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Summary

Examined here are 3 areas People (organisation), Process and Cost. Illustrated is how all three areas are inter-related and therefore cannot be treated separately. The proposition is that ‘The introduction of technology into the procurement process within the Public Sector of the Republic of Ireland leads to fundamental changes in the processes, organisational structures and costs.’  It is proposed to conduct the research by using 3 research methodologies; literature review, cross-sectional survey and an in-depth case study of three selected cases; Health, Local Government and Central Government sectors.
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Introduction

This research is focused on the public sector in the Republic of Ireland. There has been considerable change in practices and processes over the past 10 years with the modernisation of the public sector. Programs such as the Strategic Management Initiative, Management Information Framework and more recently the Benchmarking review have brought the processes of the sector into the public forum.

As a background to these changes, technology has changed over the past 10 years. This change in both the technology and the way it is applied is affecting both the structures and processes of the public sector. Current research in Ireland has failed to look at how services are sourced and procured. Although there is considerable research in the area of Public Administration particularly in the areas of policy, strategy, and programme evaluation, public procurement has not been an area of focused academic research. 

Research in procurement has concentrated mainly on the private sector, and although there is now a wide range of research happening in the field of public procurement outside of Ireland, it has tended to look primarily at single dimensions, i.e. the impact of technology on costs or the impact of technology on structure.

The research examines the inter-relatedness of three areas, people, process and cost, and the impact that technology has on these areas within the public procurement process. 

The proposition is that ‘the introduction of technology into the procurement process within the public sector in the Republic of Ireland leads to fundamental changes in the processes, organisational structures and costs.’

This paper sets out the background to the research. It will look at current models in use. It will then set out the methodology being taken and the current status of the research. 

Background 

In the last 10 years there has been a growing interest in Supply Chain Management. This interest has been primarily focused on the private sector. Supply Chain Management has been used interchangeably with Logistics Management, Materials Management and more recently the emphasis has shifted towards procurement. Perhaps the simplest explaination is to think of a supply chain as having five distinct parts Buy, Make, Store, Move and Sell.  Across these five parts are processes that control the supply chain. Information is passed through these various stages. At each stage there are a number of sub-processes which can be defined as processes in their own right. What we then see across a number of definition (Christopher, 1998, Simchi-Levi et al, 2000, Council of Logistics Management) is a common theme of the supply chain being a process. It is also evident that information related to the process is critical and fundamental for the control, management and understanding of the process. 

McCormack and Johnson (2001) define a process as’… a specific group of activities and subordinate tasks which results in the performance of a service that is of value’. When organizations public or private are examined it is clear that the process view of the organization tends to differ from the traditional functional view. This is clearly seen in table 1.

Table 1 - Process View vs. Traditional Functional View

	Process View
	Functional View

	Emphasis on improving “how work is done”
	Which products or services are delivered

	Cross-functional co-ordination, teamwork stressed
	Frequent “hand-offs” among functions which remain largely uncoordinated

	“Systems view”, i.e., entire process is managed
	Pieces of the process are managed

	Customer Orientation
	Internal/company orientation


Source :
 McCormack, Johnson, 2001.

A process view can be taken of procurement. This is illustrated in figure 1 below. 
Figure 1 - Business Process vs. Philosophy
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This view can be applied to the Public Procurement Process. It has been seen that traditional purchasing compared to modern procurement has tended to concentrate on the 3rd and 4th stages of the process only. 
The view of processes is further complicated by the lack of academic research into the business process management. Meláo and Pidd (2000) highlight four different perspectives on business processes. They state that business processes can be treated as deterministic machines, as complex dynamic systems, as interacting feedback loops and as social constructs. These views can be represented on a continuum (see Figure 2) and are best represented as inter-related facets of a multifaceted reality. Each perspective makes different philosophical assumptions about the nature of business processes, and thus will influence the perspective taken by the researcher in mapping them. In addressing the research and the process of procurement, the approach taken to map the process will have consequences for the epistemological viewpoint taken. It may also influence the data collection in the cases chosen.

Figure 2 - Procurement Process
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With the changes that are occurring in both the Private and Public Sectors it has been concluded that modern procurement is not about doing what an organization already does better, it’s about doing things differently. 

Procurement then is seen as including all the activities required in order to get the product from the supplier to the final destination. It encompasses the purchasing function, stores, traffic and transportation, incoming inspection, and quality control and invoicing. Some organizations would also include salvage and environmental issues as well. Procurement spans the supply chain as defined previously and the management of procurement in a modern organization encompasses Logistics Management as well. 

The definition for the research is that procurement …the whole process of acquisition from 3rd parties and covers goods, services, ICT, and construction projects. This process spans the whole life cycle from the initial concept and definition of business needs through to the end of the useful life of an asset or end of services contract’ (Gershon,1999)

Public Procurement in Ireland

The literature emphasizes in the main Logistics, Supply Chain Management and Procurement in the Private Sector. It is estimated that in Europe the value of public procurement amounts to EUR 900 billion or 12% of Community Gross Domestic Product for the member states (Figures relates to 1995: EC, 1999). In Ireland alone, the total non-payroll spend, (excluding the commercial state bodies), for the public sector as quoted in the E-Procurement Strategy, October 2001, is approximately EUR 8.5 billion. Of this EUR 4.73 billion is spent on supplies and services with the remaining EUR 4.12 billion being allocated to Works procurement.

This huge amount of money is being spent by a large number of government institutions on a wide variety of goods, services and projects. The spend is fragmented across a wide range of sectors. The biggest sector being the Health Sector with a spend of € 1.5 billion per year on the purchase of goods and services for direct patient services.

The E-Procurement Strategy produced by PricewaterhouseCoopers, outlined proposals for the development of e-procurement to streamline the public procurement process. O’Connor (2003) noted “…the projected cost of taking the big bang is huge. While in the longer term there may be considerable savings, the history of failed investments in technology and the prospect of a long payback period are considerable constraints to moving forward.” Furthermore the major structural / organizational and technical changes proposed are skeptically looked upon by the public sector itself.

Currently the Department of Finance is leading a number of initiatives which have come from a strategy proposed internally within the department. This has led to the Department teaming up with the Health and Local Government Sectors, and with the Department of Defense, Justice, Welfare and the Office of Public Works. The strategy focuses on four key strands – building organizational capacity to maximize savings, developing people to sustain improvement, reducing costs through aggregation of demand and improving efficiency through technology.  
The strategy is being rolled out under the auspices of the National Public Procurement Policy Unit.  It is though interesting to note that although the Health Sector has committed to supporting the policy, it has recently undertaken a review (Report by Accenture is waiting to be published) of its strategy. Prior to this report being published and approved, the Health Board Executive (HeBE) updates its procurement policy document. 

Public Procurement Research

Public Procurement Research is a very broad area. The research here focuses on the impact of technology has on the public procurement process.  A number of definitions of technology are offered as starting points for this research. These include

Fletcher (1991)

· Information Technology (IT) is the acquisition, processing, storage and dissemination of vocal, pictorial, textual and numeric information by microelectronics-based combination of computing and telecommunications.

Weill (1992)

· IT includes all hardware, software, communications, telephone and facsimile facilities

De Boer (2002)

· Electronic procurement can be defined as using Internet Technology in the purchasing process – excludes old applications like ordering by telephone or by fax

For the purpose of the research the definition offered is that information technology should be viewed as the whole system rather than as separate technologies (Brady 2003). As Brady points out “…the trend in isolating and researching IT’s individually ignores the collective and cumulative impact of IT…, which a holistic view provides.” It is also noted that IT is viewed by managers in clusters and should therefore be researched in that format. 

To study the impact of IT on the procurement process, one has to look at how IT is assimilated into an organization. The work of evaluation of IT however is different to way that it is assimilated. In the case of this research the work is focusing on how the IT is being used, what changes has it brought about, and is still to bring about. Therefore the stage an organization is at in its assimilation is more critical than an evaluation of the IT using financial assessments, information economics, portfolio methods, balanced scorecards. 

It is worth considering two models that show the development of IT and the assimilation of the IT by an organization. Ward et al (1990) developed a model that distinguishes three periods: a DP era, a management information systems era and a strategic information systems era. This model is focused not on the different eras of hardware technology but rather on the use that systems are directed. In looking internally at the organization Nolan’s (1979) six stage model suggests how an organization follows distinctive stages of growth. This growth is related to the different types of applications being used. In this later version of his model, (see Figure 3) Nolan identified a major change in the management of organizations data processing function , as a shift from the management of the computer to the management of the organizations data resources. The danger with this model as Friedman (1989) noted, is the problem of tenses, organizations are unclear as to whether something has already been done or whether it is merely thought about. This raises concerns when using the model to assess where an organization is. However given that reservation it allows the research to compare and contrast the use of IT in the public sector.

Further work has been carried out by Barras (1986) in his studies of changing patterns of IT in service sector organizations. He characterizes these changes as representing three types of innovation, improved efficiency, improved quality and new or improved services. The key point of this model is that IT was initially introduced to automate manual back office functions, improve efficiency and reduce costs of internal processes. As gains in efficiency were achieved, It use became directed towards improving the effectiveness and quality of existing service activities, such as speed of response or the availability of on-line services. The third type of IT use features the development of wholly new services available to the customers and users of the organization. 

Figure 3 - 6 Stage Process of IT assimilation
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Nolan, R.L., (1979)

Zuboff (1988) suggested a three stage framework model, that of automation, information and transformation. Automation links to the viewpoint that IT since its development has been seen to primarily automate previously manual systems and has been used extensively for routine and tactical activities to improve efficiency. Information provides increased effectiveness and moves the IT development processes to a higher level of benefit. The transformational stage defines an organization with new operations and practices. Adapting these frameworks, the research examines what stage the organization is at. This allows a framework to be developed for analyzing the IT in relation to the organization and the process of public procurement.

De Boers model for assessing the impact of electronic procurement gives an indication of how one element of IT that of electronic procurement impacts on costs. As noted in the paper, though the impact of implementing a form of EP in an organization may relate to four areas, organization, IT, cultural and financial. Similarly this research states that ‘the implementation of IT in an organization for the procurement process has an impact on people (organization), process and cost’. The descriptions by De Boer allow a framework and language to be adopted which enables the current research to assess what the impact of IT has on the costs. The difficulty in the public sector is that the measurement of cost is a new phenomenon and as such there is little base line data available. Primary data collection will include some basic cost gathering.

Harland’s (2000) conceptual model for public sector supply, offers a framework for analysis at the top level of public procurement policy. It offers an opportunity to assess the drivers and factors that have influenced change in the public sector procurement arena. It will allow for the isolation of the technological factors. For the purpose of this research the isolation of technological factors is critical in establishing a link between the technology and the actions taken. Although Harland’s model is designed for the UK public sector, and in particular the health sector, it is worth noting at this stage that the model itself has not been tested in the Irish context.

Figure 4 - Conceptual Model of Public Sector Supply
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Heintze and Bretschnedider (2000) explore whether restructuring in an organization occurs after information technology implementation. They found that IT adoption has little impact on an agency’s structure and where restructuring has taken place it has only very minimal effects on performance. Their findings are important in the context that they examined public sector agencies, where restructuring may be limited due to the nature of the organization. Unlike in the private sector where the implementation of IT should have a return on investment, be that in performance or a reduction in head-count, some re-organization inevitably takes place. In public sector, a reduction in headcount may not be possible, and minimal re-organization may take place. This will be examined further in the research. It is particularly important in the Irish context, given that the E-Procurement Strategic Plan outlined major restructuring requirements as a result of implementation.

Current Research

The proposition being examined is that “The introduction of technology into the procurement process within the Public Sector of the Republic of Ireland leads to fundamental changes in the processes, organizational structures and the costs involved”.

The current research is structured around 5 questions.

· What Changes have occurred in Public Sector Procurement in the Republic of Ireland since 1990?

· What were / are the main internal and external drivers for change in Public Procurement in the Republic of Ireland since 1990?

· What are the current practices and processes in Public Procurement in the Republic of Ireland at present?

· What are the proposed practices and processes for Public Procurement in the Republic of Ireland at present?

· What has been the impact of technology on Public Procurement in the Republic of Ireland since 1990?

In order to answer these questions the research will examine current models of procurement in 3 sectors; Health, Local Government and Central Government. The research is being conducted using 3 research methodologies. They are a literature review, cross-sectional survey and an in-depth case study of three selected cases. Secondary research was required to see what work has been done in this area. The approach taken had to be broad enough to allow for the nuances that business processes have in different organizations and that it should be specific enough to allow for replicability.

The objective of the questionnaire is to look at the how the process of procurement has changed due to the introduction of technology. In designing the questionnaire there are three areas people – organizational structures, process – procedural, manual and automated, and costs need to be examined. 

The outcomes from the questionnaire will be 

· To check that that there has been a change in the procurement process due to the introduction of technology

· To show that people (organizations) , process and cost show up as inter-related factors 

· To illustrate that the concept of technology is clear

· To validate that the sample initially chosen for the case studies is robust

· To ensure that a record of the general experience and knowledge that is in the area of procurement within the public sector is obtained

It was originally proposed to use the Irish Institute of Purchasing and Materials Management (IIPMM) web site as access to its members, but this would have limited choice of participants. The assumption if using this database would be that only members of the IIPMM are responsible for purchasing decisions in the public sector – initial conversations with a number of subjects have stated that this is not the case, so a sample criterion still has to be set up. The criteria for the choosing the sample population will now be based on the following questions

· Does the person have responsibility for purchasing

· What do they purchase – i.e. consumables, capital goods or services ( other categories may apply – a definition will need to be developed for what areas need to be included

· Is the persons part of the committee assessing purchasing decisions or do they purchase on their own

· Are they a full time purchasing professional

· Are they in an ancillary service department but are responsible for purchasing

At present these questions are being used to narrow the population surveyed down to a manageable level whereby the case study data set can be identified. The design of the survey is still to be finalized. The questionnaire is aimed at the public sector. It is not directed at private sector purchasing. This area covers central government, local government and the health sector. 

The case studies will be focused and in-depth in 3 areas, Health Care, Local Government and Central Government. The rationale for using the case study approach is that there a number of processes and interactions such as social functioning and personality in the procurement process which cannot be studied effectively except as they interact and function within the bodies/entities themselves. In the main the case studies will take into account a number of considerations. These will in effect note that a ‘clean theoretical slate’ approach to case study building cannot be taken. This supports the view that Eisenhardt (1989) stated, that the research purpose, site selection, and information gathering requires some rationale, indicating at least some theoretical basis

It is proposed to take a positivist approach. This is on the basis that the procurement process can be readily described by measurable properties (models). This is in line with Orlikowski and  Baroudi (1991, p.5) who classified Information Systems (IS)  research as positivist, if there was evidence of formal propositions, quantifiable measures of variables, hypothesis testing and the drawing of inferences about a phenomenon from a sample to a stated population. 

As Yin (1994) explains it will be exploratory, there may be some a priori theory that is used to select the case sites and the constructs to be examined. The output is planned to be proposals developed based on the observations at the three sites chosen. The operational constructs proposed will be redefined and developed further. It is hoped that the use of multiple sites may be maximally different to highlight the commonalities and differences in the observed phenomena.

The secondary reasons for the choice of case study is that it is now being recognized as the most common form of qualitative method used in information systems research (Orlikowski and Baroudi, 1991; Alavi and Carlson, 1992). It has been concluded by Benbasat et al (1987) that the case study approach is suited due to the interest shifting to organizational issues from technical issues.

Current Status of Research

Currently the questionnaire is under construction. It is planned for this to be issued in July, and follow-up to occur from September onwards. A pilot case study has been agreed within the Health Sector.

Background to Pilot Study

The Irish health service is in a period of transition. Recent reports on organization and financial management have demanded an even greater focus on value for money and “lean” thinking across the service. The Health Board Executive (HeBE) was set up by the Minister for Health and Children. Its board comprises the chief executives of the seven health boards in Ireland, the Eastern Regional Health Authority and its three area health boards. It was established to enable joint working between Health Agencies. The Regional Materials Management Groups and in particular the Regional Materials Manager is the principal initiator / interpreter of purchasing policy and procedures in the Health Agencies in Ireland. 

It is planned to carry out this case study with the Regional Materials Management Group (RMMG) of a Health Board. The role of the RMMG is defined clearly by the HeBE. They have responsibility for the central procurement of all goods and services for the regional authority, the development of policy and procedures, as well as Inventory Management and Systems Development. The RMMG plays a significant role in the Procurement Process for the Health Sector. A longitudinal case study is being designed with the RMMG. It is planned to use this case study as an exploratory study in the Health Sector and to replicate the work with two other Regional Management Groups. 

At present the work plan is being finalized and will be presented to the RMMG by the end of March. It is also planned to explore the possibility of working with a shared services centre in the Health Sector. 

Work on the local government agencies has yet to begin. A case subject has been identified. The case study subject for the Central Government agency has yet to be identified. 

Conclusions

The current interest in e-procurement and its applications for the public sector make this a relevant and timely research topic. The models currently being used for looking at procurement have either been focused on the private sector or on public sector bodies outside of Ireland. Given the growth in the use of technology, the proposed changes to the structures of the public sector and the rising cost of managing the sector, it is appropriate that the research be focused on the impact that technology has on People, Process and Cost. 

This paper has set out the background to the research. It has described the current profile of public sector procurement in Ireland. It has set out the models proposed and has described the methodology. The current status of the research has been described and the background to the initial pilot study illustrated.
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