasing activities, hence it is important 
that organizational and purchasing goals are aligned. The purchasing function shall be 
acknowledged as a strategic asset and not like a support function. Providing results that 
contribute to the organization’s goals facilitates this acknowledgement of purchasing. 
(Monczka et al., 2002) 

The last objective is to develop integrated purchasing strategies that support organizational 
strategies. The plans of the purchasing department shall be consistent with those of the 
organization as a whole. Purchasing shall also be involved in the strategic planning in an 
organization in order to integrate the purchasing department strategies with organizational 
strategies. (Monczka et al., 2002) 

4.3 The Purchasing Organization 
The organizational structure affects purchasing in various ways. Further, different types of 
purchasing situations require different types of structures. (Gadde & Håkansson, 1993) The 
concepts of decentralized and centralized purchasing organization lie on a continuum. A 
third type of organizational structure is the hybrid organization which is a mixture of 
features from the decentralized and the centralized structures (see Figure 4-1). The 
concepts of decentralized, centralized and hybrid purchasing organizations are developed in 
this section. 

 

 

Figure 4-1 Continuum of Purchasing Organization (own construction) 

4.3.1 Decentralized Purchasing 
Decentralized purchasing is one of the extremes on the continuum (see Figure 4-1). 
Purchasing is not considered as a specialist function in a decentralized purchasing 
organization. Rather, it is viewed as an integral part of a larger context which implies that 
purchasing cannot be treated separately. (Gadde & Håkansson, 1993) The purchasing 
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function is found under the different business units where the business unit’s management 
is responsible for the purchasing activities (see Figure 4-2). The purchaser can be 
responsible of various business activities that also involve several employees over different 
work areas which result in a natural connection between business areas and stimulate 
cooperation. (van Weele, 2002)  

Through a decentralized organization one can respond more quickly to urgent 
requirements due to the short communication lines and the awareness of local 
circumstances (Baily, Farmer, Jessop & Jones, 1998). However, there is a risk for 
duplication if the divisions purchase similar material as well as there is a risk to forgo 
economies of scale. Another disadvantage of decentralized purchasing is that the 
purchaser’s professionalism may be reduced due to the purchases span over a wide range 
of products resulting in that the purchaser becomes a generalist. (Gadde & Håkansson, 
1993; van Weele, 2002) 

 

 

Figure 4-2 Decentralized Purchasing (van Weele, 2002 p. 239) 

4.3.2 Centralized Purchasing 
Centralized purchasing is the other extreme on the purchasing continuum (see Figure 4-1).  
A purchasing organization that is centralized gathers all the resources in order to be used 
and to carry out activities from one place where specialists perform the purchasing 
activities (see Figure 4-3). The main advantages of this structure are that economies of scale 
can be achieved and the bargaining power of the company increases due to high-volume 
purchases. Centralized purchases enable division of labor since the purchasers are 
responsible for different areas. Purchasing is a specialist function and is not only seen as an 
integral part of a larger context. A centralized purchasing organization might lead to 
communication problems within the company due to the hierarchical levels. For example, 
managers at lower levels might undermine the role of the purchasing department because 
they believe that they, themselves, can make a better job due to their closeness to the 
current situation. Thus, the lower-level managers might be lured to act individually. (Gadde 
& Håkansson, 1993; van Weele, 2002) 
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Figure 4-3 Centralized Purchasing (van Weele, 2002 p. 240) 

4.3.3 Hybrid Purchasing 
The question of centralization versus decentralization remains unsolved and firms do 
seldom implement a purely centralized or decentralized purchasing structure. According to 
Heinritz, Farrell & Smith (1986) the mix between these structures will be unique to the 
company as well as change over time. A combination of decentralized and centralized 
purchasing organization is called a hybrid purchasing organization. This type of structure 
enables a company to benefit from the advantage of a centralized structure such as 
economies of scale as well as the benefit of a decentralized organization such as flexibility 
and localization. Naturally one cannot, to a full extent, reap all advantages linked to the 
different purchasing organizations, trade-offs will decide the combination of centralized 
and decentralized features that will be applied in the hybrid purchasing structure. (Heinritz 
et al., 1986; van Weele, 2002; Baily et al., 1998) There are several possible hybrid 
purchasing structures, one of which is presented in Figure 4-4. 

  

 

Figure 4-4 Hybrid Purchasing (van Weele, 2002 p. 241) 
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4.4 The Purchasing Process  
According to van Weele (2002) purchasing can be described as: 

“Obtaining from external sources all goods, services, capabilities and knowledge which are necessary from 
running, maintaining and managing the company’s primary and support activities at the most favorable 

conditions”. (van Weele, 2002 p. 14) 

van Weele (2002) stresses that the function of purchasing includes six different areas and 
activities (see Figure 4-5). 

 

Figure 4-5 The Purchasing Process (van Weele, 2002 p. 15) 

The first activity relates to conducting the specification of the services and goods bought 
by the firm. The second step is to select an appropriate and suitable supplier. The third step 
is for the firm to organize and arrange for negotiations in order to establish an agreement 
with its selected supplier. The forth area in the purchasing process is to place the firm’s 
order and the fifth activity regards the control and supervision of the order. The sixth and 
last step in the purchasing process is to evaluate the process and follow-up the purchased 
goods. (van Weele, 2002) 

van Weele (2002) stresses that these different steps are interrelated and should be 
interpreted as a process. Furthermore, the managers can use this model and the different 
steps in order to structure the purchasing decisions in the company. 

There are different terms around the model that must be explained in order to fully 
understand the model. The term purchasing function involves all the six activities in the model 
starting with determining specification and ending with the evaluation process. Tactical purchasing 
includes the three first steps while the order function includes the last three steps in the 
process of purchasing. The ordering term is also used when a firm’s order is placed directly 
and the supplier’s conditions are not considered. (van Weele, 2002) 

The term of supply is often used within the area of materials. This term has a broader 
meaning in Europe than in North America. In Europe supply includes a wider set of 
materials like the store, the purchasing and the receiving. Whereas in North America it only 
relates to the materials used internally in the store like the company’s own office supply. 
Sourcing is also presented in the model and is used within the area of material. This term 
refers to finding the most suitable source of material and the firm’s selection of a supplier. 
(van Weele, 2002) 
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4.4.1 Purchasing Process Improvements 
According to van Weele (2002) both indirect as well as direct imporvements can be made 
in the purchasing process and in the strategies of supply in a firm. These improvments can 
contribute to a more attractive position of the company among its competitors. Reduce 
cost and increase savings are examples of direct improvements. Indirect ways of improving 
the purchasing process are for instance reduction of quality costs, product standardization, 
design and innovaton, stock reduction, increased flexibility and fostering purchasing 
synergy. Indirect improvments often have a larger affect than direct ones. 

In order to reduce the quality costs, i.e. costs related to inspecting and controlling the 
quality of the in- and out-coming products, the firm can chose a supplier that controls the 
goods by itself so that the firm’s own purchasing department does not have to do it. 
However, this is sometimes not enough since bad quality is often related to insufficient 
procedures within the supplying firm. Product standardization is another way of reducing 
the costs and prices due to less variety of products leading to a less complex manufacturing 
process. For the firm utilizing more standardized products, instead of specific ones, will 
generate less dependency on a specific supplier. (van Weele, 2002) 

According to von Hippel (1978) industrial innovations will be successful if there is a high-
level of interaction between the buyer and the supplier. The purchasing organization is 
reponsible to build a strong position among its competitors made possible by the 
improvments in purchasing. In addition, van Weele (2002) discusses stock reduction in 
order to improve the purchasing process and argues that a stock of goods is a safety for the 
firm in order to be able to deliver in time. However, having stock is costly which pose a 
dilemma, thus van Weele (2002) claims that this can be solved through careful scheduling 
of the in- and out-coming products, so the firm will not need a stock if this works. van 
Weele (2002) also emphasizes increased flexibility in the process and suggests that 
manufacturing systems with features of high market reponsivness are implemented to a 
higher extent due to the increasing international competition. An example of such a system 
is the  just-in-time system. It it essential for the firm to chose a suitable suppliers in order 
to make it work. The last example are the possible benefits a company can reap from co-
ordinating its different business units within the company in order to gain from common 
ways of purchasing if possible, i.e. purchasing synergies. 

4.5 Purchasing Strategies 
Purchasing strategies entail long-term work in order to form an efficient method to 
conduct purchases of goods the company is in need for, where the focal points are cost- 
efficiency, supplier relationships and product classifications. (Gadde & Håkansson, 1993) 

4.5.1 The Different Roles of Purchasing 
Purchasing has different strategic roles in an organization. Axelsson & Håkansson (1984) 
acknowledged three roles; the rationalization role, the developmental role and the structural 
role. Figure 4-6 shows the different roles of purchasing which will be described further. 
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Figure 4-6 The Roles of Purchasing (Gadde & Håkansson, 1993 p. 7) 

4.5.1.1 The Development Role – Development through Interaction 
The development role implies that the firm should actively work to be involved and 
interact with its suppliers in order to reap advantages of external resources. Interaction 
yields the possibility to control and affect the development process as well to coordinate 
the work of the suppliers. The advantages that can be obtained are, among others, 
increased development power, better coordination as well as time and costs savings. 
(Axelsson & Håkansson, 1984; Gadde & Håkansson, 1993) 

4.5.1.2 The Rationalization Role – Purchasing as a Mean to Decrease Cost 
The rationalization role is concerned with the day-to-day activities carried out to reduce 
costs successively. The concept includes reducing costs and improving efficiency in respect 
to various flows or findings of new solutions to problems. One can categorize three main 
activities in the rationalization role. The first deals with discovery of what needs to be 
purchased i.e. which items are beneficial to buy rather than produce in-house. The second 
aspect concerns the effectiveness of flows, including financial, material and information 
flows. Key issues are for examples the inventory level and logistical aspects. The third 
activity is concerned with finding other suppliers which have better offers. (Axelsson & 
Håkansson, 1984; Gadde & Håkansson, 1993) 

4.5.1.3 The Structural Role – Supplier Structure Depending on Time Span 
Gadde & Håkansson (1993) labeled the third role as the structural role, which is related to 
the way companies affect the structure of the supplier markets. It is important for the 
company to evaluate the current situation to be able to choose strategies suitable for its 
suppliers. To improve the overall performance a company needs to understand the 
suppliers’ abilities. Another important aspect is to analyze if the company’s behavior is 
appropriate with the structural development. The company would then gain an insight if 
the current purchasing strategy contributes to a positive structure development or if there 
are tendencies the company wishes to improve or reduce. (Gadde & Håkansson, 1993) 

The structural role emphasizes the importance to handle “alternative situations” i.e. learn 
how to work in different situations and to recognize these situations in order to reach an 
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optimal exchange of the relationship with the supplier. There are four classifications of 
alternative situations (see Figure 4-7). The variables that categorize these classifications are 
number of potential suppliers and the relationship’s level of standardization. The following 
matrix visualizes the different alternative situations. (Gadde & Håkansson, 1993) 

 

 

Figure 4-7 Alternative Situations (Axelsson & Håkansson, 1984 p. 54) 

1. The situation is characterized by many alternatives and with a standardized 
relationship. This implies that one can switch suppliers easily which demands a high 
knowledge of the market in order to get the best deal possible. (Axelsson & 
Håkansson, 1984) 

2. In the second alternative many potential suppliers are still available but the 
relationship is unique. The company has chosen to be committed to one supplier 
due to rationalization or development reasons. Since, there are other options 
available, the company may switch to another supplier but would than incur 
switching costs because of their unique relationship. The uniqueness of the 
relationship makes it important to first try to solve eventual problems in the 
existing relationships before turning to another. Hence, knowledge about the 
supplier as well as potential suppliers’ development is required so that new 
opportunities are not forgone. (Axelsson & Håkansson, 1984) 

3. A high-level of standardized relationship combined with few or no potential 
suppliers characterizes the third situation. In order to reduce costs the company 
must have knowledge about the supplier’s production and the incurred costs. 
Similarly as in situation 2 it is beneficial to solve eventual problems in the existing 
relationship, terminating the relationship is often not an option. (Axelsson & 
Håkansson, 1984) 

4. In the fourth scenario, the number of potential suppliers is low and the relationship 
is distinctive. When there is a unique relationship and few or no potential suppliers, 
all the more emphasis is put on maintaining and improving the relationship due to 
the difficulty of switching supplier. (Axelsson & Håkansson, 1984) 

The different roles of purchasing, i.e. the development, the rationalization and the structure 
role, previously described are interrelated. The ambition of the three roles is to exploit the 
organization’s purchasing power to a full extent. (Axelsson & Håkansson, 1984) 
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4.5.2 Kraljic’s Framework for Determining Supply Strategies 
Kraljic (1983) has developed a classification matrix in which a company’s need of a supply 
strategy is dependent on two variables. The first variable is the strategic importance of 
purchasing items and the second variable concerns the complexity of the supply market. 
With the means of these variables a company can assess the situation in which they are in 
and further determine the type of supply strategy it need to fully exploit its purchasing 
power in relation to the important suppliers and also reduce its risk (see Figure 4-8). 

 

 

Figure 4-8 Stages of Purchasing Sophistication (Kraljic, 1983 p. 111) 

Material management is appropriate when the importance of purchasing is high combined 
with a high complexity of supply market. The purchasing focus is upon leverage items of 
mixed commodities and specified materials. The organizational structure is decentralized. 
There are multiple supply sources and the supply is abundant. Material flow management 
as well as cost and price are the main performance criteria. (Kraljic, 1983) 

Supply management is suitable when the importance of purchasing is high and the complexity 
of supply market is high. Strategic items, which is scarce thus highly valuable, are in the 
purchasing focus. The supply-base is constituted by well-established global suppliers. A 
centralized organization is appropriate. Long-term availability is the key performance 
criteria. (Kraljic, 1983) 

Purchasing management fits when the importance of purchasing is low combined with a low 
complexity of the supply market. The items purchased are commodities supplied by local 
suppliers with an abundant supply. Decentralization is favored regarding the organizational 
structure. The key performance measures are functionality and efficiency. (Kraljic, 1983) 

Sourcing management is needed when the importance of purchasing is low whiles the 
complexity of supply market is high. There are mainly specified materials purchased from 
new suppliers with new technology in a global context, the supply is scarce related to the 
production-based capacity. The organization should be decentralized with a central 
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coordination. Cost management and reliable short-term sourcing are key performance 
criteria. (Kraljic, 1983) 

4.5.3 The Four-Stage Approach 
Kraljic (1983) has also developed a four-stage approach to develop strategies in order to 
minimize a company’s supply vulnerability and to exploit its buying power. The stages are 
as follows; classification, market analysis, strategic position and actions plans. 

4.5.3.1 Classification 
In the classification phase the company classifies its purchased items in terms of supply risk 
and profit impact resulting in four different categories (see Figure 4-9). 

1. Leverage items have low supply risk and high profit impact 
2. Strategic items with high supply risk and high profit impact 
3. Non-critical items are categorized by low supply risk and low profit impact 
4. Bottleneck items are categorized by high supply risk and low profit impact 
  

 
Figure 4-9 Classification Matrix (Kraljic, 1983 p. 112) 

These four categories demand a unique purchasing approach whose complexity varies in 
proportion to the strategic implications. The classifications are to be reassessed regularly 
since conditions change over time. (Kraljic, 1983) 

4.5.3.2 Market Analysis 
During this phase the company weighs its own bargaining power against the one of its 
suppliers. Kraljic (1983) highlighted six aspects: 

1. The supplier’s capacity utilization: the less capacity the less risk of bottlenecks 
2. The supplier’s break-even stability: the lower break-even percentage the tougher  

the bargainer 
3. The uniqueness of supplier’s products: the more unique products the more power 

the supplier posses 
4. The annual volume purchased and expected growth in demand: the higher volume 

the stronger the company’s position 
5. Past variations in capacity utilization of main product units: the more variation the 

more flexibility of the suppliers 
6. The potential costs of non-delivery or unsatisfactory quality: the higher costs the 

less appropriate to switch or delay negotiations with suppliers 
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4.5.3.3 Strategic Positioning  
Next, the strategic materials that were classified in the first stage are positioned in a 
purchasing portfolio matrix. The cells in the purchasing portfolio matrix represent three 
categories associated with strategic drive; exploit, balance and diversify (see Figure 4-10). 

 

Figure 4-10 Purchasing Portfolio Matrix (Kraljic, 1983 p. 114) 

The three strategic drives have implications for the elements of the purchasing strategy e.g. 
price, volume, supplier selection and so forth. Where “exploit” favors an aggressive 
strategy, “diversify” suggests a defensive strategy as well as looking for material/supplier 
substitutes and “balance” signals a well-balance intermediate strategy. (Kraljic, 1983) 

4.5.3.4 Action Plans 
In this phase the company should investigate various supply scenarios and position its 
options for securing long-term contracts as well as for exploiting short-term opportunities 
(Kraljic, 1983). 

4.5.4 Strengthen the Organization 
It is necessary to foster integration and enhance cross-functional relations and not isolate 
the purchasing department. To exploit the company’s purchasing power to the fullest, the 
purchasing function shall reflect the overall company set up concerning 
decentralization/centralization, the purchasing position in the structure and the purchasing 
department structure. Different firm philosophy results in different solutions. (Kraljic, 
1983) 

Another important issue is system support. The purchasing department should receive 
adequate information about the company’s current situation so that purchases can be 
matched to it. Furthermore, it is important that key purchasing people updates their skill 
and knowledge in order to respond to a new supply strategy. (Kraljic, 1983) 
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Incremental steps towards an effective supply management will prove to be worthwhile, 
hence “purchasing as usual” will expose the company to competitive pressures. An 
effective supply management fosters flexibility, entrepreneurial thinking and enhances 
strategic awareness which can decrease costs and improve supply security for the company. 
(Kraljic, 1983) 

4.6 General Sourcing Strategies  
Nine sourcing strategies which can improve purchasing and supply are described by 
Monczka, Trent & Handfield (1998). The different strategies are commonly implemented 
in companies, solely or combined. The strategies are as follows; supply-base optimization, 
total quality management, worldwide sourcing, establishing higher supplier performance 
expectations, longer-term supplier relationship, cross-functional teams, early supplier 
design involvement, supplier development and total cost of ownership. The different 
strategies are further developed in the following section. 

4.6.1 Supply-Base Optimization 
The supply-base optimization aims at forming a supply-base consistent of the best-in-class 
suppliers. Suppliers which do not meet the supplier criteria established by the company are 
identified and excluded from the supply-base. Next, a search for new suppliers which can 
compete with the existing suppliers is made. The suppliers that best fulfill the criteria are 
chosen. Finally, the selected suppliers and the buying company are to establish a strong 
business relationship. (Monczka et al., 1998) 

Excluding suppliers which do not fulfill the criteria together with replacing suppliers with 
others that fulfill the criteria better, result in an improved quality, delivery, costs and 
information sharing between the suppliers and the buying company, lead to an optimized 
supply-base. This improves the conditions for long-term and stronger relationships with 
suppliers, thus resources can be allocated to a fewer number of suppliers as well as the 
communication is more concentrated. Another improvement made possible by supply-base 
optimization is control related. Quality control as well as delivery control might be 
enhanced due to the limited number of suppliers, which in turn contribute to higher 
performance. Costs can also be reduced since maintenance activities related to 
communication are diminished. Further, by encompassing quality suppliers one can 
minimize problem-related contacts and instead focus on value-added contacts. (Monczka et 
al., 1998) 

The shortcomings with the supply-base optimization are the potential supplier dependence 
and the implications related to it. Supplier dependency causes an unhealthy reliance on each 
other leading to a vulnerable position. Examples of implications related to supplier 
dependency are unfair prices and conditions, production capacity might not meet the 
demand as well as an increased risk of supply disruption. (Monczka et al., 1998) 

4.6.2 Total Quality Management 
According to Monczka et al. (1998) the supplier quality performance is meeting or 
exceeding the current and future expectations and requirements of the customer. Ensuring 
the quality of supplier goods is crucial since supplier performance affects the total quality. 
Managing and measuring supplier quality actively enhance the supplier performance. 
However, it is expensive and time-consuming so companies seldom implement it. 
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It is of importance to specify details and functions of the items to be purchased in order to 
ensure supplier quality. The specifications should be understandable and approved by the 
supplier. A certified supplier ensures quality which eliminates continuous controls made by 
the buying company. Furthermore, total quality management compel the suppliers to have 
a zero defect philosophy. Total quality management also requires that the buying company 
is a good customer in terms of upholding a good relationship and communicating exactly 
what is expected and demanded. Hence, both the supplier and the buying company, as the 
customer, must be committed to achieve supplier quality. (Monczka et al., 1998) 

4.6.3 Worldwide Sourcing 
According to the worldwide sourcing strategy the entire world should be viewed as a 
potential source for items by the purchasing department. Worldwide sourcing is used to 
achieve significant cost reduction, quality improvements and gain technology access. 
Nevertheless, domestic suppliers should also be evaluated because there is no certainty that 
international suppliers provide better or less expensive products. (Monczka et al., 1998) 

4.6.4 Establish Higher Supplier Performance Expectations 
This strategy involves setting higher demands and expectations on the supplier’s 
performance such as cost reductions. However, the supplier usually resists such attempts 
but one method to justify cost reduction is that the buying company increases the volume 
to be purchased. Supply-base optimization is usually combined with establishing higher 
supplier performance expectation, thus supply-base optimization reduces the number of 
suppliers which in turn lead to higher volume purchasing. (Monczka et al., 1998) 

4.6.5 Longer-Term Supplier Relationships 
Longer-term supplier relationship is another strategy for improving supplier performance 
and quality. Performance measurement and an optimize supply-base are required in order 
to have longer-term supplier relationships. The suppliers which are of utmost importance 
to the company are beneficial to establish longer-term relationships with in order to 
reassure supply of critical products. Among the benefits gained are trust and mutual 
dependency between the buying company and the supplier which lead to a lower risk when 
sharing information and resources. Good buyer and seller relationships are difficult to 
create and consume a lot of effort and time. In order to foster these associations, a 
company should form a structure that facilitates and support development of relationships 
to key suppliers. Supplier councils and corporate steering committees are examples of such 
structures. Supplier councils consist of key suppliers and the executive management of the 
buying company. The corporate steering committee consists of the purchasing and material 
management within the company which monitors supplier management and development 
as well as strengthen the management commitment to the buyer-seller relationship. 
(Monczka et al., 1998) 

4.6.6 Cross-Functional Teams 
Personnel from different functions of the company forms cross-functional team to share 
and combine their different capabilities. This strategy can decrease the time consumed in 
solving and completing a task as well as to generate synergies such as enhanced 
communication and spur innovation. Cost reduction and improved quality are other 
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examples of benefits related to implementing cross-functional teams. (Monczka et al., 
1998) 

The downside with this strategy is that individuals might feel unmotivated and thereby not 
perform their best. Group thinking is another negative aspect that might occur in cross-
functional teams, which means that group members do not take own initiatives but rather 
complies with others. (Monczka et al., 1998) 

4.6.7 Early Supplier Design Involvement 
This strategy involves participation of key suppliers at the concept or the pre-design phase 
of the product development. The suppliers are integrated in cross-functional teams in order 
to benefit from the supplier’s design capabilities. The relationship between the supplier and 
the buying company must be based on trust and commitment from both parties in order to 
implement this strategy. Early supplier design involvement can minimize non-value-added 
costs related to the product design and engineering process. (Monczka et al., 1998) 

4.6.8 Supplier Development 
If a supplier has potential but lacks certain capabilities the buying company may assist in 
developing the supplier’s technology or facilities. The supplier improvement and success 
are results of this strategy leading to longer-term supplier relationships which is beneficial 
to the company. (Monczka et al., 1998) 

4.6.9 Total Cost of Ownership 
Total cost of ownership is, according to Monczka et al. (1998) the total sum of expenditure 
related to purchase, usage of equipment, material and service. The strategy implies that the 
company should measure the total cost of ownership yielding an enhanced ability to 
identify cost variances in order to take corrective actions when deviations occur. 
Implementation of this strategy requires a broad decision support system for managers 
which will facilitate the evaluation of supply chain activities as well as provide focus on 
reducing total costs. On the other hand, information gathering might cause problems and 
interpretation of the data could be problematic. (Monczka et al., 1998) 

4.7 Reflections on the Theoretical Framework  
In the preceding chapter different theories within the field of purchasing have been 
presented in order to provide the reader with an understanding of purchasing issues. We 
started by presenting Lysons & Farrington’s (2006) different perspectives of purchasing. 
They argue that purchasing can be viewed as a function, relationship, profession, discipline, 
process and as a link in a supply or a value chain. 

Next, we presented the six purchasing objectives developed by Monczka et al. (2002), they 
highlight the importance of purchasing and stress that there are more to the role of 
purchasing than just obtaining goods and services in response to the internal need. The six 
objectives put forward are vital in order to get an understanding of what kind of impact 
purchasing has. The different types of purchasing situations require different types of 
structure according to Gadde & Håkansson (1993). We believe that it is essential to write 
about how the structure of an organization affects the purchasing activities when writing a 
thesis within the field of purchasing. 
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Next, the purchasing process by van Weele (2002) was presented. The purchasing process 
includes six different areas and activities which are important when performing a purchase. 

Finally, the chapter is ended with a section on purchasing strategies. In this section we 
presented strategies from different authors regarding supply strategies and sourcing 
strategies. We have chosen to exclude the areas of action plan and market analysis 
presented by Kraljic (1983) in the empirical findings and the analysis. Since, we believe 
these theories contribute to a broader focus than we aim to have. 
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5 Empirical Findings 
 

In this chapter the empirical findings will be presented. In order to give a comprehensive picture, Saab AB 
is described briefly followed by a study of the business unit of Saab Avitronics which is the focus of the 
thesis.  

5.1 Saab AB 
Saab AB was established 1937 in Sweden and was originally an abbreviation for Svenska 
Aeroplan AB. The company’s primary aim was to meet and fulfill the need for a domestic 
military aircraft industry in Sweden. Ever since, Saab AB has been the dominating supplier 
to the Swedish air force. Nowadays, Saab AB is one of the leading high-technology 
companies in the world with its main operations in defense, aviation, space and civil 
security. The company develops and delivers high-technology products and services both 
to the defense market and to the commercial market. (www.saab.com)  

Saab ABs operations are divided into three different business segments where Saab AB has 
built up world-leading competences in defense and security solutions, systems and products 
as well as aeronautics. The company conducts worldwide operations and Saab ABs 
products and services can be found in more than 50 countries. In Sweden the company 
conducts business activities from more than 30 locations. In order to organize Saab ABs 
activities, the company has divided its operations into different business units as can be 
seen in Figure 5-1. (www.saab.com) 

 

 

Figure 5-1 Saab ABs Organizational Scheme (www.saab.com) 

5.2 Saab Avitronics 
Saab Avitronics is a leading international supplier of avionics, electronic warfare systems 
and displays. The business unit offers a full range of electronic warfare assets with its focus 
on systems, equipment and in-service support for self-protection. Some key elements are 
radar, UV and laser sensors. The product range within avionics includes airborne mission 
and utility systems, reconnaissance systems and flight control equipment. The key 
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competences within this area are safety critical systems and software, video and graphics 
processing and digital map systems. Saab Avitronics has a long tradition of developing and 
integrating both electronic warfare systems for all branches of the armed forces. The 
business unit also offers avionics for both the military and the commercial aircraft. 
(www.saab.com) 

Saab Avitronics has divided its purchasing activities between three different purchasing 
departments located in Sweden and in South Africa (see Figure 5-2). The Swedish 
departments are located in Kista/Järfälla and in Jönköping/Gothenburg. The third 
purchasing department is situated in Cape Town, South Africa. Each of the purchasing 
departments has its own focuses in purchasing of products and services of avionics and 
electronic warfare systems and displays. The purchasing departments have divided its 
purchasers after different product areas. (Saab Avitronics, 2006) 

 

 

Figure 5-2 Saab Avitronics’ Purchasing Organization (Saab Avitronics, 2006) 

The three purchasing departments together purchased products and services during 2005 
for SEK 600 million. This can be compared to year 2006 when the business unit has 
estimated to place approximately 10 000 purchase orders for a total value of more than 
SEK 800 million. This represents 30-40 percent of the annual turnover of Saab AB. (Saab 
Avitronics, 2006)  

Saab Avitronics manufacture on demand or by specification. The production is dependent 
on the supplied items and the business unit will not be able to continue its production if 
these items are not available. Many of the products purchased and produced have specific 
military and airworthiness requirements which make them difficult to change. The products 
must be delivered in time or liquidating damages will incur. (Project Purchaser, 
Kista/Järfälla)  

5.2.1 The Purchasing Policy, Concept, Vision and Objectives  
The suppliers are a vital part to the business unit when developing the products and 
services which is the purchasing policy of Saab Avitronics. Therefore, it is important to 
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have a strong relationship with the suppliers and they shall be treated as an integrated part 
of Saab Avitronics’ development and production chain. (Saab Avitronics, 2006)  

The purchasing concept is to work as a central organization with decentralized operational 
activities. Cost-efficient procurements are the focal points through the means of 
competence, teamwork and high efficiency in preparation of contracts, purchase orders and 
other procurement activities. (Saab Avitronics, 2006) 

The vision is to make sure that the assigners and suppliers will find the purchasing 
department of the highest class. The vision shall be achieved by making the purchasing 
activities goal-oriented by shortening the lead-time, using the right quality and focus. The 
activities should also be focused on adapting the costs to the changing environment as well 
as being able to flexibly adapt to the changes in the industry. In order to be a purchasing 
department of the highest class each purchaser shall be committed for his or hers 
procurements responsibilities. It is also of importance that the competences of the 
purchaser fulfill the business unit’s requirements and needs. The purchasing department 
should achieve an integrated cooperation between Saab Avitronics’ projects and the 
supplier along with having efficient cooperation with the other business units within the 
Saab Group. (Saab Avitronics, 2006) 

The main objective of purchasing at Saab Avitronics is to integrate the suppliers in the 
product development process. In order to optimally integrate the suppliers, the right price, 
time and quality are required. This is emphasized by the following statement made by the 
Head of Purchasing: 

“Integrate our suppliers in the product development in an optimal way” 

The Head of Purchasing stresses that if they are able to achieve this, cost reduction and 
efficiency are obtained. Integrating the suppliers can also provide the business unit with 
competences or technology it lacks.  

5.2.2 The Purchasing Organization 
The Head of Purchasing describes the purchasing organization by stating: 

 “Centralized with a decentralized way of working”  

The Project Purchaser in Jönköping clarified the statement by explaining that purchasing is 
connected to different projects, which is supported by a central purchasing department. 
The collaboration is built on mutual respect and the competences within the purchasing 
units are key aspects in order to achieve a good purchasing organization. The different 
functional departments are operating together in different projects, thus centralized 
purchasing features are prevalent. (Head of Purchasing) 

The centralized organization with a decentralized way of working is implemented in order 
to achieve a higher level of cost awareness and cost-efficiency between the employees and 
the different purchasing activities. A project purchaser and a strategic area are chosen early 
for each project in order to achieve participation in the project’s definition phase. Each 
purchaser follows a specific guide that has been developed centrally in order to facilitate 
and make the purchase consistent. The purchasers have different authority regarding 
monetary constraints, the higher rank the higher monetary roof. Participation and 
engagement in the different projects are goals the business unit wants to fulfill. Thereby, 
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increasing the responsibility of the purchasers, a deeper commitment will be achieved. 
(Saab Avitronics, 2006) 

The purchases are divided into strategic and operative. The strategic purchases are handled 
by the “actual” purchasers while the operative purchases are carried out by whom it 
concerns. The Head of Purchasing draws attention to that the purchasing units are well 
represented in Saab Avitronics organization due to the fact that purchasers are represented 
in the board of directors. (Head of Purchasing) 

Both the Project Purchaser in Jönköping and in Kista/Järfälla found the purchasing 
organization suitable to the organization. The Project Purchaser in Kista/Järfälla also refers 
to surveys conducted at Saab Avitronics which conveyed that the employees agreed with 
the notion of a suitable organizational structure. However, constant improvements are 
necessary according to the Head of Purchasing, who states that:  

“If I were completely satisfied with the way things are one might as well shut down the whole operation” 

The Project Purchaser in Kista/Järfälla also acknowledged the fact that improvements are 
necessary with the following statement:  

“There are no disadvantages with the current organization but the coordination can always be developed” 

The competences and knowledge within Saab Avitronics will be used in order to actively 
change and make improvements in the organization. To further improve the purchasing 
organization, education is a priority and improving the purchasers’ competences is crucial 
in order to be able to cope with the increased purchasing complexity. Another essential aim 
is to protect and maintain the coordination and cooperation between the business units. 
(Saab Avitronics, 2006) 

5.2.3 Purchasing Process 
Saab Avitronics has developed a purchasing process for strategic items consisting of seven 
steps (see Figure 5-3). 

 

Figure 5-3 Saab Avitronics’ Purchasing Process (Saab Avitronics, 2006) 

In the planning for procurement step, the purchaser is responsible for coordinating and 
delegating the procurement preparation as well as to ensure that the commercial and legal 
requirements are uphold. The assigner i.e. the engineering function or the project team are 
in charge of confirming the delivery time and the technical, operational and quality 
demands set by the business unit are met. Furthermore, the purchasing department issues a 
specification in order to adhere to the demands. (Saab Avitronics, 2006) 

In the procurement preparation phase the purchaser reviews governmental and legal 
requirements as well as put forward an investment project i.e. a financial prospect. By the 
means of well-defined procurement document the demands evaluated in the planning for 
procurement phase will be met. A lot of effort is put in to the procurement preparation in 
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order to avoid mistakes later in the purchasing process. (Saab Avitronics, 2006; Head of 
Purchasing) 

The first two steps of the purchasing process are important for the business unit in order 
to make a good purchase (Saab Avitronics, 2006). The Head of Purchasing highlights this 
by stating:  

“Good preparation is the foundation of a good purchase, if the first steps are not done thoroughly the 
whole process will suffer” 

However, the Project Purchaser in Jönköping points out that it is a great deal of 
documentation which results in a lot of administrative tasks and he also finds that the 
computer systems are somewhat complicated.  

If the purchasing department finds the procurement preparation to be satisfying the next 
step will be to send out a request to the supplier. The procurement request should contain the 
information that has been gathered in the two preceding phases. (Saab Avitronics, 2006) 

The supplier evaluation stage is especially important when new suppliers are requested, when 
existing suppliers are to expand their approval or when previous experiences with a 
supplier have been unsatisfactory. The evaluation of the supplier reinsures that the supplier 
have committed to the purchasing department’s demands regarding the quality, the price 
and the time of delivery. Depending on the supplier's performance, the supplier will be 
either rejected or approved by the purchasing department. (Saab Avitronics, 2006) For 
approved suppliers, several aspects are evaluated such as their commercial capacity, their 
technical capabilities concerning production and design as well as quality control routines 
and processes. The suppliers that are approved are put on a list which contains details and 
information about the specific supplier. The list is followed up and continuously updated. 
(Head of Purchasing) 

In the procurement order phase the purchaser issues an order placement acknowledgement or 
a procurement order to an approved supplier. The purchasing department’s aim with this 
phase is to achieve a well-defined purchase and to implement a procurement that respect 
the agreed upon delivery times, total costs and quality. (Saab Avitronics, 2006) 

Supplier rating concerns the delivery control of the supplied items. In this phase the quality 
department control the delivered good to see if they are in accordance with the agreed 
upon terms. The purchaser records the observations the quality department make when 
controlling the incoming goods. The statistics will later serve as support information when 
the supplier is evaluated. (Saab Avitronics, 2006) 

Procurements in deliveries and claims are the final phase in the purchasing process and it relates 
to reporting discrepancies of the supplied material as well as to follow-up on corrective 
measures. It is crucial to report and register inconsistent supply in order to take advantage 
of the guarantee period. Furthermore, this phase emphasizes the importance to meet the 
goals and measures set by the purchasing department in order to prevent reoccurrences. 
(Saab Avitronics, 2006) The Head of Purchasing agrees with this and states that:  

“The evaluation phase is important and if the suppliers do not reach the criteria, corrective actions must be 
taken” 

When the purchases are made the costs estimated for a project should be compared to the 
actual costs (Saab Avitronics, 2006). The purchases are evaluated and compared with the 
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goals set during the year in order to follow-up the results (Project Purchaser, 
Kista/Järfälla). 

5.2.3.1 Basic Requirements 
Saab Avitronics has developed a number of basic requirements that the purchasing 
department must adhere to in the purchasing process. Firstly, Saab Avitronics is always 
responsible for the quality of the purchased product. Secondly, the purchasing department 
shall always control the supplier and the procured item as well as which impact the 
procured items have on the subsequent manufacturing. If special processes are required in 
order to produce an item, it is a requirement that the purchasing department gets the 
customer’s approval. Thirdly, if the customer requires access to the manufacturing facilities 
this shall be guaranteed. It is also a requirement that a representative from the purchasing 
department participates in planning- and project work regarding purchasing and 
manufacturing issues. Finally, Saab Avitronics shall at all times follow the laws and 
regulations set by the government where the purchasing department is located. (Saab 
Avitronics, 2006) 

5.2.4 Purchasing Process Improvements 
An essential area when discussing improvements in the purchasing process at Saab 
Avitronics is the cooperation and integration of the suppliers. The Project Purchaser in 
Kista/Järfälla emphasizes that more focus may be put on price- and conditions 
negotiations and agreements in order to improve the purchasing process. The quality and 
cost of the material delivered by the suppliers are emphasized and the delivery precision is 
also highly valued. Moreover, introducing new suppliers from low-cost countries is another 
aim in order to be more cost-efficient in the business unit. The aim is to introduce at least 
one supplier from a low-cost country per project. (Saab Avitronics, 2006) 

5.2.5 Suppliers 
Saab Avitronics’ aim is to have a close relationship with its suppliers. However, the 
business unit has a base of approximately 1200 suppliers, hence it is impossible to establish 
a good relationship with all of them. The suppliers are divided in two different classes, class 
one is the strategic suppliers whereas class two is simply called “the others.” There are 
approximately 300 suppliers that are categorized as strategic. In most purchases, Saab 
Avitronics is a small customer to the supplier and only in very few cases the business unit is 
a large customer. (Head of Purchasing) 

The fact that Saab Avitronics purchase very specialized and high-technology items the 
supplier-base is large because the suppliers are very focused in a specific area. Often, there 
are only one or two suppliers in the world producing the good, forcing the business unit to 
contract many different suppliers. Hence, when choosing a supplier for a new project it is 
common to renew the contracts with the existing one due to the complexity of the supplier 
markets. (Head of Purchasing; Project Purchaser, Jönköping) 

There are a number of guidelines and requirements set centrally concerning suppliers and 
their relationships for the business unit to follow. The purchasing departments are to be 
active and try to integrate suppliers, the Head of Purchasing stresses: 

“We should treat our suppliers as our own workshop” 
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In order to achieve a close relationship, it is important to have a satisfying interface 
between the project purchaser and the suppliers involved. Furthermore, cooperation 
agreements are made with major suppliers. Another requirement is that the suppliers are 
involved in the product development process. There is also a condition on the information 
flow, which conveys that sufficient information should be provided to the suppliers about 
the projects and Saab Avitronics’ business activities. Additionally, the incoming delivery 
shall be measured and evaluated in respect to quality and precision. Further, the major 
purchases shall be handled as offset, meaning that they shall be treated as a counterbalance 
for the future business activities. (Head of Purchasing) 

Cooperation agreements made up with suppliers shall ensure long-term cooperation and 
supply. Manufacturing processes and quality routines are also included in the agreements as 
well as feedback when errors have been made in order to foster corrective actions. 
Documentation and protocols are also treated in the cooperation agreements and tools for 
ordering and communication shall be agreed upon. In the cooperation agreements there are 
several aspects that demand a standardized practice such as packaging, marking, control as 
well as the terms and the conditions regarding deliveries. (Head of Purchasing) 

5.2.6 Purchasing Strategy 
The purchasing strategy is to focus on having good relationships with its suppliers and 
cooperation agreements are often signed with important suppliers. The delivered items are 
thoroughly inspected and evaluated in terms of the purchased parts. Feedback as well as 
corrective actions are suggested when errors have been discovered. The suppliers that are 
utmost important are identified and are placed under observation. Saab Avitronics also 
aims at evaluating alternative suppliers. The areas that are evaluated are, amongst others, 
stability and cooperation possibilities. (Saab Avitronics, 2006) 

Saab Avitronics has a centralized purchasing strategy in order to be more cost-efficient. 
The strategy at Saab Avitronics is based on a combination of both rules and guidelines. The 
business unit has ten different purchasing goals to reach during 2006 which are measurable 
with a monthly follow-up (see appendix 3). The Project Purchaser in Kista/Järfälla clarified 
the importance of having measurable goals by saying: 

“Measurable goals and monthly follow-ups are used in order to keep the involved parties informed and to be 
able to acknowledge the most important areas” 
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6 Analysis 
 

This chapter aims to combine the empirical findings with the theories presented in the theoretical framework 
to analyze the collected empirical material.  

6.1 Purchasing 
Lysons & Farrington (2006) presented six different views of purchasing. We believe that 
Saab Avitronics applies not just one of the six, but rather a combination of them. Long-
term thinking and contracting are present in the business unit and important relationships 
with strategic suppliers are also emphasized. We stress that long-term perspective is 
essential to Saab Avitronics due to the dependent relationship with its suppliers, but also 
because of the complex industry and the nature of its products. Another way of seeing 
purchasing is according to Lysons & Farrington (2006) like a process or a chain. Saab 
Avitronics implements and follows a purchasing process containing seven different steps. 
Thereby, purchasing is viewed from an internal aspect illustrated by the purchasing process. 
It is also seen from an external point of view because Saab Avitronics integrates its 
suppliers which are seen as an extension of the business unit. We believe that it is good that 
Saab Avitronics views purchasing differently and acknowledge that purchasing has 
numerous facets. 

6.2 Purchasing Objectives 
Six purchasing objectives were discussed by Monczka et al. (2002) in order to describe the 
important role of purchasing and emphasizing that purchasing is more than just obtaining 
goods and services to satisfy internal needs. Integration is the main objective at Saab 
Avitronics which can be achieved in an optimal way by the right price, time and quality. 
This is one of the objectives emphasized by Monczka et al. (2002) which stress the 
importance of buying products and services at the right price, from an appropriate source 
at the required specification and in the right quantity. Another way of integrating its 
suppliers is by providing the business unit with competences or technology it does not 
possess and which it can benefit from. This is in line with the thoughts by Monczka et al. 
(2002) that emphasize the importance of having a relationship with its suppliers. 

Further, Monczka et al. (2002) stress that the purchasing process should be managed both 
efficiently and effectively as well as the purchasing management should work towards 
improving its use of resources. This is applied at Saab Avitronics which constantly tries to 
improve the purchasing process. Monczka et al. (2002) also discuss the importance of 
strong relationships across the organization. This is implemented at Saab Avitronics 
through its way of working in projects. 

In accordance with the objective of strategic supply management described by Monczka et 
al. (2002) Saab Avitronics aims at managing and reducing its supply-base, in order to 
achieve performance advantages such as cost reductions. Supporting organizational goals 
and objectives are another purchasing objective presented by Monczka et al. (2002) which 
highlight the importance of having organizational and purchasing goals aligned. Vision and 
goals are set by the business unit as a whole, thus aligning the goals and visions. 
Furthermore, purchasing is seen as an asset and not like a support function. According to 
Monczka et al. (2002) it is important to acknowledge the purchasing function as a strategic 
asset. 
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We think that the integrating of the suppliers is one very important objective at Saab 
Avitronics, but we stress that interaction between the functional departments within the 
business unit should also be considered in order to implement project purchasing 
satisfactory. Furthermore, we believe that it is beneficial for the business unit to have 
numerous purchasing objectives and not just consider purchasing as a function to obtain 
goods for internal needs. We think that purchasing can be used as a strategic asset when 
multiple objectives are assigned. 

6.3 Purchasing Organization 
The purchasing department’s motto is: “Centralized with a decentralized way of working” which 
can be seen as a utopian view of the purchasing organization. Moreover, one cannot reap 
the advantages connected to the two structures to a full extent, thus they are two extremes 
on the continuum. Saab Avitronics’ purchasing activities are connected to different projects 
that are overseen by a central purchasing department, thus it implements a hybrid 
purchasing organization like Gadde & Håkansson (1993) discussed. The flexibility gained 
by decentralized purchasing is beneficial because it can respond better to local demands 
and varieties in production volume. However, the flexibility incurs costs and economies of 
scale are forgone. In the case of Saab Avitronics the opportunity of economies of scale 
might not have been achieved anyhow, because it usually purchases low quantities. 

There are some hierarchical stages when decisions are taken. Every purchaser has authority 
to a certain amount of money and when the purchases exceed that amount the decision 
must be authorized by an employee with a higher rank. We believe that the authorization 
process might undermine the purchaser leading to frustration and a feeling of inadequacy. 
In our opinion, the responsible purchaser should be authorized to take the decisions 
necessary in order to avoid duplication of effort as well as signal to the employees that they 
believe in their capabilities and judgments. Another problem which can arise with project 
purchasing is that the purchaser becomes a generalist due to the wide span of products 
needed rather than an expert. The business unit has structured its purchasing department, 
so that the purchasers are responsible for different product areas in order for the 
purchasers to possess expert knowledge within its product area. Therefore, we believe that 
the purchasers of Saab Avitronics are not a subject of being a generalist, but rather experts 
within a certain area. 

The fact that purchasing is represented in the management group yields in our opinion, 
respect and strength. Furthermore, it also shows that Saab Avitronics values and emphasize 
the importance of purchasing. 

6.4 Purchasing Process 
Saab Avitronics purchasing process is similar to the one presented by van Weele (2002). 
van Weele’s (2002) purchasing process consists of six steps whereas Saab Avitronics 
follows seven different stages. However, the purchasing process developed by van Weele 
(2002) generalizes the whole process and there is no emphasis placed on a specific step, i.e. 
all the stages are equivalent. Saab Avitronics, on the other hand, has formed its own 
purchasing process for strategic items consisting of seven steps. In Figure 6-1 a comparison 
between the two purchasing processes is presented. 
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Figure 6-1 Comparison of Purchasing Processes (own construction) 

Determining specification is the first step in van Weele’s (2002) purchasing process where 
specification of services and goods are conducted. The step is similar to the first two steps 
at Saab Avitronics. We believe that the reason for having two stages regarding specification 
of services and goods are due to the emphasis placed in the preparation phases. The 
beginning of the purchasing process is of importance to the business unit due to the high-
technology required and the complexity of the products purchased. When the two first 
steps, planning for procurement and procurement preparation, are satisfactory the next step is to 
send out a request to suppliers followed by the supplier evaluation. van Weele (2002) has 
combined these stages in the selecting supplier step. We believe that it is very important with 
good preparations in order to be successful later in the process and to avoid mistakes if an 
appropriate supplier is chosen. 

The next step in Saab Avitronics’ purchasing process, procurement orders, relates to contracting 
and ordering in van Weele’s (2002) purchasing process.  We believe that van Weele’s (2002) 
steps are so interrelated that it is unnecessary to have two different steps. Saab Avitronics 
has an extensive preparation phase, thus the contracting step is incorporated in the preceding 
stages. 

The following step in the purchasing process of Saab Avitronics is the supplier rating which 
is in line with expediting and evaluation in the purchasing process of van Weele (2002). The 
quality department at Saab Avitronics evaluates the supplied goods in order to see if they 
fulfill the requirements and if not, corrective actions are applied. We stress that these 
evaluations are important in order to know which suppliers to use again in the future. The 
business unit conducts many controls in the purchasing process, this might slow down the 
process, but due to the complex industry and the high-technology prevalent we believe that 
it necessary for them to have many different controls. The quality controls might be 
prioritized higher than the delivery controls. On the other hand, Saab Avitronics is also 
dependent on this in order to deliver in time to its customers. Therefore, we think the 
controls add value to the business unit. 

The final step in van Weele’s (2002) purchasing process is the follow-up and evaluation which 
is the equivalent to procurement in deliveries and claims at Saab Avitronics purchasing process. 
The stages examine if the goals and measures are fulfilled. It is our opinion that 
examination of the procured items are made in order to keep the customer satisfied, thus 
having high customer retention. 
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6.4.1 Purchasing Process Improvements 
The improvements suggested by van Weele (2002) are for example reduction of quality 
costs, standardized products and creation of purchasing synergies. Standardized products 
are, in our opinion, not an option for Saab Avitronics whereas the other improvements are 
acknowledged in Saab Avitronics and we also stress the importance of them. The business 
unit aims to enhance integration and cooperation between the functional departments in 
order to create purchasing synergies. Due to the complexity of the products purchased, 
Saab Avitronics values education to increase competences and knowledge regarding the 
high-technology products. Saab Avitronics aims to introduce suppliers from low-cost 
countries in order to reduce the business unit’s costs. 

6.5 Purchasing Strategies 

6.5.1 The Different Roles of Purchasing 
Saab Avitronics integrates two of the purchasing roles presented by Axelsson & Håkansson 
(1984), the development role and the rationalization role. The structural role is not 
considered, thus the bargaining power of the company is relatively small which implies that 
Saab Avitronics does not affect the supplier market to a large extent. The development role 
focuses on interaction in order to develop and reap advantages of external sources. Saab 
Avitronics has problem to interact closely with its suppliers due to the high number of 
contracted suppliers. Yet, the aim is to treat the suppliers as an own workshop. However, 
in order to reach that aim Saab Avitronics must reduce its supply-base considerably. 
Currently, there are 1200 suppliers connected to its operation, many related to the 
operational purchase but also a high number, 300, are connected to the strategic purchases. 
The high number of suppliers that Saab Avitronics has makes it impossible to satisfy the 
aim of considering the suppliers as its own workshop. The rationalization role concerns the 
reduction of the supply-base that Saab Avitronics intends to do. 
 
One can categorize Saab Avitronics’ alternative strategy as both 3 and 4. Alternative 
situation 3 is categorized by few potential suppliers and a standardized level of the 
relationship with its suppliers. The alternative situation 4 is distinguished by a unique 
relationship and few potential suppliers. The main problems related to Saab Avitronics’ 
alternative situations, in our opinion, are the few potential and niche suppliers which 
constrain the business unit in the choice of a suitable supplier. 

6.5.2 Kraljic’s Framework for Determining Supply Strategies 

6.5.2.1 Supply Strategy 
According to Kraljic (1983) a company’s need of a supply strategy is dependent on two 
variables; importance of purchasing and complexity of the supply market. Saab Avitronics 
experiences a high-complexity of the supply market as well as the purchasing is very 
important which is characterized by supply management (see Figure 4-8). The purchasing 
focus lies on strategic items and having a long-term perspective which is in accordance with 
the theory of supply management. Kraljic (1983) consider that established global suppliers 
are preferable in this situation whereas our opinion is to focus on smaller-sized suppliers. 
The reason for our suggestion is that it would be impossible for Saab Avitronics to exploit 
the purchasing power to the fullest if having established global suppliers since the business 
unit has very low bargaining power due to its low-volume purchases and specialized 
products. 
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6.5.2.2 Classification 
Saab Avitronics has many strategic products according to the classification by Kraljic 
(1983) (see Figure 6-2). Strategic products are defined as items with high profit impact and 
also by high supply risk. The products of Saab Avitronics are manufactured on demand or 
by specification and the production are very much dependent on them. Further, many of 
the products have a specific requirement which makes them very hard to change. The 
result will also be affected if there are delays in the production and delivery of goods, which 
strengthen the fact that the products are of a strategic character. The products are very 
important and unique which puts Saab Avitronics in a dependent situation with its 
suppliers. Therefore, it is important that the relationship and trust is emphasized due to this 
dependency. 

 

 
Figure 6-2 Classification Matrix (Kraljic, 1983 p. 112) 

6.5.2.3 Strategic Positioning 
Saab Avitronics purchases low-quantities of high-technology products which imply low 
company strength while the suppliers possess high market strength (see Figure 6-3). This 
puts Saab Avitronics in a less powerful situation when negotiating with suppliers compared 
to high-volume purchasing firms. Furthermore, Saab Avitronics engage niche suppliers 
which are often used by many others in the same industry which limits the bargaining 
power additionally. In our opinion Saab Avitronics should diversify its supply-base in order 
to enhance its bargaining power which leads to a better position when negotiating prices 
and conditions i.e. making better purchases. 
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Figure 6-3 Purchasing Portfolio Matrix (Kraljic, 1983 p. 114) 

6.5.3 Strenghten the Organization 
Saab Avitronics applies a mixture of centralized and decentralized organization, called a 
hybrid organization, throughout the business unit including the purchasing departments. 
Implementing an organizational structure consistently strenghten the organization through 
integration among its purchasing and other functional departments. Knowledge and skill 
enhancing are emphasized by Kraljic (1983) and are also valued at Saab Avitronics which 
will lead to a stronger and more updated organization. We agree with these argumnets and 
find it very important and necessary for the business unit to constantly educate its 
purchasers in order to achieve optimal results and performance. 

6.6 General Sourcing Strategies 

6.6.1 Supply-Base Optimization 
Monczka et al. (1998) recommends different strategies in order to improve purchasing. The 
first strategy, supply-base optimization, proposes to form a supply-base consistent of the 
best-in-class suppliers. Saab Avitronics is thorough when selecting suppliers and aims at 
choosing the optimal one. The business unit puts a lot of effort in the preparation phase 
and the choice of supplier is emphasized. A classification scheme is employed and supplier 
evaluations are made continuously. However, we believe that Saab Avitronics’ current 
situation is inadequate. It relies on suppliers but yet impose a relatively small bargaining 
power. The dependency situation puts Saab Avitronics in a vulnerable position and can 
lead to unfair prices. This supports the notion that the current situation is inadequate. We 
suggest that more emphasis should be placed on finding new and smaller-sized suppliers 
which can improve the possibilities to accomplish better terms and prices due to the 
increased bargaining power that Saab Avitronics would achieve. Moreover, long-term 
agreements are often necessary which guarantees cooperation over a longer time-period, 
thus suppliers are not volatile for loosing orders. However, the high standards and various 
certifications required to manufacture goods for aviation are an impediment, thus smaller-
sized firms might not be able to fulfill the requirements. Another aspect that would 
improve the supply-base is, in our opinion, to be more transparent concerning the options 
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the business unit has. It would be a competitive element which might both increase the 
quality and reduce the price because the suppliers will realize that they risk loosing the 
whole order if not setting fair conditions and prices. 

6.6.2 Total Quality Management 
Supplier quality performance occurs when current and future expectation and requirement 
are met or exceeded. Monczka et al. (1998) stress the importance to specify details and 
functions of the items to be purchased in order to ensure supplier quality. Saab Avitronics 
is very thorough with specification due to the nature of product purchased. A zero defect 
policy is also of importance which it aspire to achieve. In order to attain supplier quality 
performance both the buying company and the supplier should be committed. The fact 
that the business unit has many strategic suppliers makes it hard to establish a strong 
commitment to everyone. Saab Avitronics aspire to integrate the suppliers in order to 
achieve total quality management. However, in the current situation it is almost impossible 
due to the large supply-base. Our suggestion is again to try to optimize the supply-base and 
look for smaller-sized companies in order to impose more bargaining power which 
facilitates two-way commitment and thus enhancing total quality management. 

6.6.3 Worldwide Sourcing 
Another strategy presented by Monczka et al. (1998) is the worldwide sourcing. Saab 
Avitronics’ aim is to introduce one to two low-cost suppliers from other countries which 
can be viewed as a worldwide sourcing strategy, thus the entire world is seen as a potential 
market place. We believe that the aim of introducing one to two suppliers in low-cost 
countries for each new project is a good initiative. Hence, employing the worldwide 
sourcing to a larger extent which objective is to decrease costs and improve quality. 
Applying the worldwide sourcing strategy is a means to diversify the supply-base which is 
preferable in Saab Avitronics case according to Kraljic (1983) when having a low 
bargaining power. We suggest that Saab Avitronics continues to focus on finding new 
suppliers with no geographical limitation and not only focus on the traditional low-cost 
countries, but expanding their vision to include countries worldwide. 

6.6.4 Establish Higher Supplier Performance Expectations 
Monczka et al. (1998) discuss a strategy that involves setting higher demands and 
expectations on the supplier’s performance such as cost reductions. Saab Avitronics has 
high-quality demands on its strategic suppliers due to the high-technology products it 
develops. However, we believe that higher supplier performance expectations may frustrate 
suppliers because Saab Avitronics purchases low-volume and cannot increase the volume 
in order to justify the higher expectations. Furthermore, it is our opinion that with the low 
bargaining power the business unit entails, it is already hard to accomplish fair terms and 
prices which make it nearly impossible to establish higher supplier performance 
expectations. 

6.6.5 Longer-Term Supplier Relationships 
Another strategy for improving supplier performance and quality are longer-term supplier 
relationship established with the most important suppliers which reassures supply of critical 
products. Saab Avitronics usually signs long-term contract with its suppliers which we find 
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appropriate. Today, Saab Avitronics has 1200 suppliers while 300 are of strategic character 
which in our opinion is too many in order to establish a longer-term relationship with all of 
them. However, Monczka et al. (1998) suggested a structure that facilitates and support 
development of relationships. One such structure is employing a supplier council 
composed by key suppliers and the executive of the buying company. Saab Avitronics 
applies project purchasing which might contribute to an impression of a lower type of 
commitment because the executives and managers are not engaged in all purchasers. The 
suppliers may get the impression of not being important and thus loses the trust in the 
business unit. Supplier council is a strategy we believe can foster supplier relationships and 
facilitates integration of the suppliers which is a current aim Saab Avitronics wants to 
achieve. 

6.6.6 Cross-Functional Teams 
At Saab Avitronics the purchasers work in projects with employees from different 
departments. Monczka et al. (1998) stress that cross-functional teams share and combine 
different capabilities and this strategy can reduce time consumed in solving and completing 
diverse tasks as well as to generate synergies such as enhanced communication and spur 
innovation. Cost reduction and improved quality are other benefits related to this strategy, 
but the downside is unmotivated employees and group thinking. Our opinion is that the 
extensive work in cross-functional department is beneficial for the business unit, thus the 
many capabilities combined lead to good decisions and thereby good purchases. The risk 
for group thinking and unmotivated employees are not significant, hence the empirical 
findings show satisfaction concerning the purchasing structure. 

6.6.7 Early Supplier Design Involvement 
The suppliers are integrated and a part of the product development at Saab Avitronics and 
Monczka et al. (1998) claim that early supplier design involvement can minimize non-value-
added costs related to the product design and process. We acknowledge the fact that 
supplier design involvement is a necessity due to the complex product in Saab Avitronics 
case. In our opinion, it is important for Saab Avitronics to integrate the supplier in an early 
stage of the development process. Especially, if the suppliers possess’ competences which 
the business unit lacks, in order to maximize the benefits from the resources invested. 
However, supplier design involvement might be improved if reducing the supplier-base, 
thus the relationships may be ameliorated leading to better communication and 
collaboration. This will in turn decrease the non-value-added costs. 

6.6.8 Supplier Development 
Saab Avitronics does not at the present state implement the supplier development strategy 
that Monczka et al. (1998) presented. However, we believe that this strategy could be an 
option for Saab Avitronics to implement. The business unit is in search for new suppliers 
as well as the demand and the nature of the product it purchases limits the options. 
Supplier development may be an option since it fosters longer-term relationships and also 
enhances the power of the buying unit which may lead to better conditions and lower 
prices. If Saab Avitronics finds a supplier with the basic capabilities to produce the 
products, even though some capabilities are missing it might be a possibility to assist in 
developing the supplier's technology in order for the supplier to produce the product. It 
would be a win-win situation for the supplier as well as for Saab Avitronics. The supplier 
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would increase its capabilities and the business unit could for the investment demand a 
lower price for the purchased products. 

6.6.9 Total Cost of Ownership 
Total cost of ownership is according to Monczka et al. (1998) when all expenditures related 
to the purchase, usage of equipment, materials and service are considered. Saab Avitronics 
utilizes this strategy which we find appropriate, thus it reflect all costs incurred. If not 
consider total cost of ownership it might lead to a skewed picture which in turn may lead to 
making the wrong decisions. 
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7 Conclusions 
 

In the following chapter the conclusions of the thesis will be presented. The conclusions contain our main 
recommendations to Saab Avitronics. 
 

After analyzing and evaluating Saab Avitronics purchasing organization and strategies we 
are able to give our main recommendations in order to improve the purchasing function 
and increase the purchasing power. 

To begin with, we find it appropriate to rationalize and diversify the supply-base. Currently, 
Saab Avitronics engage large suppliers that have a stronger bargaining power than the 
business unit. Additionally, the supply-base is constituted by numerous suppliers. In order 
to establish good relationships and achieve mutual dependency the supply-base should be 
rationalized. We suggest that more emphasis should be placed on finding new and smaller-
sized suppliers due to the possibility to achieve the aim of integrating the suppliers in order 
to reap external advantages and gain knowledge that the business unit lacks. In addition, 
the bargaining power of the business unit would increase, thus the smaller-sized suppliers 
would be dependent on Saab Avitronics to a larger extent. The search for new suppliers 
should, in our opinion, not be limited to locations and we recommend that Saab Avitronics 
expand its vision to include countries worldwide and not only focusing on traditional low-
cost countries. 

Furthermore, a suggestion concerning the organizational structure is to remove the 
monetary range each supplier can authorize purchases of. We believe that this 
authorization process undermines the role of the purchaser and conveys a lack of 
confidence for the purchaser. 
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8 Final Discussion 
 

The aim with this chapter is to reflect over the process of writing the thesis. We will discuss if the purpose of 
the thesis has been fulfilled, present our thoughts and views concerning the work with the thesis as well as 
give proposals for future studies.  

8.1 Reflections on the Thesis 
The purpose of the thesis is to present recommendations after analyzing and evaluating the 
purchasing organization and strategies regarding strategic purchases within Saab Avitronics, 
Sweden. The choice to use a qualitative method approach gave us the possibility to keep an 
open-dialogue with the interview respondents and we believe we received the information 
we set out for in a satisfying way. We are of the opinion that Saab Avitronics was suitable 
for a case study since its purchases are of small quantity and there are very few suppliers 
operating within the market of Saab Avitronics. We believe the purpose of the thesis has 
been fulfilled through the analysis of the empirical findings and the conclusions we have 
been able to draw from the analysis. 

In accordance with Collis & Hussey (2003) we choose to use a qualitative method approach 
for the thesis. This made us collect large amounts of information which made the process 
of compiling the relevant information needed for the thesis difficult and time consuming. 
Therefore, we have arranged the empirical chapter and the chapter of the analysis in 
different turns in order for the chapters to not consist of more material than necessary. The 
qualitative method lacks guidelines and structure which can makes it hard for the 
researcher to compile the information. (Collis & Hussey, 2003) Therefore, we choose to 
arrange the empirical findings after the main interview areas and the analysis after the 
theoretical framework in order to structure the thesis in a satisfying way. 

It became clear to us during the working processes that little research had been done within 
the field of purchasing. However, this did not make the theoretical framework difficult to 
compile, but it became more general than we first had anticipated it to be. 

In the process of collecting the empirical material we felt a need to strengthen our findings 
with secondary material in form of brochures and documents provided to us by Saab 
Avitronics. The empirical study is based on interviews and written documents. By 
comparing data from two sources and we believe this helped us make it possible to get a 
more justified picture of Saab Avitronics purchasing department. Our aim has been to 
compile the empirical chapter as detailed as possible in order for the reader to be able 
understand and form their own opinion about the purchasing department. 

During the empirical study we have been given the opportunity to get a tour of Saab 
Avitronics and to meet many interesting people. This part of the working process we have 
found to be very interesting and rewarding. We believe Saab Avitronics has been positive 
toward the study since they found our interpretation of the purchasing department to be 
accurate. 

It is important that the result of a study is presented in an accurate way that easily can be 
controlled (Holme & Solvang, 1997). Therefore, the conclusions we have been able to draw 
are structured in order to fulfill the purpose of the thesis. We believe this makes it easier 
for the reader to control that the purpose has been answered.  
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8.2 Proposal for Future Research 
The thesis is a result of our interest to study purchasing. The field of purchasing is 
relatively new and we believe it is important for managers and top management in 
organizations to be aware of the advantages that can be gained by emphasizing the 
activities of the purchasing organization. We believe our thesis will be of most importance 
to Saab Avitronics, but we also hope it will be of relevance for other companies wanting to 
learn more about purchasing. 

The theories within the field of purchasing were developed several years ago and they are 
very general in their nature. Therefore, we would like to propose that future research would 
focus on developing specific theories regarding purchasing within different industries. 
Another interesting area could be to investigate if purchasing is handled differently 
depending on the size of the company. 

8.3 Closing Words 
Finally, we would like to express our appreciation and gratitude to the people who has 
helped us in the writing process of the thesis. We would especially like to thank the people 
who participated in the interviews and Saab Avitronics for letting us use its purchasing 
department for a case study. Without this help it would have been impossible for us to 
gather the empirical material. Hopefully, we have presented the purchasing department in 
an accurate way. We would also like to thank our tutors Jens Hultman and Anna Jenkins as 
well as our opponents for the advice and recommendations they have given us throughout 
the working process. Thank You! 
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Appendix 1 Interview Guide in English 

Background 

 Date and place of the interview: 

 Name: 

 Position: 

 Work tasks: 

The Purchasing Organization 

 Does the business unit find the purchasing organization suitable? 

 Is the purchasing organization efficient? Administration problems? Extensive 
paper-work? 

The Purchasing Process 

 Describe the purchasing process? 

 Which are the advantages and disadvantages with the existing purchasing process? 

 Do you think the purchasing process needs any changes in order to become more 
efficient? 

 Which measurements are made to evaluate the purchasing process? 

The Purchasing Strategy 

 What is the main objective/goal? What is the function of purchasing? 

 Which is the current purchasing strategy? 

 Is the purchasing strategy centralized or decentralized? 

 Does the purchasing strategy follow rules or guidelines? 

The Suppliers 

 Are there enough suppliers on the market? 

 Which criteria is used when choosing of suppliers (geographically, quality, price, 
knowledge etc)? 

 How is the relationship the supplier maintained? Long-or short term relations? 

The Products 

 Please classify your products as leverage, strategic, non-critical or bottleneck items  
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Appendix 2 Interview Guide in Swedish 

Bakgrund 

 Datum och plats för intervjun: 

 Namn: 

 Befattning:  

 Arbetsuppgifter:  

Inköpsorganisation 

 Tycker affärsenheten att inköpsorganisationen är lämpligt utformad? 

 Är inköpsorganisationen effektiv? Administrations problem? Mycket 

pappersarbete? 

Inköpsprocessen 

 Beskriv inköpsprocessen?  

 Vilka fördelar och nackdelar tycker du finns med den nuvarande inköpsprocessen? 

 Anser du att det krävs några förändringar för att effektivisera inköpsprocessen? 

 Vilka mått används för att utvärdera inköpsprocessen? 

Inköpsstrategi  

 Vad är målet med inköp? Vilken funktion fyller den? 

 Vad är den nuvarande inköpsstrategin? 

 Är inköpsstrategin centraliserad eller decentraliserad? 

 Bygger inköpsstrategin på regler eller riktlinjer? 

Leverantörer 

 Finns det tillräckligt många leverantörer att välja mellan på den här marknaden?  

 Vilka kriterier används vid valet av leverantör (geografiska, kvalité, pris, kunskap)? 

 Hur bygger man upp en varaktig relation med en leverantör? Långsiktiga eller 

kortsiktiga relationer?  

Produkter 

 Vänligen klassificera era produkter som hävstångs, strategiska, icke-kritiska eller 
flaskhals produkter  
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Appendix 3 Saab Avitronics’ Purchasing Goals 2006 

1. Organization 
A purchasing organization meeting the new structure of Saab Avitronics shall be 
established. 

2. Calculation/Cost-Reduction 
Total cost of material for the projects will be defined in order to secure measurable cost 
reduction compared with our calculated cost for the respective project. 

3. Low-cost Alternative 
Establish minimum of 1-2 suppliers in low-cost countries if found to be cost effective 

4. Incoming Delivery Precision 
The purchasing departments will monitor order acknowledgement is received and that 
delivery date is kept. Incoming delivery precision shall be better than 96 percent and be 
measured every month from each procurement department. 

5. Quality Inspection of all Delivered Material 
Delivered material shall not exceed 5 percent in rejection/deviation rate measured as 
incoming batches divided with number of rejection notes and be measure every month 
for each procurement department. 

6. Re-coupling of Quality Rejection Cost 
The vendor with the most significant quality rejection cost year 2006 shall be defined 
together with the project managers. The quality rejection cost shall be negotiated with 
the suppliers and the goal should be regain minimum of 20 percent of Saab Avitronics 
rejection cost for each defined supplier. 

7. Instructing Personnel on Procurement Procedures 
All purchasing departments shall perform education of our purchasing instructions 1-2 
times during the year. 

8. Purchasing and Contractual Obligations 
The importance of having proper contractual requirement in purchase orders and 
contractual documents shall be a focus area 2006 and every purchaser shall have 
education with this area minimum 1-2 times during the year. 

9. Purchasing Preparation 
In order to increase number of purchasing preparation all performed purchasing 
preparation protocol shall be monitored on all purchasing departments. Every quarter 
an evaluation shall be made. 
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10. Availability of Material  
Purchasing department shall for the high impact projects during 2006 have material 
available to different delivery systems. 
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