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1. Introduction

Several authors accounted for the strategic importance
and the competitive potential of purchasing and supply
management (among others: Reck and Long 1988,
Pearson and Gritzmacher 1990, Welch and Nayak 1992,
Spekman et al. 1994, Carter and Narasimhan 1996,
Anderson and Katz 1998). The literature acknowledged
that the pivotal role purchasing is gaining in many
companies by defining a general and comprehensive
framework for conducting purchasing research. In
particular, authors like Harland er al. (1999) and
Gonzalez-Benito (2007) extended the widely agreed
and tested operations management model of Hayes and
Wheelwright (1984) and Vickery (1991) to the purchas-
ing area. According to this framework, the purchasing
strategy is directly linked to the overall business
strategy, as other authors agreed (e.g. Ellram and
Carr 1994, Cox 1996, Cousins 2005, Nollet et al. 2005).
Corporate strategy may be defined as a set of prevailing
competitive priorities, which have been first listed by
Porter (1980) and then completed by Ward et al. (1990)
and Watts (1992). Main typologies of competitive pri-
orities are: cost, quality, time, flexibility and innovation.
As a consequence, defining competitive priorities is also
crucial in understanding purchasing strategy.

Coming to the most recent contributions,
Baier ef al. (2008) demonstrated that the ideal profile
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of purchasing competitive priorities differs across
strategic business units (SBUs) following different
business strategies. Drawing on the study by
Gonzalez-Benito (2007), the authors position them-
selves within the research stream of alignment-perfor-
mance link. According to this perspective, purchasing
contribution to business performance depends on the
extent to which purchasing is aligned to business
strategy.

However, the construct of strategic alignment is
usually measured by comparing perceived or declared
purchasing strategy to business strategy. Rather, it
would be more relevant to measure actual purchasing
performance, being then able to state whether or not
they are fostering company core competitive priorities.
If purchasing performance has a direct impact on
overall company results, then they need to be accu-
rately measured and monitored through appropriate
purchasing performance management systems (Perkins
and Gunasekaran 1998, Monczka er al. 2004, van
Weele 2004). As a matter of fact, performance
measurement can be considered a more reliable indi-
cator of the real priorities of the purchasing function
and its contribution to competitive advantage.

On the one hand, purchasing literature partially
supports this view by acknowledging that performance
is no more a single company’s affairs: the entire supply



chain comes in place when dealing with performance
(Hofmann and Locker 2009). For instance, scholars
investigated the topic of performance measurement by
conceiving encompassing models for the extended
enterprise (Folan and Browne 2005) or the global
supply chain (Dreyer et al. 2009). However, most
studies focus on the operational, algorithmic approach
to measure performance (Bayrak ef al. 2007, Bhagwat
and Sharma 2007a, 2009) rather than providing a
strategic viewpoint on the topic. Furthermore, the vast
majority of past studies focus on suppliers’ performance
(Yang 2010, Humphreys et al. 2011) rather than
considering the company’s internal purchasing process.

On the other hand, performance measurement
literature provides many insights regarding the way
performance measurement systems (PMSs) are
designed, implemented and used (Bourne 2001,
Nudurupati et al. 2011). Yet, very few studies explicitly
consider the purchasing perspective, which is likely to
require specific considerations.

Starting from these two streams of research
(i.e. performance measure and purchasing literature),
we are therefore aiming at developing a framework to
study a purchasing PMS (PPMYS). In particular, we are
interested to understand how the PPMS is structured
(i.e. what key performance indicators — KPI can be
monitored), how PPMS processes are managed and
how the PPMS architecture is adapted to the purchasing
organisation.

To this purpose, a framework for describing PPMS
will be proposed, as a synthesis of several consolidated
contributions  from  the scientific  literature.
Subsequently, such framework will be used as a
reference for the empirical investigation of the imple-
mentation of PPMS in nine in-depth case studies in
large organisations coming from different industries.
PPMS will be analysed not only in terms of KPI
structure, but also of the process and architecture.

This article is structured as follows: firstly, the
research background on PMS — generally and within
the purchasing domain — is discussed. Subsequently,
the research framework derived from the literature is
presented. Then, research objectives and methodology
are described. Next, findings are discussed and finally
conclusions are drawn.

2. Research background

2.1. From performance measurement to performance
management

Given the relative lack of the literature specifically

addressing PPMSs, we drew our research frame-
work starting from the broad literature about

performance measurement. With no presumption of
being exhaustive, we are summarising main principles
and characteristics of a PMS that are relevant to the
purpose of this study.

It is a fact that PMSs evolved over time (Bourne
2001, Nudurupati et al. 2011, Bititci et al. 2012). Until
1970, Japanese companies were mostly concerned with
quality issues (and so were their PMSs and tools, like
TQM or JIT) whereas Western companies mostly faced
sales and service capacity issues, thus stressing finan-
cial indicators such as sales, productivity and ROI
(Neely and Austin 2002). In the 1980s, new dimensions
of business performance such as quality, time, cost and
flexibility came into picture (Slack 1983), even though
most accounting systems included only financial infor-
mation. From the 1990s onwards, a first revolution
took place: academics start criticising traditional
financial measures based on internal and historical
data (Dixon et al. 1990, Kaplan and Norton 1992,
Neely et al. 1995) and a number of performance
measurement framework emerged as a way to quantify
the ‘efficiency and effectiveness of actions’ (Neely et al.
1995). Since then, non-financial indicators such as
quality, customer satisfaction, cycle time and innova-
tion were recognised as the leading indicators for the
financial performance (Suwingnjo et al. 1997, Ittner
and Larcker 1998). Besides, in recent years also
environmental and social sustainability gain a pivotal
role as far as performance is concerned (de Burgos
Jiménez and Lorente 2001, Porter and Kramer 2006).
As a consequence, multidimensional models arose.
Garengo et al. (2005) consider six of the most popular
ones in the last 15 years (two of which are specifically
dedicated to SMEs). Other authors, like Bititci ez al.
(2005a, b) and Neely (1999), propose similar classifi-
cations. Following this trend, many different models
have been developed: strategic measurement and
reporting technique (Cross and Lynch 1988), the
performance measurement matrix (Keegan et al.
1989), performance pyramid system (Lynch and
Cross 1991), results and determinants framework
(Fitzgerald et al. 1991), macro process model (Brown
1996), balanced scorecard (Kaplan and Norton 1992,
1996, Bhagwat and Sharma 2007b), Cambridge PMSs
design process, (Neely er al. 1996), integrated PMSs
(Bititci and Carrie 1998), performance prism (Neely
and Adams 2001; Neely er al. 2002) and FFQM
business excellence model (EFQM 1999).

While all these models and frameworks were
concerned with what to measure and how to structure
the PMS, this is not the sole question you need to
answer in order to get a PMS to work. As a matter of
fact, the literature acknowledges three main stages of
the PMS lifecycle, i.e. design, implementation and



use/update (Bourne 2001). Designing a PMS requires to
establish a set or performance measures aligned to the
company strategy and/or organisation. The 1980s
revolution mentioned above clarified that several
performance dimensions should be considered.
Despite the wealth of the literature of all possible
measures to use, there is little evidence of systematic
empirical research on the implementation of PMS
(Bourne et al. 2000, Neely et al. 2000). Poorly defined
measures, time and effort required, inappropriate
information, resistance to performance measurement
and new parent company initiatives are among the
barriers to  effective PMS  implementation
(Schneiderman 1999, Bourne 2001). Top management
commitment and perceived benefits arising from the
PMS are drivers for its success. Finally, the use of a
PMS is concerned with people’s behaviour with the
information, i.e. the use of the system (Marchand et al.
2000, Bititci et al. 2002). In this ever-changing business
environment, companies are becoming more dependent
on sharing (Aedo et al. 2010) and using performance
information dynamically and hence becoming more
knowledgeable and proactive. Hence, a PMS should
include an effective mechanism for reviewing targets
(Ghalayini and Noble 1996) and a process for devel-
oping measures or indicators as circumstances change
(Maskell 1989, Dixon et al. 1990, Meekings 1995,
Kennerley and Neely 2002).

According to Bourne et al’s (2000) three-stage
model as the PMS lifecycle, there has been a constant
progress in designing PMSs. However, implementation
as well as using and updating PMS has received
attention only in recent years (Bourne and Neely 2000,
Kennerley and Neely 2003, Bititci ez al. 20006).

Finally, PMS evolution also reflected recent eco-
nomics macro-trends such as the pivotal role of
emerging countries and the consequent attention to
multicultural networks (Hansen and Birkinshaw 2007,
Chesbrough and Garman 2009), the emphasis on
servitisation (Lovelock and Gummesson 2004, Neely
2007), the peculiar needs of SMEs (Garengo et al.
2005, Sharma and Bhagwat 2005, 2007a, Garengo and
Bititci 2007, Hudson-Smith and Smith 2007) and the
raise of supply chain management as a source of
competitive advantage (Chan and Qi 2003,
Gunasekaran et al. 2004, Caniato et al. 2005, Huang
et al. 2005, Bhagwat and Sharma 2007a, b, 2009,
Sharma and Bhagwat 2007b, Bhagwat et al. 2008,
Vachon and Klassen 2008, Acar et al. 2010, Kroes and
Ghosh 2010). As far as the latter is concerned, most
supply chain PMSs consider operational measures such
as inventory cost, inventory turnover, truckload satu-
ration and lead times. Very few recommendations are
made regarding how to monitor performance delivered

by suppliers and the company purchasing function
overall. This is one of the reasons why we decided to
further investigate this subject.

Given the strategic role of purchasing strategy
inside a company, performance measurement becomes
critical to manage this area in consistence with the
overall corporate strategy. The evaluation of purchas-
ing activities is crucial for a number of reasons
(Monczka et al. 2004, van Weele 2004). It supports
better decision-making processes based on strategies
and obtained results; it supports the communication of
objectives and responsibilities across the purchasing
organisation; it drives people’s behaviours and actions
through motivation and feedbacks on their results;
finally, it allows possible benchmarks with other
companies.

2.2. Purchasing performance management systems

Literature review is the starting point underpinning the
research. It allowed us to identify almost a hundred of
purchasing KPIs and the relevant classification dimen-
sions. We classified 305 scientific papers focused on
purchasing management and published between 1996
and 2008, mainly coming from the following journals:
Journal of Operations Management, International
Journal of Operations and Production Management,
Production  Planning & Control, Supply Chain
Management: An International Journal, Journal of
Purchasing and Supply Management and International
Journal of Production Economics. Among these, almost
30 papers someway regarded the topic of performance
measurement within purchasing.

First contributions related to PPMS were published
at the beginning of the last century (Gushee and Boffey
1928, Lewis 1933). The first research was focused on
the fixed cost of labour related to personnel involved in
purchasing activities. The second one was more
focused on the inputs costs and their impacts on the
cost of final products. Although quite trivial and
limited, those contributions highlighted two major
components that are still debated in PMS: efficiency
and effectiveness. In the past years, the purchasing
department increased in importance within the firm
and some authors proposed more sophisticated
models.

Chao et al. (1993) identify 10 KPIs for the
purchasing department, among on-time deliveries,
accuracy, quality and professionalism. Beamon (1999)
introduces performance measures used in supply chain
models and also presents a framework for the selec-
tion of PMS for manufacturing supply chains.
Knudsen (1999) elaborates a PPMS based on



purchasing processes, thus involving different actors
such as the purchasing department, suppliers and
internal customers. Gunasekaran ez al. (2001) develop
a framework for measuring the strategic, tactical and
operational level performance in a supply chain,
grouping performance measures in terms of suppliers,
delivery performance, customer service and inventory
and logistics costs and relating them to customer
satisfaction. An interesting contribution has been
developed by Easton er al. (2002). It is based on data
development analysis and introduces one single indi-
cator measuring the total efficiency of the purchasing
department. This indicator is given by the ratio
between a general output (including total spending
and percentage of that spending directly managed by
the purchasing department) and a general input
(including operational costs of the purchasing depart-
ment, number of purchasing professionals, adminis-
trative personnel within the department and number of
active suppliers). Axelsson er al. (2002) introduce in
their balanced scorecard, new classes of performance
including the overall purchasing department, its impact
on the company organisation, the single products and
the total cost of ownership for each product or internal
customer. van Weele (2004) roots his approach in the
original effectiveness and efficiency criteria, measuring
the effectiveness through price/cost, quality and logis-
tics, and the efficiency through organisational aspects.
Kumar et al. (2005) develop a PMS based on supply
links, including the purchasing department, suppliers,
internal customers and the relationships existing
among them. Rafele (2004) considers the purchasing
department as a service centre and measures its
performance according to tangible components, exe-
cution modes and information flows. Finally, Carter
et al. (2005) propose one of the most complete
approach designing a balanced scorecard including
nine categories of indicators, ranging from cost to
availability, from quality to internal customer
satisfaction.

3. Research framework

From the seminal works of Lynch and Cross (1991)
and Johnson and Kaplan (1987) onwards, PMSs were
recognised an important role in supporting managerial
development in manufacturing firms (Neely 1999).
However, a comprehensive and shared definition of
PMS is missing: Franco-Santos et al. (2007) counted
no less than 17 definitions of PMS, highlighting that a
no-consensus situation on PMS definition can ‘inhibit
the development of the field’. Given the purpose of this
study we looked at the literature in order to establish

what are the relevant elements composing a PMS that
—in the empirical stage — will be investigated within the
purchasing context.

As anticipated above, Marchand and Raymond
(2008) observe that basic notions that underliec PMS
have evolved over time to arrive at the present ways
in which these systems are conceptualised, designed
and implemented in organisations. These notions
include: the focus of PMS (namely the notion of
performance itself and its dimensions); the perfor-
mance logic that guides the design of PMS (architec-
ture and performance measurement framework) and
the system characteristics of PMS (definition, organi-
sational role and information output). Similarly,
Franco-Santos et al. (2007) summarise PMS charac-
teristics according to several authors’ perspectives. As
a result, the authors show that a PMS can be defined
through: features of the PMS (including performance
measures and supporting infrastructures); role(s) that
the PMS plays (including measuring performance,
strategy management, communication, influencing
behaviour, learning and improvement) and processes
that are part of the PMS (including selection and
design of measures, collection and manipulation of
data, information management, performance evalua-
tion and reward and system review). Finally, Neely
et al. (2005) highlight the fact that a PMS can be
examined at three different levels: the individual
performance measures; the set of performance measures
(i.e. the PMS system as an entity) and the relationship
between the PMS and the environment within which it
operates.

All in all, the literature clarifies that defining a
PMS is not just a matter of structuring the measures
(i.e. KPIs) but also requires planning the objectives the
PMS is made for and, as a consequence, the way it
should be managed in order to support such objectives
(i.e. how and by who the PMS is designed, where and
when data are collected and how they are analysed and
reported). This is, to some extent, a step forward with
respect to the multidimensional models listed previ-
ously, since they were very much focused on defining
and selecting the bunch of measures to monitor,
loosing touch with PMS design, implementation and
use. For this reason, we propose to refer to PMS as
‘performance management system’ rather than just
‘performance measurement system’, adopting the sug-
gestion by Marchand and Raymond (2008). The
resulting framework (Table 1) is described hereafter.

Building on the literature considered so far, we
developed a framework to classify the various pur-
chasing performance dimensions and perspectives. The
framework is made of three perspectives: structure (i.e.
which KPIs are to be measured), process (i.e. how the



Table 1. The research framework.

Structure (measurement)

Process (management)

Architecture

KPI tree: e Design

e Purchasing performance e Role

e Internal purchasing process °

e Suppliers e Implementation

e Horizontal (category level)
e Vertical (organisation level)

Data collection and management

PPMS is designed and implemented) and architecture
(i.e. what customisations are necessary to reflect
vertical and horizontal differences in the organisation
chart). These perspectives directly refer to research
questions listed below.

First of all, being able to measure purchasing
alignment to the company strategy is of capital
importance in order to assess the value of the overall
purchasing function (Gonzalez-Benito 2007). A natural
way to do that is grouping KPIs according to
competitive priorities, which are one of the most
common ways to define business strategy (Slack 1983).
Thus, PPMSs built on competitive priorities may easily
allow us to evaluate whether or not the purchasing
function is aligned to the company. Coherently with
contributions in the literature (Porter 1980, Hayes and
Wheelwright 1984, Ward et al. 1990, de Burgos
Jiménez and Lorente 2001, Porter and Kramer 2006,
Zheng et al. 2007, Luzzini and Ronchi 2011), we
defined six performance areas: cost, time, quality,
flexibility, innovation and sustainability. While the
former areas are known since long, sustainability
recently became part of companies’ agenda, in line
with the triple-bottom-line approach proposed by
Elkington (1998). As a consequence, in our view
sustainability KPIs encompass both environmental
(e.g. carbon footprint, water consumption and energy
efficiency) and social aspects (e.g. workers rights,
health and safety and child labour). This approach is
strongly in line with purchasing competitive priorities
introduced by Krause et al.’s (2001), and emphasises
that the purchasing function should not focus just on
simple saving measures (Nollet et al. 2008).

In addition, Day and Lichtenstein (2006) — besides
confirming the relevance of strategic alignment —
clarified that purchasing overall results depend, on
the one side, on the internal supply management
process and, on the other side, on the buyer—supplier
relationship. That is to say that the PPMS should have
both an internal focus and an external focus. Other
authors share such reasoning: Kumar et al. (2005), for
instance, distinguish between these two perspectives
(i.e. internal and external) in the healthcare industry.
Hence, each category of competitive priorities is clearly
not related to activities going on merely within the

company internal boundaries; it is increasingly influ-
enced by supplier’s actions. As a matter of fact, the
more outsourcing practices spread across sectors, the
more suppliers become a source of competitive advan-
tage (Quinn & Hilmer 1994, Krause et al. 2000). For
this reason, it is useful to define both internal and
external sets of indicators for each category.

The final result, the purchasing KPI tree is shown
in Figure 1. Overall purchasing performance is deter-
mined by internal processes within the company and
external processes managed by suppliers. For instance,
the total lead time from a request for purchase to the
order fulfilment is a composition of internal scouting
and supplier selection lead time, supplier lead time and
again internal order processing and administration
time. Other KPIs are not meant to be summed up like
the lead time: quality measures about suppliers are
mostly measuring the conformance of products
whereas internal quality is related, for example, to
the number of errors in managing request for pur-
chases, purchase orders, receipt of materials, invoicing
and so on. In other words, purchasing performance
can be seen as a combination of efficiency/effectiveness
delivered by suppliers and efficiency/effectiveness in
managing the internal purchasing process. Overall, six
categories of KPIs need to be measured at different
levels: purchasing performance — measuring the overall
performance as perceived by the internal customer;
internal processes — measuring the performance of the
internal purchasing processes and suppliers — measur-
ing the performance of suppliers.

However, the literature clarified that defining the
PMS structure (i.e. the KPIs) is clearly not sufficient to
grant a full operating PMS (Franco-Santos et al., 2007,
Marchand and Raymond 2008). As a matter of fact,
we also have to consider how measures are selected and
why, what is the purpose of the PMS and how it is
implemented and when are data collected. We are
therefore explicitly considering aspects that the litera-
ture is associated with processes that are part of the
PMS, namely: design, i.e. how is the PMS designed and
by whom?; role, i.e. what is the goal of the PMS (e.g.
control, improvement and decision-making support);
data collection and management, i.e. what are the
sources of information and how frequently are they
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Figure 1. Purchasing KPI tree.

collected? and implementation, i.e. who introduced the
PMS within the company and took care of its
implementation?

Third, in the context of purchasing, it is widely
known that companies frequently buy differently by
category (i.e. a specific group of items, also known as a
‘purchasing group’ or ‘commodity’). For instance,
differences in the purchasing strategies are noted
between direct and indirect goods and among catego-
ries that are positioned differently within the Kraljic
matrix (Kraljic 1983). As a consequence, we expect
that different purchasing commodities would stress
different competitive priorities. This is in line with
Garengo and Sharma (2012), who see the PMS as
influenced by possible contingencies. We therefore
expect a horizontal differentiation of the PPMS
emphasising different sets of KPIs according to the
considered purchasing category. Furthermore, we also
know that buyers are generally evaluated on perfor-
mance ensured on the purchasing category they are
responsible for, whereas Chief Purchasing Officers
(CPOs) are evaluated on more general and encom-
passing indicators. Thus, we wonder how does the
PMS architecture adapt to different organisational
roles and to different purchasing categories.

In conclusion, we follow the suggestion by
Marchand and Raymond (2008) to investigate PPMS
research through comparative field studies using the
proposed classification framework.

4. Research objectives

Based on the contributions discussed so far, we focused
our research on purchasing performance management
systems (PPMSs). In particular we set three main
research questions.

RQI1. According to the presented PPMS framework
(Figure 1), what are the KPIs actually measured by
companies?

Starting from the six categories identified in the
literature (cost, time, quality, flexibility, innovation
and corporate social responsibility) along the identified
levels (overall purchasing performance, internal pro-
cesses and suppliers), we aim at understanding what
are the performance dimensions actually measured by
companies. We are not interested in the specific metric,
which is likely to be different from company to
company, but rather on the type of indicator adopted.

RQ2. What are the key elements characterising the
purchasing performance management process?

As already stated, in line with recent literature, we
focus on the wider concept of PMS rather than the
pure performance measurement indicators. Therefore,
our aim is to study who defines the set of indicators
and what are the main drivers fostering measurement
of performance within the purchasing department. We
will also focus on the frequency of measurement and
how long the PPMS has been in place. Finally, we will



try to highlight the main benefits perceived and
criticalities or barrier to adoption.

RQ3. How does the PPMS change along different
organisational levels and purchasing categories within
the purchasing department?

After studying the general PPMS structure, the
research aims at defining major differences among
different organisational levels within the purchasing
department and among different purchasing
categories.

5. Research methodology

In order to answer the three research questions, we
selected a case-based research methodology. Even
though most of the operations management research
is primarily based on statistical surveys analysis and
mathematical modelling, according to Meredith
(1998), the explanation of quantitative findings and
of consequent theory will ultimately have to be based
on qualitative understanding. Indeed, all the literature
listed within Section 1 explained the strategic relevance
of purchasing and, consequently, the need for further
understanding of PMS. Case-based research then
comes to provide new and creative insights, develop
new theory and have high validity with practitioners
(Voss et al. 2002). As a matter of fact, according to
Benbasat er al. (1987) and Yin (1994) it allows
questions of why, what and how that are aimed at
fully understanding the nature and complexity of a
phenomenon (in our case the design structure and use
of PPMSs). Moreover, it is also useful for investigating
constructs and variables still unknown or not com-
pletely understood: in our case the literature provided
dimensions suitable for describing PMSs, but case
studies lend to describe in depth the content of such
constructs.

With this purpose, we selected nine companies:
each one of them represents a separate unit of analysis,
thus a single case study. Case studies allowed us to
gather an in-depth understanding of how these firms
are actually structuring their purchasing performance
management systems in order to sustain purchasing
strategy. Our purpose was then exploratory in nature,
even though — given that we grounded our constructs
on the literature — our methodology is also consistent
with theory building.

Having said that, we designed the research
methodology following the indications by Voss et al.
(2002). First of all, we would like to remind that, no
matter how theory development oriented are research
questions, a prior view of general constructs to study is
needed (Miles and Huberman 1994). For this reason,

we built a conceptual framework based on the
existing literature, as explained in the previous section.
The framework also allowed us to effectively focus
the research: with cases the amount of data to analyse
is potentially vast. So, the a priori definition of
precise areas of investigation made the study protocol
design easier and maximised accuracy as well
(Eisenhardt 1989). To some extent, we also experi-
enced unexpected evolution over time of the
research questions themselves: indeed after the
very first cases we were able to better frame our
objectives.

Given that there is no ideal number of case studies
(Voss et al. 2002), we chose multiple case studies not to
limit generalisability of the conclusions and avoid
observer bias (Leonard-Barton 1990). We adopted a
retrospective approach: we investigated the current
PMS structure, which most of the times is the result of
an evolution over time.

The sample was designed in order to allow
both literal and theoretical replication (Eisenhardt
1989, Yin 1994). As a matter of fact, we used — on
one side — two basic sample controls. All the companies
are multinational organisations, in which purchasing
is highly relevant in terms of both total spending
and impact on final performance, so the firm
size and spread assure companies to be enough
structured. Moreover, we obviously looked for
companies having a PPMS in place. On the other
side, we selected companies from different industrial
sectors in order to identify and compare different
strategies and performance indicators adopted by their
purchasing departments (thus assuring theoretical
replication).

The sample is described in Table 2: as stated before
they are large companies (the smallest one is operating
in the aerospace industry with 182 million € sales and
1800 employees) and belong to different sectors,
ranging from the aerospace industry to the steel
industry.

Since a well-designed protocol is critical in multi-
case research (Voss et al. 2002), we structured the
interviews according to a set of questions addressing
each of the areas defined at the end of literature review.
In order to mitigate the lack of resources for data
collection, we built case studies through direct inter-
views and secondary sources of information. Following
the funnel model, we opened the discussion with
general open questions and afterwards asked for
details. Open questions that have been asked are
reported in the appendix, whereas Tables 3-5 reflect
the coding of observations. With the exception of
station and candy cases, at least two people have been
interviewed per case: they were always from the



Table 2. The sample.

Sales
(world, Employees
Case Sector million €) (world) Interviewees
Aero Aerospace 182 1800 Reverse Marketing, Planning and Reporting
Manager
Purchasing Manager
Retail Retail 34,990 168,100 Food Purchasing Manager
Management Control Manager
Station Catering and retail 4000 70,000 Purchasing Manager
Pharma Pharmaceuticals 29,000 105,000 Purchasing Manager (indirect purchases)
Purchasing Manager (direct purchases)
Switch Home appliances 3737 33,000 Country CPO
Purchasing Manager
Oil Oil and gas 86,105 73,000 Purchasing Control, Planning, Reporting and
Marketing Intelligence Manager
Purchasing Manager
Wash Home and personal care 12,740 51,000 Country CPO
Purchasing Manger
Candy Food 1647 14,000 Purchasing Manager
Steel Steel 1054 3000 General Manager of the purchasing company

purchasing area as in all cases the PPMS was managed
by purchasing employees. Suppliers’ evaluation also
required the contribution of other functions (e.g.
quality, research and development and logistics) but
in any case the purchasing function did coordinate the
PMS design and implementation, therefore purchasing
managers can be considered key informants. In order
to maximise accuracy, most cases have been tape
recorded with permission, given that interviews were
not focused just on objective data. Two researchers
have conducted interviews in order to avoid single-
person bias. Interviewers’ field notes were the starting
point for data analysis. Then, according to Eisenhardt
(1989), within and cross-case analyses have been
conducted. The principal respondents have been
Chief Procurement Officers (CPOs) and/or purchasing
managers. Before every interview, they were sent the
general interview protocol. Follow-up emails and calls
have been used to complete missing information and
clarify doubts. In some cases, this activity also involved
employees from other functions that had a role in the
design/implementation/use of the PPMS. Finally, we
were able to cross-check some of the information
collected through company internal documents deliv-
ered by interviewees and official documents, such as
the balance sheet.

Therefore, all cases have been mapped according to
different variables underpinning the research frame-
work, thus focusing on KPIs adopted, main elements
of the PPMS adoption process and different measures
at different organisational levels and purchasing
categories.

6. Results and discussion

In this section, we present the findings of our case
studies and provide a discussion of the main results.
The section is structured according to the three
research questions previously enounced.

6.1. PPMS structure

The research has investigated the structure of the
PPMS in nine case studies. According to our research
framework, for each case we classified the KPIs on the
basis of the ‘purchasing KPI tree’ previously discussed.
Purchasing performance is clustered into six major
categories (cost, time, quality, flexibility, innovation
and sustainability). Besides, we classify KPIs into
overall purchasing performance, internal processes and
suppliers.

Table 3 summarises the PPMS adopted by each
company within the sample, showing exactly which
part of the model is measured through specific KPIs.
Since each firm develops its own way for measuring
KPIs, and considering also the heterogeneity of our
sample which does not allow to give a unique defini-
tion for each performance, we do not report the
specific KPI, but only whether a KPI is adopted or not.
If a cell in the table is marked, it means that the firm
has defined a specific KPI for that kind of performance
and is actually measuring it.

A preliminary overview shows that most measured
KPIs are those related to suppliers, in particular cost,
time and quality. These are the traditional performance
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indicators that can be found in any vendor rating
system, in line with consolidated research in the field
(Day and Lichtenstein 2006). Innovation is also
measured by several firms, in particular by those
firms which rely mostly on suppliers for innovation,
while the others, such as oil and steel, develop
innovation mostly internally, given their industry and
their level of vertical integration. The remaining two
KPIs are much less diffused. Suppliers’ sustainability is
measured only by two out of nine firms in our sample,
suggesting that, despite the current emphasis and
attention to this topic, it is still not yet consolidated
and diffused into every PPMS. Finally, supplier
flexibility also is measured by only two firms in our
sample. This result seems quite surprising at first sight,
since supplier flexibility is often considered a key
factor. However, measuring flexibility has always been
a difficult task (Beamon 1999, Krause et al. 2001),
since flexibility is a ‘potential” performance, which can
be verified only when it is needed. For this reason often
firms prefer to pre-negotiate supplier flexibility and
include it into contracts, or consider it as a selection
criterion, without measuring it in a structured way, or
rather including it into time performance (on time
delivery despite changes in date, volume or mix).
KPIs related to internal processes are less adopted
compared to the ones applied to suppliers. The cost or
efficiency of the internal processes is the most adopted
measure by our cases in the sample. In some cases, this
is measured in terms of actual costs of the purchasing
department, in other cases it is related to inventory
management (stock keeping costs). In line with liter-
ature contributions over the past decade, the adoption
of e-procurement tools also is used to measure the
efficiency of the purchasing process (Caniato et al.
2010, Ronchi ez al. 2010). This performance appears to
be consolidated and this is in line with the view of the
purchasing department as a support unit, which needs
to be controlled in terms of efficiency. Time perfor-
mance is measured in some cases (e.g. the order cycle
time and the purchasing throughput time from the
request for purchase to the order placement). Again,
this is in line with the view of the purchasing
department as an internal service provider, which
needs to be measured in terms of service level (Kumar
et al. 2005). Quality of the purchasing process is also
measured by some companies (e.g. customer satisfac-
tion and supplier relationship) highlighting once again
the purchasing department as a service provider to the
rest of the company. On the contrary, flexibility of the
purchasing process is not measured within our sample;
this is not completely coherent with the service
providing attitude observed so far. Probably, this is
caused by the difficulty in defining a proper indicator.

Finally, candy is the only company measuring the
innovation of the purchasing process in terms of
suppliers’ turnover, and steel is the only case in which
the timeliness of payments is measured. This last
performance is intended as a sustainability measure, in
terms of correct behaviour towards suppliers. We can
observe that in general internal KPIs are much less
common compared to suppliers’ ones, and only cost,
time and quality are partially diffused. All the other
performance dimensions are seldom or never consid-
ered in our sample, suggesting a very limited attention
by firms. We have observed that existing KPIs measure
the purchasing department as a service provider to the
rest of the company, but service is generally limited to
a traditional transactional perspective (cost, time and
quality). There is very limited attention to the contri-
bution provided by the internal processes in terms of
flexibility, innovation and sustainability.

Finally, considering the overall purchasing perfor-
mance, the dominant KPI is cost. In all our cases, there
is a strong commitment to measuring the purchasing
department by means of the saving obtained from
suppliers. This is of course the result of the efforts of
the purchasing people and the suppliers together, and
is generally the first purchasing target set by the
company. Often it is measured in terms of difference
between the budget and the actual price paid, and in
some cases (such as aero), it is the saving achieved
through e-auctions. In the case of retail firms (retail
and station), the measure is slightly different since the
margin (price — cost) is considered. This is due to the
fact that in this industry purchasing is directly related
to sales and the category managers are directly
evaluated on the profit generated.

The second most frequently measured performance
(seven out of nine cases) is quality, which is measured
in different ways in our cases. Pharma and oil measure
the internal customer satisfaction, which is an overall
measure of the performance of both the purchasing
department and the supplier. Retail, given the charac-
teristics of the industry, also evaluates the variety of
the supply base, in comparison to competitors.

Time is measured only by candy, oil and steel,
mostly in terms of total process time from request for
purchase to delivery, which includes both internal and
external lead times. Since time is almost always
measured separately for internal processes and suppli-
ers, in order to better evaluate the two contributions, it
is understandable that it is not often considered at the
aggregated level.

The other dimensions are not considered as overall
purchasing performance in our sample. We can con-
clude that the overall performance is measured always
on cost, often on quality and sometimes on time; while



the other dimensions are not considered at this level.
This is a good indicator of the fact that so far the
purchasing department is mainly considered as a
source of savings and a service provider, but still
there is no clear evaluation of the strategic contribu-
tion in terms of flexibility, innovation and sustainabil-
ity. There are several possible reasons for this: first of
all such performance dimensions are more recent in
their definition (Neely 1999) and therefore they are less
consolidated and more difficult to measure.
Furthermore, there is probably a sort of organisational
inertia, driven by the fear for the proliferation of KPIs,
which could lead to problems in managing them.

6.2. PPMS process

In order to answer the second research question, we
analysed the PPMS process in our cases. A synthesis of
the nine cases is reported in Table 4.

First of all we can observe that the main KPIs, in
particular those referring to the overall purchasing
performance, and in general, the ones used to evaluate
the CPO, are usually defined directly by the CEO, the
COO or the board. This means that in our cases
purchasing is considered as a first level unit, respond-
ing directly to the top management and therefore has a
relevant role within the organisation. Once the top
management has defined the main KPIs and the
overall guidelines and targets, the CPO is generally
autonomous in articulating them towards the purchas-
ing staff, defining more specific KPIs and targets for
the lower levels within the purchasing department.

The main goals of setting up a PPMS can be
summarised in two main ones. The first is generally
control and monitoring of the overall spending pro-
cess, which is of course quite straightforward. This
confirms the great efforts devoted to bringing the
entire purchasing domain within a unique responsibil-
ity, or at least consolidating information and data in
order to gain a comprehensive picture of the overall
spending. This is in line with the literature (Franco-
Santos et al. 2007) that suggests to develop a structured
and formal PPMS in order to move from a sporadic
analysis to a systematic control, in order to foster
continuous improvement and more informed decision
making. The case of switch is emblematic: the PPMS
became necessary when the company decided to go
public, in order to get better control on short-term
performance. The second main goal is of a different
nature: many firms in our sample stated that the
development of the PPMS was aimed at internal
communication goals, in order to better demonstrate
the service level provided by the purchasing

department and the value created to the rest of the
company and thus foster the ‘internal customer’ logic
even further in the organisation. In some cases, this
was extended also outside the company: a PPMS can
support communication to suppliers, customers and
stakeholders in general also. This appears to be
coherent with the ‘communication’ role of PMS
proposed by Franco-Santos et al. (2007) and further
supports this perspective.

The frequency of measuring and reporting can be
very different according to the nature of the various
KPIs considered. Economic measures, which are
related to the accounting cycle, are often analysed on
a yearly basis (or twice a year), despite information
gathered much more frequently. Public companies
require a more frequent measure, i.c. at least once
every quarter, but often on a monthly basis. Suppliers’
performance are generally measured on a monthly
basis, when the information system allows it. Generally
speaking, information systems are considered the most
relevant constraint to the frequency of measuring, and
dedicated projects were ongoing in some of the cases
during this study. Other measures that require an ad
hoc evaluation can be much less frequent. For example,
internal customer satisfaction is measured only once
every 2 years in wash and pharma. We can conclude
that the frequency is strictly related to the goals of the
various KPIs and to data availability, sometimes
leading to sub-optimal frequencies.

Despite all the investigated cases had a PPMS in
place at the time of this study, some of them have been
in place for many years (station and pharma for 20 or
more) and are now quite consolidated, while others are
very recent and still in their development phase (e.g.
aero, oil and wash). Interestingly, in the retail industry
they are quite consolidated, since purchasing has
always been part of the core business, while in other
cases only recently the need for such a tool was
recognised. In some cases, the group headquarters have
driven the adoption, while in other cases the purchas-
ing department itself has been the promoter of the
initiative, in line with the communication goal previ-
ously discussed.

The benefits recognised are generally in line with
the goals, i.e. control, improvement and communica-
tion. In particular, transparency and objective mea-
sures are perceived as beneficial in both internal (with
the top management and internal customers) and
external (with suppliers) relationships. Also formalisa-
tion is considered as a positive effect, in terms of both
performance measures, targets and procedures.

The main criticality or barrier encountered during
the implementation phase has been the information
system: most companies had problems in gathering



data, consolidating them into a single system, inte-
grating the various databases and ERPs within the
company or the group. This is a major problem in
terms of time, effort and money needed to set up the
PMS, and can result also in problems in using it, if
manual work is required due to the lack of integration/
automation. This is particularly true in large groups, in
particular if grown by mergers and acquisitions, since
they often have several different information systems
and databases scattered across the world.

6.3. PPMS architecture

Finally, in order to answer the third research question,
we analysed if and how the KPIs change according to
the organisation level and the purchasing category.
Results are summarised in Table 5.

Adopting the definition of Marchand and
Raymond (2008), these two dimensions can be consid-
ered as the vertical (organisation level) and horizontal
(purchasing category) of the PPMS architecture.

The main result is that the two dimensions,
organisation level and purchasing category, are gener-
ally correlated as far as the PPMS is concerned.
Indeed, at the top level within the purchasing depart-
ment (i.e. the CPO), there is no KPI differentiation by
category. At the lower level (i.e. single buyers), there is
generally some differentiation according to the cate-
gory, which is actually related to the various roles,
since buyers are generally dedicated to one or few
categories. Therefore, we have found differences in the
PPMS according to these two dimensions, but they are
not independent.

At the top level, the CPO is generally evaluated on
both overall purchasing KPIs and more general
business performance, since she is generally considered
as part of the top management of the whole company.
This is particularly true in the retail industry, in which
purchasing directly contributes to profit. At the lower
level, there is less and less emphasis on overall business
results, but more and more attention to purchasing
KPIs, which are generally specific for the role and the
responsibility of each buyer. On the vertical dimension,
therefore, the main difference is in the weight given to
the various KPIs.

On the horizontal dimension in some cases KPIs
are actually different among buyers, while in other
cases they are the same, and only the specific targets
are differentiated according to the category. This is
driven by the decision to keep the PPMS as simple and
standard as possible, thus leading to the use of the
same KPIs with different targets. The main differences
are generally related to the category being strategic or

commoditised, or direct versus indirect. In the case of
groups with different business units, category and KPI/
target definition can be different for each of them.

Concluding, there is definitely an articulation of the
PPMS according to both the organisation level and the
category managed, and these two dimensions are
strongly correlated. However, in many cases KPIs are
not totally different, rather their weight changes, as
well as the specific targets to be reached. We can argue
that firms tend to balance the trade-off between the
accuracy and the standardisation of the PPMS by
using a rather stable mix of KPIs and differentiating
weights and targets according to both the vertical and
the horizontal dimension.

7. Conclusions, limitations and future developments

This article is strongly rooted in the concept of
strategic alignment of purchasing with the firm’s
competitive priorities. When companies are able to
accomplish this, their purchasing departments contrib-
ute to value creation in their business. If this is true, it
is crucial to set PPMS accordingly, in order to evaluate
purchasing performance, purchasing improvements
and their contribution to the business.

In this article, we refer to PPMS considering the
overall performance measurement process (Marchand
and Raymond 2008) supporting this perspective with
an empirical evidence. Assuming this approach, our
research questions aimed at studying what companies
are actually measuring, what are the key elements of
the measurement process and what are the differences
among different organisational levels and categories.

Empirical evidence shows that purchasing perfor-
mance management systems has been developed in the
past years, but there is still big space for improvement.
Most companies are measuring suppliers’ performance,
while still not many of them are focusing their
attention on monitoring internal processes. Most
used indicators are referred to cost, time and quality;
while flexibility, innovation and sustainability mea-
sures are less adopted. Generally speaking, the pur-
chasing department is still measured mostly on cost
savings rather than on the other performance
indicators.

However, evidence also shows that there is a clear
trend towards a further development of PPMS in the
future. As illustrated, in most companies KPIs of
the purchasing department are defined directly by the
CEOQO, the COO or the Board. In some companies also
the attention to internal processes, flexibility, innova-
tion and sustainability is arising, thus pushing forward
measurement systems. It is also interesting to note that



more and more companies are adopting PPMS for
communication purposes, in order to show the pur-
chasing department as a service provider and eventu-
ally a value creator to both internal customers and
suppliers.

Finally, benefits and barriers have been considered,
providing a realistic picture of PPMS implementation
on the field.

The contribution of this article to research is
twofold: on the one hand, we have provided a synthetic
framework for classifying purchasing KPIs, according
to six performance dimensions and three levels, bring-
ing together several consolidated contributions from
the literature (among others: Gunasekaran et al. 2001,
Axelsson et al. 2002, van Weele 2004, Carter et al.
2005). This framework has proved to be useful to
analyse and compare PPMS in our case studies. On the
other hand, we have analysed how PPMS are actually
put in place by firms, investigating them from the
broad process perspective, thus integrating some con-
tributions of previous studies (among others: Neely
et al. 2005, Franco-Santos et al. 2007, Marchand and
Raymond 2008).

We claim our results to be interesting for practi-
tioners also, since our evidence supports the assump-
tion that purchasing activities are becoming more and
more relevant for companies. As a matter of fact, the
purchasing department is the interface with the supply
network and acts as a service provider to internal
customers within the company. According to this
perspective, purchasing activities are becoming more
and more similar to sales and marketing activities,
being the former ones the interface with actors
upstream in the supply chain and the latter ones the
interface with customers downstream in the supply
chain. Those companies managing purchasing activi-
ties, and thus their performance management systems,
with this perspective are the most mature ones. As a
matter of fact, within the sample, the most consoli-
dated PPMS are those adopted by companies in the
retail and distribution industry, in which purchasing
activities are directly related to commercial ones, thus
managed according to a commercial perspective and
directly impacting on profit and value created by the
company. Ultimately, practitioners might find in this
research study two relevant contributions for their
business: first, this article provides an exhaustive and
comprehensive framework useful to design the PPMS
of their companies coherently with the corporate
strategic priorities; second, it suggests the importance
of using such a framework in order to communicate
the value created by the purchasing department both
internally and externally to their company.

Results described in this article are affected by
some limitations which might open space for future
research. The case-based methodology and the selected
sample, for example, might limit the generalisability of
the discussion. Moreover, the adopted research frame-
work is a selection and integration of existing concepts
and literature contributions, which might evolve over
time. Therefore, future developments of the research
might be based on a more structured data collection
through a survey methodology using the presented
research framework or an evolution of that. This will
allow us to identify possible existing PPMS configura-
tions in terms of structure, process and architecture.
Survey data might be also used to understand when
and why each configuration is adopted in relation with
some contingent factors (e.g. industry and size).
Another possible development would be the investiga-
tion of how companies are using the actual measures
collected through the PPMS in order to improve their
business. Finally, once purchasing performance mea-
sures are identified, it would be interesting to test the
impact of those purchasing performance dimensions
on the overall business performance, thus contributing
to the long-lasting debate in the literature on purchas-
ing relevance and its contribution to the overall value
creation.
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