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Introduction into problems – In order to become and remain more cost competitive, companies must keep qual-

ity and production time on the same level simultaneously reducing purchasing costs and stock quantities. Pur-

chasing department determines the most desirable vendor source and does its best to acquire them at the lowest 

prices while maintaining mutually beneficial relationships with suppliers. An efficient purchasing department is 

vital in achieving a significant profit margin. Its goal is to procure inventory at the lowest acquisition costs. Dur-

ing the last thirty years, the information in the companies have become much more important than it was in the 

past. At the beginning of 21
st
 century, and with increasing popularity of Internet, term E-procurement (electronic 

procurement) started to gather importance. E-procurement is the business-to-business, business-to-consumer or 

business-to-government purchase and sale of supplies, work and services through the Internet as well as other 

information and networking systems. This article deals with main aspects of e-procurement and shows benefits 

of implementing it. 
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1 Introduction 

Purchasing and procurement is used to indicate functions of procurement of materials, supplies, and services. Term 

supply management describes this process as it relates to a professional capacity. Employees who serve in this function 

are known as buyers, purchasing agents, or supply managers. Depending on the size of the organization, buyers may 

further be ranked as senior buyers or junior buyers. In addition to these functions, some firms implemented e-

procurement divisions with trained and skilled personnel in IT and procurement. 

During the last thirty years, the information in the companies have become much more important than it was in the 
past. In addition, the value of accurate, reliable and timely information continues to grow further. Because of that, the 

share of IT workers in total employment grows by average of 2.58% per annum in OECD countries.[1] 

In recent decades, information has become sixth organizational resource, along with employees, machines, money, 

materials and management.[2] 

 

2 History of procurement 

Most pretwentieth century purchasing departments existed in the railroad industry. The first book specifically ad-

dressing institutionalized purchasing within this industry was The Handling of Railway Supplies—Their Purchase and 

Disposition, written by Marshall M. Kirkman in 1887. 
Harvard University offered a course in purchasing as early as 1917. Purchasing as an academic discipline was fur-

thered with the printing of the first college textbook on the subject, authored by Howard T. Lewis of Harvard, in 1933. 

In the late 1960s and early 1970s, purchasing personnel became more integrated with a materials system. As materi-

als became a part of strategic planning, the importance of the purchasing department increased.  

In the 1970s the oil embargo and the shortage of almost all basic raw materials brought much of business world’s 

focus to the purchasing arena. The advent of just-in-time purchasing techniques in the 1980s, with its emphasis on in-

ventory control and supplier quality, quantity, timing, and dependability, made purchasing a cornerstone of competitive 

strategy.  

By the 1990s the term supply chain management had replaced the terms purchasing, transportation and operations 

and purchasing had assumed a position in organizational development and management. In other words, purchasing had 

become responsible for acquiring the right materials, services, and technology from the right source, at the right time, in 
the right quantity.[3] 

At the beginning of 21st century, and with increasing popularity of Internet, term E-procurement (electronic pro-

curement) started to gather importance. E-procurement is the business-to-business, business-to-consumer or business-

to-government purchase and sale of supplies, work and services through the Internet as well as other information and 

networking systems, such as Electronic Data Interchange and Enterprise Resource Planning.[4] 
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3 Organizational structure as a prerequisite for the successful implementation of e-

procurement 

The structure of the organization is usually represented by an organization chart, which provides a graphic represen-

tation of the chain of command within an organization. Decisions must be made about the duties and responsibilities of 
individual jobs as well as the manner in which the duties should be carried out. Organizing at the level of the organiza-

tion involves deciding how best to departmentalize to effectively coordinate effort. There are many different ways to 

departmentalize, including organizing by function, product, geography, or customer.  

Executives divide an organization into different units based on one of the following six criteria: 

• Function.  

• Product.  

• Customers.  

• Geographic location. 

• Process.  

• Matrix.  

  

A manufacturing firm typically includes functional units called departments such as engineering, production, fi-
nance, sales, and personnel. Organizational structures of such manufacturing firm can be seen on Fig. 1. These different 

functions are controlled by managers who head each function. In this organizational structure, each function primarily 

focuses on its core tasks. 

 

Fig.  1 Common model of functional organizational structure with derived 

manufacturing, procurement and sale departments 

 

Many larger firms utilize multiple methods of departmentalization. Organizing at the level of job involves how best 

to design individual jobs to most effectively use human resources. Traditionally, job design was based on principles of 

division of labour and specialization, which assumed that the more narrow the job content, the more proficient the indi-

vidual performing the job could become. However, experience has shown that it is possible for jobs to become too nar-

row and specialized. When this happens, negative outcomes result, including decreased job satisfaction and organiza-

tional commitment and increased absenteeism and turnover. 
In recent years, many firms have attempted to balance between the need for employee specialization and the need 

for employees to have jobs that entail variety and autonomy. Many jobs are now designed based on such principles as 

job enrichment and teamwork.[5] 

Organizations operating internationally may have to adapt their organizational structures, managerial practices, and 

products or services to differing cultural values, expectations, and preferences. The availability of support institutions 

and the availability and cost of financial resources may influence an organization’s decision to produce or purchase new 

products.  

Technological change can significantly affect an organization. The use of, for instance, robotics affects the level and 

types of skills needed in employees. Modern information technology both permits and requires changes in communica-

tion and interaction patterns within and between organizations. Suggested organisational structure based on common 

model of functional organizational structure with derived E-procurement department is shown on Fig. 2. 
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4 E-Procurement 

The Internet and e-commerce is drastically changing the way procurement and purchasing is done. Use of Internet in 

buying has led to the terms e-purchasing or e-procurement. Communication required for competitive bidding, purchase 

order placement, order tracking, and follow-up are enhanced by the speed and ease afforded by establishing online sys-

tems. Reverse auctions allow buying firms to specify a requirement and receive bids from suppliers, with the lowest bid 

winning. E-procurement is considered one of the characteristics of a world-class purchasing organization. The use of e-

procurement technologies in some firms has resulted in reduced prices for goods and services, shortened order-
processing and fulfilment cycles, reduced administrative burdens and costs, improved control over off-contract spend-

ing, and better inventory control. It allows firms to expand into trading net-works and virtual corporations. [6] 

 

Criteria for e-procurement include: 

• Supporting complete requirements of production (direct) and non-production (indirect) purchasing through a 

single, internet-based, self-service system. 

• Delivering a flexible catalogue strategy. 

• Providing tools for extensive reporting and analysis. 

• Supporting strategic sourcing. 

• Enhancing supply-chain collaboration and coordination with partners. [7] 

 

Fig.  2 Derived Procurement Department of suggested functional organizational 
structure with E-Procurement department 

 

4.1 E-Procurement systems 

E-Procurement systems consist of at least electronic catalogue and baskets of goods collecting the orders. Often the 

E-Procurement system is linked to the company’s Enterprise-Resource-Planning-System (ERP-System) and is thus able 

to synchronize orders and stock and to advice ordering to prevent out-of-stock situations. E-Procurement purchasing 

process with phases is shown on Fig. 3. 

 

 

Fig.  3 E-Procurement purchasing process 
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E-Procurement systems can be divided into three types according to the degree of integration: 

a. Closed systems  

In closed systems the networks of the supplier and the purchasing company are connected via Internet. This needs 

the adaption of their interfaces if they do not use the same software system. As regarded costs-benefits evaluation, this 

system is worthwhile for huge amount of transactions. The common system interface and the connection to the Enter-

prise-Resource-Planning-System maximise the efficiency effect. The functionality includes ordering, order approval, 

synchronization with ERP-System, order tracking, goods receiving and payment.  

b. Half open systems 

Wholesalers with many customers offer half open systems. Those systems (for example On-Demand-Solutions) are 
connected to the internal network of the supplier by a standard interface. The customers can place and track orders us-

ing their browser. Parallel interface to the customer’s system are usual. On-Demand technology offers purchasers the 

usage of centrally provided software and hardware. Especially medium-sized companies take advantages of this E-

procurement solution luring with low costs and short project terms.  

c. Open systems 

Open systems (such as Online-Marketplaces) are particularly in use with maintenance, repair, and operations (MRO) 

goods and connected via Internet. The data exchange takes place through catalogues which are updated by the supplier 

in regular intervals. Public solutions like online-marketplaces offer numerous companies to order on their platform. 

They provide horizontal marketplace function as mediators between suppliers and company purchasers and offer a trade 

platform where suppliers can offer their products to a wide range of consumers and purchasers can compare prices more 

easily.  

 

5 Conclusion  

As a significant part of modern IT, the Internet increases its importance in procurement management. This way 

Internet improves operation efficiency and competitive advantages of the total supply chain, e.g. sharing information, 

reducing cost, shortening cycle, enhancing cooperation, improving service, etc. [8] 

Through investigation, Lancioni et al. found that procurement function of the American enterprises is optimized 

widely because of the utilization of the Internet, for example, GE reduced 40 percent of procurement cost and more than 

50 percent procurement personnel. [9] Hence, procurement management using the Internet has become the most impor-

tant part of e-commerce strategy of the large enterprises [10] and this trend has been developing rapidly in recent years. 

At the same time, e-procurement becomes one of the research fields sponsored primarily by the Institute for Supply 
Management of USA.  

The whole procurement process from planning and order processing to payment can be strategically managed and 

optimized as well as costs become more transparent, verifiable and minimized. Automatic order process involves fewer 

people, minimizes need of interaction and saves resources. A connection to the company’s ERP-System enables effi-

cient procurement processes and optimizes warehousing and purchasing of goods. Pre-selected goods and suppliers 

secure high-quality standard. In general E-Procurement-solutions structure processes in a way that company’s depart-

ments can concentrate more on their core tasks. 
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