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Abstract: Organizations all lie on a spectrum, at one endhoth are firms with complete centralization of ghasing,

and at the other end are firms with complete deakpation. Most firms lie somewhere between the extremes, and
we have already mentioned the most common modelhdis certain decisions centralized (perhaps giyadesign,

selection of suppliers, purchasing of major cagtplipment, training, co-ordination, communicatjcets.) and bulk of
purchasing devolved to local buyers. There are mvamiations on the type of activities that are @ithentralized or
decentralized. In the last 12 years purchasinghbtised two radical changes in the majority of lities. First change
was the reverse of supplier — customer relatiorssivipere the role of purchasers changed from persyadd begging
the suppliers to ever deliver, preferably with miom delay (for fixed prices), to standard purchadeities where the
purchaser can choose from many suppliers and mgqirices with vendors to achieve the best canditifor his

buyer. The second change was the establishingraidern IT system that made purchasing activitieseneffective,

more automatic and transparent to a consideratiente It is good to realize whether all changesehked to

improvement or whether these changes have caustmbar a slowdown of the project purchasing —theit is

possible or even necessary to take into accouiabks well as local suppliers or to combine th€his Case Study
demonstrates how a project - managed organizatod dook like, where it is necessary to take immcount

customer’s wishes and benefit.

1 Introduction And that is why it is more than necessary for the

The best pattern is different for every firm, and icustomers and their requirements to remain at the
varies over time. In the 1970s centralized purcitpsias forefront and for the purchasing strategy to owljofv.
popular, with a large staff at corporate level hagvi
complete control and doing virtually all the proeorent 2.1 ~ Transparent purchasing
activities. Unfortunately, this model often deveddpinto For many years purchasing and its main task has
bloated central organization structures, which madeeen talked about especially as the power of teresgy,
decision-making slow and unresponsive. So firmsedov decreasing corruption and reducing costs. The nhore
towards faster, more agile decentralized purchaisiige think about this idea, the more convinced | am thase
1980s. Better communications and IT encouragedsfion are just words, not actions, and | am convinced ¢ha
decentralize all the activities that could be desith Vision and clear goals have to go hand in hand tith
better by local staff, and centralize only the ctasks. management of purchasing, along with managers o a
[5]. able to predict the direction of the economy ardusgiry

The target of the study is to illustrate, proposel a and not just blindly fulfill the companies’ strateg but be
scientifically clarify the trend and developmentpobject-  fully involved in them or even change them.
based purchasingrganization - where the main task is to
give the customer the required goods - in optinests; 2.1.1  Transparency

the required delivery date and highest quality. Knowledge is savings. So if purchasing is done
transparently, it opens the company doors to cenzlide

2 Purchasing and its competencies, savings. Transparency combined with the active
transparency management of suppliers is the foundation for ssfoé

Due to global competition and the related intenssetrateglc purchasing.

pressure on reducing costs and improvin
competitiveness, purchasing competencies are otteeof
key skill sets in every company. In everyday pi@Egti
however, mistakes or ignorance occur frequentlgtiog
companies lots of money. It is always necessathitik
about how it is possible and necessary to prevéstakes
so that purchasing organizations work effectively.

Purchasing experts agree that in today's world a
%ystem of managing the supply chains is necessaty a
gaining in importance. Globalization keeps getting
stronger, the competition keeps getting louder anly
dynamic markets can now do much more than ever
before. It is necessary to evaluate the supplied a
actively review and optimize them; this is the tigistem

for managing the supply chain. Managing the supply
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chains helps strategic purchasing to optimize psEs The following can be provided as examples: the
which improves the performance of purchasing anSupplyOrf collaboration system, information from
thereby increases the company’s value. So thedatgrs suppliers and loan reports on a publicly accesgibttal.

for success in strategic purchasing are therefdieout a The next step towards transparency is an annual
doubt the so much discussed transparency, alofgthét analysis: documentation of the purchasing volumalin
systematic management of suppliers. purchasing fields, whether direct or indirect. Thss
followed by regular reporting of the attained sa@ror
2.1.2 Sowhat is transparency increased prices, the justification of them andstaedard
| am not afraid to estimate (without any researchpputting of these data into the central database.
that this word is used every day in all media a ain Transparency has no impact if suppliers are not

day-to-day communication, not only in companies biddministered in the same database at the same Thie.
also in conversations between colleagues and partne Means that qualifying suppliers, evaluating supgplitneir
Verifiable sources define transparency as théeliability and performance or strategic significanas
requirement of transparent and publicly accessibiell as the support with the management of supplier
conduct. That what covers nothing from view igluality must be managed in a single software system
transparent. Institutions as well as proceduresiexbpy an integrated process that starts with strategppler
modern companies keep getting more and mofganagement and provides support for the qualiboati
complicated, which allows them to hide various ypé €valuation and development of suppliers. And lastriot
dishonesty and abuse. Of course the people comgittileast, it is always necessary to have feedbacloutrals
them are interested in concealing their actionsiash as in place.
possible. This applies to both the procedures used Only when these components fit together in the
accountants, as well as to the procedures usedilicp System is the maximum benefit for purchasing asd it
institutions and authorities, where it is necesstyy transparency created (Figure 1).
strictly separate public interest from the privatterests
of the people who are supposed to enforce it. The

omnipresent phenomenon of corruption is based en th qualification

possibility of the abuse of entrusted means bypéaple of suppliers

handling them. checking of contract
Although various types of controls are used totfigh corrective

. R . . e management
corruption in private and public institutions, thalwvays 7

raise the question of who will control the inspestdrhe
most effective form of control is thus control hbyet
public, which - however - requires the transparenty supplier
institutions and their procedures. The requiremeht ““"‘ﬁ’“e“t
transparency is thus the most effective meanseofigt 5
against corruption. In practice this usually medinat
procedures need to be as simple and understandable

development

possible to the general public and that clear derim qualification ) selection of

(accounts, meeting minutes, resolutions, etc), winieed of suppliers suppliers

to be publicly accessible, must exist for each<siegiand

handling of entrusted medns Figure 1 Transparency

2.1.3  How to implement transparency in 3 Centralization or decentralization
purchasing

In industry as well as in public services the main
sk of purchasing is to specify the job or teridex clear
nd meaningful way. This always has several fadtoas

The first goal should be creating transparencye Th
simplest way for organizations is having advance

software solutions for tenders and contracts. Wils 5.0 gjgnificant, especially in the current globabreomic
provide a company-wide view of all general agreesiencyisis “The share of purchasing and services, veneth

and contracts or contractual conditions that arevere | \jic or other jobs, requires a great deal of inement;
considered as the best conditions. By having its 0"\Eurchasing thus takes on a considerable degree of
supplier database, the given company also has  &n,nsinility, the requirements for the managemuint
transparent overview of all of its suppliers [1jnd\last oo and checks must be defined clearly, andahigys

.bUt not Ieas'g, | am taIklng about a bid system Watld 5iges the question of whether purchasing can bexgeal
impose and identify the given transparency. in only a centralized or decentralized way.

! Source: http://cs.wikipedia.org/wiki/Transparergno 2 SupplyOn: http://www.supplyon.com/start.html
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In my opinion, purely centralized or decentralizegurchases is at divisional, business or site leben an
forms of organization are no longer able to dedhwvhe organization has decentralized purchasing authfijty
changing and strongly fluctuating needs of custemer The benefits of centralized purchasing are
especially in project-based organizations, and a@nngenerally greater than those of decentralized @sinky.
provide a long-term competitive advantage. MyThe foremost of these advantages is increasedageer
experience has shown that four questions that anéth suppliers because purchase volumes are mugbrla
appropriate and decisive for tenders must be arslvais Large volumes allow suppliers to take advantagecafe
they can decide whether purchasing should be @denteconomies, which they can pass along to the bufiimg
more towards centralization or decentralization.

3.3 Risk management
a) Does purchasing play a key role in the selection  The systematic management of risks in public

of suppliers? procurement significantly contributes to a company

b) Is there friction in the purchasing organizatioroverall stability. The purchasing department musteh
between needs in various places? the necessary knowledge and know-how.

c) Are centrally prescribed standardized material  The list of risks faced by companies in public
groups necessary? procurement or tenders is long and the followirgg is

d) Is having a locally managed local organization ofiot complete: natural disasters, bankruptcies of ke
purchasing necessary or appropriate? suppliers, lack of raw materials, dangerous trarispo

These questions are often answered -- and usualbyutes, political unrest, drastic currency and epric
with a YES -- especially in the area of the compradive fluctuations, environmental pollution, etc. But ske
provision of services, and the answer has to db Wie unpleasant consequences can quickly raise theniokp
scope and complexity of the organization perfornting question: If we do our purchasing only close byatvre
tender. the threats? Loss of production, supply outagege pr

In the answer to the question of the need fdhcreases? Of course it is not possible to ideriifyisks
centrally established standardized needs of materia advance and avoid them. But who knows, mayle it
structures, especially the requirements of purdgasiand can be realistic, or there is a greater chimdienit
controlling as related to transparency play a verhe damage by taking early counter-measures orngaki

important role. economic arrangements.
"The economic crisis and volatility on the markets
3.1 Global Purchasing have impacted the world”, says Axel Schmidt, senior

Firms are looking further afield in their search fo partner at Roland Berger Strategy ConsultaritSo what
global suppliers. Manitowoc Company, a large maKer is the trend in risk management? The awarding and
cranes, is searching the world for goods — tyresnfr tendering of public contracts is used more and ntore
China, bearings from the USA, chassis parts frofarRb hedge against the fluctuations of currency exchaatgs
and so on. At Manitowoc, purchasing has been givesr supplier risks.” This is demonstrated by Rol&@w®iger
executive level status, with a senior executive wha in their “Purchasing Excellence” study in which 0&®0
lead and manage complex outsourcing and globplrchasing managers from all over the world were
sourcing decisions, who can establish global sepplisurveyed. The goal of the study, which was laundhed
relationships and who is knowledgeable about varioid999 for already the fourth time, is to identifyethkey
foreign cultures. trends in purchasing.

The company recognized that it had to establigh thi If shopping is a “pleasure” in the private sphere,
purchasing executive post to be in charge of pmuent then it is a highly risky and frustrating matter ftine
for its 41 facilities in 14 countries across thokeisions. business sphere, as purchasing positively or negati
Improving procedures with better performance, engur affects the interests of the company owners, custeras
dependable supply from worldwide sources, andell as employees. Where are the risks? Is thelattwe
redesigned organizational structures — all in stppd  will not get what we expected, both from the pectipe

globalization — are the main thrusts for the fufiie of quality as well as quantity. Sometimes evengtiee is
different from our original calculation. The worst
3.2 Placement of Purchasing Authority situation is when our customer points out our bad

Placement of purchasing authority refers to thpurchase when returning a product that we produsetl.
location of its decision-making, and particularlpet we, because of a bad contract with the supplieruaable
choice between centralized and decentralizd® transfer the liability for the defects to thepplier.
organizations. If a senior purchasing executive athen the full impact of the incurred damage goesiresg
corporate headquarters has authority over the iajufr  our bottom line [2].
an organization’s purchases, the organization has
centralized authority. If authority for the majgriof

3 http://www.rolandberger.com/media/press/
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In the current version, the study also took a labk negotiated for a longer period of time in advance.
the impact of the financial and economic crisis2D08 Innovations or replacing critical raw materials gw
and the focus for 2009. Whereas in the previoussy#ee material reserves can be a certain alternative.
focus was on process optimization, organizational But here it is more than necessary for the purolgasi
development and supply chain management, as trerge wdepartment to work together in the organizatiorhwite
identified as the key trends in purchasing back tmew other departments or divisions as equal partnass, f
it is “risk management in an unstable environmémét is example in new product development or project desig
at the forefront. The following question remainshéke Unfortunately, this is usually not true in practioet
should small and medium sized businesses acknowleday a long shot, as according to Roland Berger asd h
and specifically identify the risks associated wittstudy’: 77 percent of respondents stated that purchasing
purchasing so that they can be eliminated or miehi enjoys wide support at the executive level. “Eveoren

alarming is that in almost one half of the companie
3.4 Reducing risks purchasing is not at the same level as other aseah, as

If we would like to reduce the risks in purchasingsales, finance and marketing.” In 2003 it was tiaiodts of
then in my opinion the main building blocks thatadm companies in the given matter. “Especially in Gemna
and medium sized businesses and project oriente see the purchasing function gaining in imporehc
companies can use to avoid them are defined in the
following points: 4 A combination of global and local

1) Improving employee skills and defining a clear suppliers

structure in purchasing We will all surely agree that combining purchasing

2) A comprehensive strategy in the management @faniities means savings. But sometimes a misctiooep
purchasing risks is a key element _arises here that only organizations that are mahage

3) Managing purchasing, which is an ongoingenirally and have their central strategy and Usbag
continuous process, whether purchasing attaing@ntracts can be successful. Together with the bélp
the goals that were set , _ local purchasing organizations, it is possible ttaia far

4) Intense management of supplier quality _greater savings than just a globally or centralgnaged

5) Intense management of the supply chaiyganization can. Only a few purchasing organizatio
including a systematic analysis of suppliefaye the ability to consolidate and centralize pasing
liquidity and the expert knowledge of purchasing specialigtdal

6) Market research _agreements and the ability to negotiate. That i wh

7) Professional management of contracts Withchasing organizations must also adapt to multi-
suppliers, including addendums for securingiyyralism and the customers’ demands or wishes. N
risks all material groups are suitable for centralizeddees.

) ) . Goods with a high degree of standardization and low
Purchasing strategies that are focused on highf¥chnical complexity are best suited for centralize

dynamic and changing suppliers, often combined withrchasing. A differential approach and use of ke
radical price negotiations or price instability, ncde organizations, ie. decentralized purchasing
classified as “high risk”. “It is nearly impossibl®  organizations, must be used for technically denremdi
practice to buy from a much cheaper supplier Wmho‘éndtime-consuming elements.

increasing the risk,” said Philipp Dickmann at eoiéall Depending on whether standard supply is concerned

Purchasing conference for a world-renowned c&j not, purchasing must be near the required stippor
manufacturer in Germany. Because the costs and risk

associated with logistics processes must also lhectad. . :
The crisis solution should also be reflected ircgsi for 41 Centra“?ed versus decentralized
example, expensive. Crisis management should aso b purchasmg )

reflected in prices. For example, expensive ainspart Centralized purchasing - has all the actual
should be replaced by sea transport, which is mu@yrchasing done centrally, typically in the corpera
cheaper. Already today flexibility is the decisive headquarters [6]. _ _
competitive selling point and is often more importat _ Dezentralized purchasing -devolves all purchasing
than the price of the product Unfortunately it has also decisions to local facilities [6].

been my experience that this opinion remains in the Location:

background compared to the global strategies aats go
purchasing.

Too often, perhaps even more than ever before
suppliers are expected to bear the costs of thes,ris* Roland Berger Strategy Consultants was foundex®67 and
including the consequences of currency fluctuations is one of the leading companies in strategic coimgulVia
political instability in their prices, which are ualy its 36 offices in 25 countries, the company sudodss

offers its services on all main international méske
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Two location issues affect purchasing: where sho
purchasing decisions be made. And where shag

suppliers be located:

Suppliers lokation

Where should be effected buying decision

Centralization versus Decentralization
In the single-facility organization, the question

whether

purchasing department.
organization, the question

made at the plant or division level or by a cent

decisions should be made by departm
managers on a decentralized basis or by a centrabre control of purchase

In the multiple-facil
is whether decisionsilshbe

purchasing group based at headquarters. Pros arsd
exist for centralized and decentralized purchasinigoth
the single-facility and multiple-facility settings.

Centralized buying up a majority in those compan

where it is possible to combine purchasing voluzwes
thus have a stronger foundation for price negafiati

uld

uld
Control over purchases
no longer remote.

purchasing volurr

The fact that buying effor
are duplicated across th
organization

e

. Decentralized
I are more flexible.
eDepartment or plants h

operatior

YImrpoved ability to respon
to the needs of th
"@lepartment or plant
CRor organizations in whic
it operates geographically
dispersed purchase - this
€&dvantage is the efficient to
use local suppliers
Large internatinal compar

D

Table 1 summarizes the main advantages aggih factories located
disadvantages of centralized and decentralizqqroughout the word often
purchasing. rely on  decentralized
) . structure to meet the
Tabel 1 Advantages and Disadvantages of Centratined requirements of individual
Dezentralized Purchasing (modified accordingb) races
Centralized Purchasing
Advantage: Disadvantage

Almost invariably make
for more efficient ordering
of materials

Detachment of productic
and according to the nee
of individual orders

5 Case study — a project-based purchasing

organization
A case study illustrates the integration of methods
for tenders in a project oriented company and asicly

is

Forms a basis to
bargaining advantage

g

Very little flexibility
discretionary issue wher
ordered

organization of international companies in a systéiie
e Production of technically demanding specific eletsen
First of all, it is necessary to focus on the
optimization of quality and costs, and then on iovprg

Eliminates duplication ¢
efforts

Centralized purchasing
little  slower
cumbersome thal
decentralized purchasing

and more

the position of the organization of company XY dre t
public procurement market. And last but not leésts
important to improve the performance of the indixtl
purchasing units as far as the effectiveness ofkvier
concerned, as well as the technical knowledge and

Helps procuring uniforn
and consistent materials

flexibility towards a common goal: customer orighte
customer requirements.

Simplifies
procedure

purchasing

5.1 Specification of project
What is necessary to introduce and define, if we
consider the change and the structure of purchase:

Simplifies the payment c
invoices

Actions:
1. Defining the key indicators, skills, activities and

needs of purchasing organizations

Permits a degree ¢ SO .
specialization among 2. Optimizing the supply cham_
buyers. 3. Irr_lplemgntlng 'ghe.purchasmg processes along
. . with their optimization
Decentralized Purchasing Goal-
Advantages Disadvantage '

Improved efficienc

Different plants of a larg
organisation require quit
different types of materials

Simplifying the indicators of costs and supplier
quality

Simpler cost reporting structure
Continuing and developing

D

the purchasing

Faster procurement | Loss of influence of th organization
materials supllier — smaller
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- Developing the transparency and anti-corruption
strategy based on the organization's
requirements

Project specification:

- Integrating decentralized purchasing groups ir
the Europe region

- Specifics of standardized and technically
demanding and time-consuming products anc
their breakdown - preserving the local

responsibility of the purchasing department on &

technically demanding or
product delivered with regional powers

5.2 The breakdown of purchasing in Europe
So what should the tasks of
organizations be?

A central purchasing organization combines the
activities of a local organization and local pursihg
specialists in one person. It is organized anddmalown

according to the purchasing commodities and acegrdi | l I I I I

to the organization’s valid regulations and proesss

The local organization breaks down the roles o
central and local responsibility according to tissigned

material commodities (see Figure 2).

The regional breakdown according to the division o
Europe (North, South, and East) with the correspand
assignment of plants and individual regional pusahg

organizations is illustrated on Figure 3.

Gena

(rats

Europe

time-consuming

purchasing

Figure 2 The breakdown of a purchasing organization

DCFI
fa) DCNO
g DCSE
2 DCBE
DCGB
DCDK
DCIT
DCES
[a) DCFR
= DCAT
DCCH

DCPL
DCHU
DCTR
DCRU

OSsT

Figure 3 The breakdown of a purchasing organization
Europe by individual countries

6 Conclusion
Managing purchasing successfully means
decreasing costs while maintaining quality [2].

The demographic development of the world, its
globalization and the subsequent discovery that not
everything that is central is best make purchasing
organizations ponder what is actually the best? lera |
raise another question: Do we really want the beghe
most suitable for the customer. And what is the tmos
suitable? [3]

Because often there is no competitor that can
provide the much needed feedback, it is necessamhé
managers in purchasing or the top executives in the
organization to predict what actually is the mastable.
What does the customer really want? Obviously we al
know it, but do we really go by it? The customemtga
the required quality in the required time at thquieed
price. In the times of strained political and cuaoge
impacts and raw materials policies and economic
globalization, it is key to install the professiorend
sustainable management of suppliers and risks and t
break purchasing down into centralized and dedé&rath
or local if you want.

In the following months | would like to present my,
their research in the purchase of modern purchasireg
project-based organization. Next steps of reseaiithbe
devoted to structure of purchasing in the inteomst
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organization, which would be applied in smaller
companies focusing just on project management
purchasing organization.

| would like to thank my parent organization for its
cooperation, as this article could not be published
without it. | would also like to thank my trainer.
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