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Abstract:  The purpose of this master’s thesis is to examine the process of creating values 

in a purchasing organisation; meaning in which areas created values can be 

added and what affects the possibility to do so. In addition, the study looks into 

what can be improved to further enlarge the business spectrum. Through these 

outlines, a survey has been made to investigate the view on created values from a 

purchaser, management and supplier perspective. This gives several aspects of 

within which areas you can work with added values. 

 

 The study is based on a questionnaire to 60 purchasers at Scania CV AB 

(Scania). In addition, interviews with three sourcing managers and the 

management at Scania, as well as with three suppliers have been made. We 

further used empirical information documentation of general strategies. The 

theoretical frames are taken from theories within the research field of hidden 

costs, the procedure of purchasing and the type of measurements called Key 

Performance Indicators.  

 

 The thesis demonstrates that to a certain extent sourcing managers already work 

with increasing the business spectrum by adding values. But even though Scania 

is a company with a mature purchasing organisation there are still several areas 

where the work with created values can be improved, for example within process 

development and administration. As many different respondents pointed out a 

close relationship with the supplier is necessary to be able to come up with more 

cost efficient solutions for both Scania and its suppliers. To motivate working 

with created values the management also needs to measure the results. 

Furthermore, it is very important with relevant experience in order to understand 

the total product cost. As there are many new employees within the investigated 

purchasing category, Scania needs facilitate the flow of information from all 

departments. In addition to this the company needs to support with earlier 

experience, in order for the employees to be able to work with created values. 

Otherwise, the focus will continue to be upon price reductions, which does not 

benefit the development of the business spectrum. 
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1 Increasing the business spectrum 

The traditional way of doing business is to negotiate about the price. Price is a concrete 

figure, easy to compare in-between and a visible measurement. But as Rita Mae Brown once 

said - “Insanity is doing the same thing over and over again, but expecting different results.”  

(Baker, H., Laseter, T., 2002). Technical development and companies’ specialisations have 

made business relations less interchangeable, as it leads to more complicated orders. The 

relationship between purchasers and suppliers has generally become closer and the power-

balance more even. The possibility to decrease the margin is often limited due to the fact that 

competition has forced both suppliers and purchaser to reduce unnecessary costs (Gadde & 

Håkansson, 1998, ch.1). Especially nowadays, with the global crises, margin reduction will be 

hard as the cash reserve of companies in financial difficulties often is rather small if existing 

at all (di, 2008).  
 

When the supplier-purchaser relationship is as dependent there need to be a wider perspective 

on the business. Instead of focusing on price reductions the focus must be on total cost and 

total profitability. New negotiation areas need to be found where value can be created (Unt, 

2004 ch.3). To illustrate the possible use of created values in business relations we choose 

Scania CV AB (from now on named as Scania) as a company for investigation. Scania is a 

large worldwide company that has been doing business for more than a hundred years. This 

mature organisation has many long time relations, which they have reached the stage when a 

need to enlarge the business in new areas is necessary.  
 

Created value, also known as added value, is a vague concept with a large set of definitions. 

To add something extra without paying more for it is a common explanation but also actions 

that cost money can add value and give multiple back in the form of saved costs, longer 

lifetime or lower risks (Iwar Unt, 2004 ch.3).  
 

Created value is a well discussed topic but most frequently out of a seller’s perspective. In 

this thesis the perspective will be that of the purchaser’s instead.  The questions we will 

answer are; In which areas can added value be created in a business relation? and What 

affects the possibility to work with created values from a purchasing perspective?  
 

The purpose with this thesis is thereby to illuminate the concept and process of created values 

as well as the possibilities to add value in different areas of the business spectrum for Scania’s 

purchasing organisation. 
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2   Previous studies on creating values 

In the process of collecting material for the base of this study we found that creating values in 

a business situation seemed more to have been discussed from a sellers’ perspective. This can 

be because the customer has changed between suppliers easily before as the products have 

been less complex. The seller had to make the effort to convince the customer that they would 

get most value out of buying their product. But this is not really the case nowadays, not in all 

situations at least. Long-term supplier-purchaser relationships need to have a give and take to 

get the best pay off and for that reason the process of creating values cannot be 

singlehandedly placed on suppliers. The lack of studies on creating values from a purchasing 

perspective made us wondering how it really worked in a purchasing organisation and if we 

could find areas where the adding value process could be explored further. 

2.1 Created values 

When two companies start doing business there is always some kind of double work going on, 

for example double administration, or the development of the same product at both 

companies. There are possibilities to restrict this double work and add value to the business 

by co-operation. By creating values the negotiation space can be made larger, which will 

benefit both supplier and buyer. However, depending on how much the negotiator is guarding 

his turf the possibilities to create values will be affected. Companies have different 

experiences, knowledge and creativity levels and when the two parts start to interact a 

synergy effect will be created, the sum of 2 plus 2 is much larger than 4. But extra value is not 

something that will be created single-handedly; it depends on the personal chemistry between 

the two parts in the constellation. Processes should be located where they are done most 

efficiently (Iwar Unt, 2004, ch.4-5). 

2.2 Purchasing behaviour 

According to David Ford, supplier relationships are one of the most important assets of a 

company (Ford et al., 2005, p.95).  However, companies used to change suppliers when a 

supplier’s performance was seen to be inadequate. Nowadays the general main effort seems 

instead to be helping suppliers to enhance their performance (David Ford et al., 2005, p.114). 

Unt says that if there is motivation, an open mind and freedom for the purchasers in an 

organisation, large value can be created together with the supplier (Iwar Unt, 2004, ch.5). 
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Traditionally, the negotiation space in purchasing was the difference between the highest 

price the buyer wanted to pay and the lowest price the seller was willing to sell for. But the 

real negotiation space is often much larger. According to Iwar Unt it includes both the 

traditional negotiation space plus created value (Iwar Unt, 2004, ch.5). That is, a company’s 

purchasing behaviour does not only affect the direct purchasing costs, the unit price, but a 

large number of other costs are influenced by the way a purchaser negotiates (Gadde & 

Håkansson, 1998, ch.3).  

 

As theory for our thesis we use the Iceberg Model1 in order to illustrate the product’s hidden 

costs and the Sourcing Circle2 to illustrate where in the purchase business created values are 

initiated. Another important part of the work with creating values is the possibility to 

measure; therefore we also discuss the use of Key Performance Indicators. The theories we 

compare to the strategies that the automotive purchasing department at Scania show on their 

intranet complemented with interviews with people from process development groups and 

management. Furthermore, questionnaires were handed out to purchasers and additional 

interviews were made to observe how purchasers view their own work with created values. In 

the end we also interviewed some suppliers to get their opinion on the work with created 

values at Scania. 

2.3 Supplier Relationships 

In a purchasing situation you encounter different levels of involvements with suppliers. All 

supplier relationships cannot be equally close; to develop a close relationship is costly and 

requires commitment and time. To identify the most profitable level of closeness for each 

supplier is a part of the purchasers’ work. With a close relationship there is a risk of 

dependency. However, if you avoid this you can loose the benefits a close involvement can 

bring in terms of efficiency improvements leading to cost savings, not only in the form of 

price reductions but also hidden costs, and revenue increases. Nevertheless, normally 

relationships between purchasers and suppliers are more or less interdependent. Therefore, the 

risk of exploitation of either party is rather limited (Gadde & Håkansson, 1998, p.54-56).  

 

                                                 
1 See figure 1 p.8 
2 See figure 2 p.10  
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Moreover, suppliers often have specific skills which the purchasing company does not 

possess, e.g. product know-how and market potential. The purchasing company can seize this 

by allowing the supplier to participate in the development of new technologies, which can 

lead to both reduced development costs and provide more customized components for the 

buying company's products (Gadde & Håkansson, 1998, p.82 ff.).  

 

Depending on the number of suppliers and the closeness of the relationship there are two 

possible strategies. The target of both strategies is to decrease the company’s total cost, but 

their approaches differ. When using several suppliers with a lower level of proximity the 

competition between them can help reduce the price. However, in situations where the 

number of suppliers is small and the relationship is close, the suppliers will have a stronger 

position in relation to the purchaser. This makes it more difficult to capture the margins and 

you need to find other areas to work with. By for example developing systems and processes 

you can affect indirect costs such as: investment, loss, transportation, administration etc. In 

contrast to the multiple-sourcing strategy a single-sourcing strategy often needs to be on a 

more long-term basis (Gadde & Håkansson, 1998, ch.3.4).  

2.4 The Iceberg model 

 
Figure 1 the Iceberg Model, Free translation  Source: http://inkop-112.atspace.com/html/anbudsutvardering.html 
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In the Iceberg model various cost items are illustrated which can be taken into consideration 

in the purchase business. Above the surface of the iceberg the most noticeable cost item – the 

price is visible, i.e. the unit price paid for a part. Beneath the surface, on the other hand, lurks 

a whole host of other costs that can be affected by a purchaser in a negotiation with the 

supplier for example cost for production, goods handling, cycle time, storage, capital, supplier 

handling, engineering, training, parts & service, commissioning, installation, retirement and 

maintenance (Gadde & Håkansson, 1998, p. 56 & 73).  

 

According to Gadde and Håkansson the hidden costs are not immediately visible, as they arise 

throughout the product’s lifetime. Therefore they are easy to forget in the beginning of a 

negotiation process. However, these costs are fairly large compared to the price and can 

actually be affected already at the negotiating table with the support of a good strategy (Gadde 

& Håkansson, 1998, p.74). 

 

The cost savings can for example be savings of administrative costs which can become a quite 

large part of the cost for the product, especially if the unit price is low this share of the cost 

can be quite large. (Gadde & Håkansson, 1998, p.74-75). 

 

The handling of materials, so-called logistic costs, is another area where large cost-savings 

can be made. These costs are difficult for the purchaser to know the magnitude of. It is also 

hard for the purchaser to see which effects a higher effectiveness of external and internal 

transports, material handling or store-keeping could have for the costs of the company (Gadde 

& Håkansson, 1998, p.75).  

 

Several companies have modified the Iceberg Model to fit their use and one of the more 

known versions in the literature is the iceberg model adjusted for Kodak. According to 

Kodak’s estimates of the costs below the surface, the so-called hidden costs, they are two and 

a half times as great as the unit price. Kodak plans to overcome these costs by a closer 

supplier involvement and increased standardization (Gadde & Håkansson, 1998, p.74). 

Therefore, Kodak came up with some criteria for evaluation of the partnership, for example; 

amount of technical support, number of innovative ideas, suppliers’ ability to communicate 

effectively, flexibility shown by the supplier and supplier identification with Kodak’s goals 

(David Ford et al., 2005, p.114). 
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2.5 The sourcing circle 

One purchasing model that visualizes the importance of created values is the Sourcing circle. 

The circle shows the relationship between the need of having cost insight (knowing the value 

of the product) and competitive insight (knowledge about the actors on the market). With the 

help of these two insights the purchaser needs to balance four key challenges; Capture 

margin, Reduce cost, Manage demand and Create value. The chasing arrows in the model 

indicate that the elements depend on each other (Baker & Laseter, 2002). 

 
Figure 2 the Sourcing Circle, Source: Baker, H., Laseter, T., The Four Phases of Continuous Sourcing 

 

The first step in the circle, capture margin, is the most common activity within purchasing. If 

there are several suppliers on the market, the use of competitive threats is considered to be 

effective here. However, too much reduction of the supplier’s margin can lead to financial 

difficulties and will show in the supplier’s investments in innovation. Therefore, the purchaser 

cannot only stay in this part of the sourcing circle.  A cost insight will help uncover if the 

suppliers have excessive margins, as well as give a better understanding of the price level than 

price comparisons would do (Baker & Laseter, 2002). 

 

The second phase of the sourcing circle, reduce cost, focuses on the supplier’s total costs; not 

only the margins. Some examples of cost reduction are process efficiency or moving 

production to countries with low labour costs. At this stage there need to be an evaluation of 

the manufacturing technology in order to estimate if it can be better suited to the company’s 

specification, and also as a support for eliminating waste (Baker & Laseter, 2002). 
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The third phase, manage demand, requires support from the rest of the organisation. At this 

point, the purchaser should challenge the quantity, the quality and the service levels. There 

should be an evaluation of the market demand; are all the features of the product desired and 

are the customers willing to pay for them, are important questions to be asked (Baker & 

Laseter, 2002).  

 

In the forth phase, creating value, where the result does not show directly in cost reductions or 

increase in revenue it will be tougher to convince the organization that actions will lead to 

lower purchasing costs. This stage is therefore usually not as prioritized. But if the first three 

phases are thoroughly and successfully completed the organization will probably be more 

willing to accept new value-creating ideas. Besides understanding the true production cost 

and having a competitive insight it is important to have a full understanding of the overall 

business economics, the creativity to imagine new paradigms and the credibility to convince 

others to accept the risk (Baker & Laseter, 2002).  

2.6 Key Performance Indicators 

To implement a particular action you want to be able to argue for that the proposed action is 

the one which makes the most substantial impact on profits. To calculate the direct impact on 

the result can be really hard, but in those cases key performance indicators (KPI) are helpful. 

However, in these situations it is important that the indicators are measuring the right 

parameters in order for the measurement to show the right effect (Bino Catasús et.al., 2008, 

p.3-4). 

 

Key performance indicators are often numeric values that are used to describe a relationship 

between different parameters, for example solidity, average age, number of errors. But these 

values do not have to be a key performance indicator to all companies; it is the values that are 

important for the company that are referred to be KPI.  

 

In many situations key performance indicators can be excellent facilities but there can also be 

some problems of principle with KPI’s. KPI’s only show the situation from one aspect and it 

is difficult to evaluate the measurement as it is mostly based on estimations. One way to deal 

with these problems is to use several KPI’s to capture several aspects. Another problem is 

when information becomes too extensive. The surplus of information makes the decision 
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making more difficult instead of the opposite. Moreover, it can be a problem with functional 

fixation. If the base for a KPI is changed it is difficult for an individual to assess the KPI 

correctly (Bino Catasús et.al., 2008, ch.1).  

2.7 The effect of reality, criticism of the study 

The result of our study is depending on the individuals working as sourcing managers for the 

company at the moment. Their view on created values can depend on education, their 

experience of purchasing, experience from other companies with different strategies, 

experience of the selling business and many other factors. A future study on the strategic 

segment at Scania will therefore probably not give exactly the same result. However, this 

study gives an indication of the general apprehension at this moment. 

 

Another difficulty with soft variables like created values is that there are many different 

definitions of the meaning. During the time we have spent at Scania we have had several 

discussions about what created values mean to the sourcing managers and how value adding 

activities can be applied from a purchasing perspective. Their personal definition of the 

variable will affect their answers in the questionnaire. We have heard arguments for a 

parameter having a high value because of not being negotiable; others say that this makes the 

parameter not valuable at all. Another problem with questionnaires is that the respondents’ 

answers can be biased in order to please management. Therefore we made additional 

interviews both with sourcing managers, suppliers and management. 

  

That the world at the moment is in a severe critical economic situation, where especially the 

manufacturing industry has been hit really hard during the last couple of months, has affected 

companies’ strategies and prioritisations. This will probably also give us a different result on 

our questions than in a normal economic situation as the sourcing managers might have other 

priorities. The effects of the global financial crisis need therefore to be considered when 

evaluating the results of the thesis. 
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3 About Scania CV AB 

Scania was founded in 1891 and is one of the leading companies in the heavy transport 

industry. Its main product is heavy trucks. Scania’s product range contains about 20 000 part 

numbers. It is a global company that operates in Europe, Latin America, Asia, Africa and 

Australia and with production facilities in both Europe and South America. Globally Scania 

has more than 35 000 employees, out of which 500 work within the global purchasing 

organisation (Scania a, 2008). 

 

In the eyes of their customers and competitors Scania wants to be considered a premium 

brand, hence its core values are quality, customer first and respect for the individual (Scania 

a, 2008). Respect for the individual means according to Scania that the company values and 

makes use of every employee’s knowledge and experience to get higher quality and better 

efficiency in the process. Corporate social responsibility is also tightly linked to this value 

since this reflects how every employee at Scania should behave in the relation to his/her 

surroundings and co-workers (Scania a, 2008). In August 2008 the company received an 

award from the Swedish business weekly Veckans Affärer for its work with corporate social 

responsibility (Veckans affärer, 2008). 

3.1 Structuring by division 

As Scania is a large company with several hundreds of sourcing managers and even more 

suppliers the need of a structured purchasing organisation is large. A purchase involves many 

different stages and areas and therefore a single supplier may need to be handled by more than 

one sourcing manager. The use of one single strategy is not suitable for Scania as it purchases 

many different products from various markets. However, it is impractical to have one strategy 

for each part; therefore a classification of the products can be helpful. 

3.1.1 The purchasing organisation 

The purchasing organisation at Scania is mainly located in Södertälje. The value of the 

purchases is more than 40 billion SEK, out of which the automotive purchasing has the largest 

share (Scania b, 2008). 
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Figure 3 Scania Global Purchasing organisation chart, Source: Scania b, 2008 

 

Within the area of automotive purchasing, which is the focus of this thesis, there are several 

group formations in a kind of matrix organisation. Each department has mainly two different 

categories of purchasers. They are called Project sourcing managers and Production sourcing 

managers. The project sourcing managers buy parts for new projects and the production 

sourcing managers work with the daily production purchasing and have the main 

responsibility for the suppliers. The automotive purchasers are in total responsible for about 

800 suppliers (Scania b, 2008). 

 

According to the Scania principles, the main objectives for the purchasers are Quality, 

Delivery and Cost. The suppliers should assure 100 % quality, delivery should always be 100 

% on time, and all deviations should be reported. Low cost should be obtained by long-term 

relations with the suppliers alongside continuous improvements. The purchasers also need to 

follow up that the suppliers are profitable and that there are an optimal number of suppliers 

within every commodity. In addition to these objectives, Scania works with consumption-

driven material control and wants all its suppliers to actively come up with suggestions that 

reduce total cost (Scania a, 2008). 

3.1.2 Strategic classification of parts 

All parts that are purchased by Scania are classified into different segments in order to 

facilitate for the sourcing managers. Scania bases its classification on Kraljic’s matrix model 

for supplier strategies (Scania b, 2008). The matrix is divided into four different fields; 

Routine products, Leverage products, Bottleneck products and Strategic products. The axes in 

Kraljic’s matrix are based on Profit impact and Supply risk, which also Scania uses 

(Gelderman & Weele, 2003).   
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Figure 4 Kraljic’s matrix, Source: Gelderman & Weele, Handling measurement issues and strategic directions 

in Kraljic’s purchasing portfolio model(names from Scania b) 

 

In our thesis we have focused on strategic products, which have a high financial risk, often 

represent a considerable value for the company, and have high supply risk (Caniëls, 

Gelderman, 2005).  The cooperation with suppliers who sell strategic products is often close 

and on a long term basis. The number of suppliers in this segment is small which makes a 

change of supplier difficult, it takes a lot of time and effort, often several years. Hence, this is 

a category where supplier and customer are mutually dependent and therefore will have a 

need for negotiating about other areas than the price in order to increase the business 

spectrum. Of Scania’s 20 000 purchased parts the parts in the strategic segment represents 

about 2 %, but of the total turnover the strategic area stands for more than 25 % (Scania b, 

2008).  
Number of parts                  Total turnover 

                        
(B = Bottlenecks products, L = Leverage products, R = Routine products, S = Strategic products) 

Figure 5 Share of Scania’s purchased parts, Source: Scania b, 2008 

3.2 Purchasing tools at Scania to obtain created values in supplier-relationship 

The automotive purchasing at Scania has had a large focus on cost reduction and value adding 

methods since the beginning of the 1990’s, when the company initiated an experience 



 16

exchange with the automotive company Toyota. Scania has a lot of documentation about 

created values and the importance of using them. There are also several models which include 

the need for utilizing created values. Most of the models are based on general business 

theories and many of them emanate from the cooperation with Toyota. The intranet is used as 

a platform by the management to illuminate the strategies to their employees. The work of 

sourcing managers includes strategic, operational and administrational parts, and the need for 

support for the employees within these areas is large especially due to lack of time (Scania a, 

2008). 

3.2.1 The Scania modified Iceberg model 

One model that is used by Scania’s global purchasing is its own version of the Iceberg Model. 

                                                     
Figure 6 the Scania Iceberg Model, Source: Scania b, 2008 

 

As in the original model price is above the surface, i.e. the visible cost. The hidden costs in 

the purchasing process are according to Scania; support, logistics, life cycle cost, 

maintenance, installation and administration (Scania b, 2008). The concepts are wide and 

leave it up to the sourcing manager to decide which activities to focus on. 

3.2.2 The use of the sourcing circle 

The basic ideas from the sourcing circle designed by Baker and Laseter3 have captured the 

interest of global purchasing management at Scania. However, as both the responsible within 

the process development group and the senior vice president for global purchasing put it; you 

cannot copy-paste the model, because it will not fit perfectly within the strategy for the 

                                                 
3 See figure 2, p. 10 
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purchasing organisation. Therefore, the model is used as a mind-setter for the sourcing 

managers. The steps in the circle should not be followed slavishly as every relationship with a 

supplier is different and the parameters (e.g. power-balance and market economy) for the 

relationship constantly changes. So to get most out of each supplier relationship you need to 

follow the change and approach the supplier differently depending on the situation. The most 

important parts of the model to keep in mind for the sourcing managers are the cost insight 

and the competitive insight. Before they have a relevant knowledge of these two aspects for 

their product range it is difficult to work with any of the concepts within the circle (Process 

development responsible & senior vice president for global purchasing, 2008). 

 

Even though the philosophy behind the sourcing cycle is used in some ways within the 

purchasing organisation at Scania already, the model is under implementation and all the 

activities that could be done in accordance with this model are not yet determined (Process 

development responsible, 2008). Nevertheless, there are other tools in the Scania purchasing 

organisation to help with the different areas of the model, for example to improve cost 

reduction, competitive insight and cost insight. A couple of these tools will be explained in 

the section below. 

3.2.3 Strategic tools 

The Business Analysis Group helps with the financial analysis of a supplier. With this 

information the risks associated with the supplier can be acknowledged and a picture of the 

future business potential can be given. The information can be useful in the selection of new 

suppliers as well as in the negotiation process with existing ones.  

 

To help sourcing managers with the cost insight in their work a Cost Engineering group is 

available. The cost engineers disassemble the parts, weigh and measure them and calculate an 

approximated price. The price is based on the raw material price indices and material 

overhead, production costs, overhead and profit estimations. The cost breakdown is also a 

useful tool for understanding which parts are driving the costs of a product in order to find 

alternative manufacturing processes or geographical areas (concerning labour- and facility 

related costs) as well as in perceiving how the suppliers calculate profit on part level.  

 

There is also one group of people working with advising the suppliers in improvements of the 

processes according to Scania Production System (SPS). The idea of SPS is to identify a 



 18

normal situation, making continuous improvements and standardizing production. This is 

achieved by following Scania’s priorities (safety/environment, quality, delivery and cost), 

produce what is demanded and doing it correct from the beginning. The group helps the 

suppliers with identifying problems and finding areas for improvements. Scania benefits from 

this work as it creates a lean production, reduces waste and saves costs, which will affect the 

price for the purchased parts. 

 

Figure 7 the SPS House, Source: Scania a, 2008 
 

Another action taken from Scania is Supplier Financing. Suppliers are given the possibility to 

sell the invoices made payable to Scania to a bank, where Scania gets a better interest than the 

supplier normally has. This way the supplier gets cash immediately and Scania receives more 

favourable payment terms from the bank. The system of selling your account receivables is 

also known as Factoring and due to the world crisis increasing liquidity has become essential 

to many companies (Dagens industri, 2008).  

3.2.4 Scania purchasing Key Performance Indicators 

One way for Scania’s management to follow up that the sourcing managers are focusing on 

the right areas in their relations with the suppliers is to use Key Performance Indicators. These 

indicators measure the performance of the sourcing managers as well as their suppliers in 

selected areas. The three main areas are Quality, Delivery and Cost. If the quality from the 

supplier is poor in some way (for example product quality or packaging) the supplier receives 

a failure report from Scania and the number of reports is then measured. Furthermore, Scania 
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measures the delivery precision from the supplier, whether or not the products are delivered 

on time. Shortages on the vehicles is another measurement. If a supplier causes a shortage on 

a vehicle it will cost Scania a lot of money as the vehicle cannot be delivered to the end 

customer on time. 

 

The cost measurement is based on two different cost areas, raw material and economics. 

Differences in raw material prices that affect the unit price are measured and there is also a 

specific reduction target for the volume value, the number of articles bought multiplied with 

the value of the article that is bought from each supplier. 

 

Another important measuring category, besides the three main focus areas, is 

Safety/Environment. Suppliers are measured by if they are certified according to international 

environmental standards. 

3.3 The method of questioning sourcing managers 

To find out how the sourcing managers rate different created values and how they feel about 

working with them we made a questionnaire. By using a six graded scale with possible 

answers between “no value” and “high value” the aim was to get the purchasers to prioritize 

among created values in relation to price reductions. Using a graded scale made it easier to 

draw statistical conclusions, but at the same time we were aware of the possibility that the 

sourcing managers would find the eligible answers unsatisfying. The risk that the questions 

would be interpreted differently depending on the respondent answering was partially avoided 

by spontaneous discussions with the sourcing managers concerning the questions. This also 

gave the sourcing managers the possibility to comment further on their answers. At the end of 

the survey there was also room for own comments. We have not used the spontaneous 

discussions as facts for our thesis, but the comments broadened our vision on the subject and 

guided us to new areas to investigate and what kind of questions to be asked in the interviews. 

 

In order to minimize loss of and misunderstandings of the questions the questionnaire was 

handed out to each sourcing manager personally, while we explained the intention with our 

investigation. Most of the questions in the survey were related to prioritization of own work 

or opinions regarding management support and therefore we decided that the chances of 

receiving more truthful answers increased if we gave the sourcing managers the choice of 
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being anonymous. Because of the anonymity this source could be considered unreliable as it 

makes it difficult to verify what the respondents said and as there was no possibility for 

further questions when we suspected that someone had not understood the question correctly. 

However, we made a conscious decision to let the respondents feel confident that they would 

no be singled out in our analysis. 

 

To investigate how the use of created values in the business relation differ and how much it 

depends on the experience you have as a purchaser, we divided the respondents into groups 

based on general purchasing experience and groups based on experience as a sourcing 

manager at Scania. With the help of sourcing managers and the human resource department 

we were able to categorise beginners (up to four years experience), a middle group (four to 

eight years) and more experienced (eight years or more).  

 

The criteria for the division was a bit different between the two groupings, the first one was 

based on the experience of purchasing while the other one was based on the knowledge of the 

specific strategies of Scania. In the second grouping the discussion showed that during their 

first year sourcing managers get a basic knowledge of the strategies. To test this division we 

separated all questionnaires of the sourcing managers who have been working for one year 

from those who had been working for two years. We could then confirm that their general 

knowledge, according to themselves, went from basic to good during their second year. 

However, to get a full view of the strategies not only for the purchasing department but also 

understanding the whole company you need about 8 years according to the managers. In the 

questionnaire it showed that most sourcing managers found their knowledge of Scania’s 

strategies for working with added values to be basic or good. The longer you had worked at 

Scania, the better you perceived your knowledge to be.  

 

Of the 49 respondents nearly half of the group had worked three years or less and about a 

third had worked more than eight years, so the middle group of four to seven years of 

experience is a bit smaller, 9 people. We still found that enough to draw some conclusions. 

However, this division does not have to be the representative for the total strategic segment 

purchasing group as we have a loss of 18% which we cannot categorise due to anonymity. 

 

We also separated the production- from the project sourcing managers to see if we could find 

any differences between these two groups. Of the first group, up to three years, almost 80 % 
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were production sourcing managers while after that there was a more even split, though still a 

majority of production sourcing managers. This may explain why the first group had a 

different opinion in some questions (see Appendix 7.2).  

3.4 The grading of created values according to sourcing managers 

There are especially three areas which are very important to most sourcing managers 

(appendix 7.2). These have a high value in negotiations with suppliers. The most important 

area is Quality as about 67 % of the sourcing managers value this high. Several sourcing 

managers even say that quality is so important that you do not even discuss it in negotiations; 

the suppliers just have to fulfil the demands from Scania. The other two high valued areas are 

delivery performance and process improvements. Delivery performance gets more valuable 

among those with a longer purchasing experience while process improvements seems to be 

more important to the newer ones. The state of the global market with the financial crisis 

affects the importance of the financial status of the supplier. This is valued as having a fairly 

high value according to 55% of the sourcing managers. However, we do not know to what 

extent this prioritisation is affected by the circumstances and what the normal situation would 

look like. 

 

Some of the areas investigated get less and less important the longer the sourcing managers 

have been working (e.g. payment days and supplier location), whereas the areas after market 

business and warranty conditions are low prioritized in general. 55 % of the sourcing 

managers value these two areas fairly low or even low. Administration costs are the most 

differentiated valued. Quite a few value this area fairly low or low, but there are also about  

37 % who value this on the opposite side of the scale. Although we can notice a slightly 

higher value from the sourcing managers employed for a longer period of time. 

 

The other departments at Scania can also be affected by the work of purchasing and according 

to most sourcing managers these other departments do have a fairly high or even high impact 

on the areas discussed in a negotiation. However, 12 % of the sourcing managers, mostly 

those who have a longer experience of purchasing, thought that the other departments only 

have a fairly low or even low impact on their purchasing work. 
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According to the sourcing managers the management encourage price reductions a lot, 

although we have acknowledged that the new employees feel slightly less encouraged. The 

support for working with added values is fairly high as well (according to about 53 %) but 

visibly lower than the encouragement for price reductions (97 % claims that this is fairly high 

or highly encouraged). In this area there is also a large part of the newer sourcing managers 

who feel that they do not receive enough support.  

 

One way to value the work of sourcing managers is by using Key Performance Indicators, 

which generally seem to have an importance to their work, especially among the production 

sourcing managers. The most important one in negotiations is cost development economics, 

about 75 % value this indicator high. Also cost development raw materials and shortages per 

vehicle are important to them.  

3.5 Interviewing sourcing managers 

From each of the three groups based on experience as a purchaser, we interviewed one person, 

which we picked randomly from a list of sourcing managers we received from the intranet.  

We got one with 3 years of experience of purchasing, one with 4.5 years experience and one 

with ten years. Two of the interview subjects had spent their whole purchasing career at 

Scania while the person from the middle group had worked with purchasing for another 

company for about two years. The three interviews took about 45 minutes and were held in 

person. 

3.5.1 What is added value? 

According to the interviewees added value is something extra, but also cost reduction 

activities can count as added value. If the supplier is reliable with no delivery delays or is 

good at internal problem-solving an extra value is added. The supplier can create value by 

facilitating for Scania, they are required to understand Scania and know which consequences 

their actions give. There need to be proactive work to create added value and the supplier 

needs to contribute with knowledge. Especially for new sourcing managers the knowledge of 

suppliers can be very helpful for understanding the product bought. There can also be value 

added within the purchasing organisation by an exchange of knowledge and experience 

between the co-workers. Individuals who have experience from similar businesses can add 

value by sharing different thoughts and ideas with others in the organisation. The sourcing 
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managers agreed that an added value is a very vague concept and you need to be able to 

measure it to reach the full potential of it.  

3.5.2 Encouragement from the management 

One of the interviewees said that the encouragement for working with added values is 

nonexistent; all that matters are the measurements. But the other two mentioned that even 

though the main focus is on price reductions, management has a holistic view. Working with 

activities that add values to the business (e.g. prolonging the payment days, improve delivery 

performance and quality) is appreciated but due to lack of time and too high employee 

turnover there is not much attention paid to it. On the other hand, by introducing for example 

the cost engineering group the management shows that having a holistic view is important.  

But it is hard to show the cost savings of for example improved quality which makes it 

difficult for the sourcing managers to motivate their actions. In our spontaneous discussions 

with the sourcing managers they all had different opinions on the encouragement from the 

management and whether it was helpful or not. It was one of the more engaging topics and 

seemed to be important to the sourcing managers. However, both management and sourcing 

managers explained that management’s demands need to be considered as a frame-work not, 

as rules. Too much encouragement on certain things can scare the sourcing managers from 

thinking “outside the box”, which sometimes is the case at Scania, another one of the 

respondents says. Even the management says that it is not good if the sourcing managers act 

in too similar ways. If this is the case it will be too easy for the suppliers to predict the 

sourcing managers and the power-balance would be too uneven. Nevertheless, 

encouragements as well as measurements are functional in difficult times. 

 

One of the respondents, which had previous experience, mentioned that Scania is more cost 

focused than other companies but at the same time broader activities are motivated. 

Management is anxious to keep a good relationship with the suppliers in several ways, but 

there could be more activities made to get a better relationship with the largest suppliers. The 

interviewees mentioned that the largest suppliers should be regarded as partners, which will 

lead to improved relations and increased information flow from both sides. Nevertheless, too 

close a relationship is not good either because you will not be able to do good business and 

put demands on each other. 
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3.5.3 The importance of experience 

In negotiations with suppliers it is good to be prepared with insight into all the soft variables 

(e.g. delivery performance and financial status). However, before most negotiations the 

sourcing managers lack the time to collect all this information. Despite the fact that there are 

many good tools to use, there are sometimes too many tools and they are not always up to 

date. For new employees especially, this is a big problem. One suggestion from the sourcing 

managers to overcome this problem is to have some sort of mentor when you are newly 

employed. If the sourcing managers could be more knowledgeable about the soft variables 

they believe that they would have better arguments for reducing the price. One of the sourcing 

managers said that Scania needs to be more specific when spelling out what the company 

wants from its suppliers when it comes to soft values. In this way the suppliers know what 

other areas than price they can improve. 

3.5.3 The use of KPI’s and created values focus 

Regarding the KPI’s the sourcing managers say that sometimes the focus ends up on the 

wrong things. Activities that are not measured are often not prioritized as highly as the ones 

who are. Furthermore, the measurements should be adjusted to better suit the different groups, 

and there should be better personal follow ups in order to achieve good results. One important 

thing, according to the sourcing managers, is that you should not have too many 

measurements, it gets confusing. There is also an internal problem at Scania as the strategies 

and the measurements of the different departments sometimes work in opposite directions. 

 

Between the different departments at Scania there is a give and take but at the same time there 

is a competition between them. Cross-functionality is needed but not always achieved and this 

needs to be improved according to the sourcing managers. The management at Scania has 

cross-functional meetings, but the holistic view does not get spread throughout the 

organisation.  

 

At the moment the focus is a bit different from usual due to the critical global economy. The 

financial status is important right now, but normally this is not much discussed. Furthermore, 

the business discussions depend on the type of product purchased and which market the 

supplier acts on. When it comes to the location of production, corporate social responsibility 

and the after market sale this is especially true. Nevertheless, price, quantity and delivery 

performance are measured by Scania and will therefore always get a lot of attention. Also 
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product improvements and volume are frequently discussed in negotiations. Other things 

mentioned as topics of discussion are payment days, lead time and process improvements. 

Other areas which are not that frequently discussed are logistics, tooling costs and overall 

process efficiency. 

3.6 The method of interviewing suppliers 

In its work with added values Scania is only one part and in order to succeed with expanding 

the business spectrum the company needs to cooperate with its suppliers. It is therefore 

important to understand the suppliers’ view of the concept and the work with it. As a 

questionnaire would take too much time, the risk of loss would be too big, and the risk of 

misinterpretations would be considerable we chose to make interviews. The selection of the 

suppliers was made partly out of the possibility to visit them (to get a more personalized 

interview) and partly on recommendation by different sourcing managers. Furthermore, the 

suppliers were chosen for their different sizes (based on turnover). When evaluating the 

answers from the suppliers we were aware of the fact the suppliers’ answers reflected their 

point of view and as mentioned earlier added values are mostly considered to be valuable 

from a seller’s perspective. 

 

The purpose of these questions was to see if the suppliers had the same views as the sourcing 

managers on how Scania prioritizes certain parameters. The interviews ended with a question 

of how the suppliers perceive the general Scania attitude in doing business. Even though the 

answer to this type of question depends on the individuals the supplier has met, it is important 

for the closeness of the general relationship between the two parties to know how the 

suppliers view the Scania attitude towards them. As mentioned earlier a close relationship is 

said to be needed in order to work with added values. The interviews took about 45 minutes 

and one of them was held over the phone, while the other two were held in person. 

3.7 Suppliers’ views on added values and Scania attitude 

All three suppliers have been doing business with Scania for a long time, from 10 to 50 years, 

and Scania is among their largest customers.  
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3.7.1 What is added value? 

When asked about what added value meant the suppliers all had similar opinions. One thing 

mentioned was the value of good communication, both the advantage of using the same 

language and the ability of open and frequent contacts. According to one of the suppliers 

Scania wants to solve all issues in a smooth way, and the supplier tries to adapt to this way of 

thinking as a means of adding value and be a preferred supplier. The other two also 

mentioned the technical knowledge as an important part of the added value. In order to 

increase the business spectrum the suppliers work with finding alternative scopes of 

manufacturing and materials in addition to customer-adapted service. 

3.7.2 Continuous work with created values 

Even though the suppliers work with added values today there are some areas where they see  

a potential to work more with it. The two largest suppliers highlighted that they want to be 

involved earlier in the process in order to support Scania with technical know-how in order to 

reduce cost. They also added that Scania does not prioritize to handle improvement 

suggestions from the suppliers (especially not the ones without direct effect on the price) and 

that if they did that they could reduce the cost for the whole company. Doing more in the 

process could also add value to Scania according to the interviewees. For example, the 

suppliers sometimes can mount parts more efficiently than Scania, or they can be responsible 

for a more complete solution with packing and transportation. Another thing that they pointed 

out was that Scania needs a more holistic view. As Scania is a large company every 

department of the organisation focuses on its own needs, but if the departments cooperated 

they would reduce the total cost for the company. A lot of the administration costs at the 

suppliers could also be reduced if Scania used more standardized communication streams 

towards the suppliers. Today there may be opposing demands coming from different parts of 

the Scania organisation and this causes more work for the suppliers. 

 

However, the main reason for Scania not to work with added values is lack of time, all 

suppliers agreed. According to the smallest supplier the purchasing department at Scania also 

has a high employee turnover and this makes it difficult to achieve the kind of relationship 

with the suppliers, which is needed to add value to the business. Moreover, as many of the 

sourcing managers come directly from the university they have little experience and it takes a 

few years for them to get a more holistic view of the business. 
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3.7.3 Prioritised areas and general apprehension of sourcing managers 

The suppliers were asked to give their point of view on how the general focus from sourcing 

managers at Scania is on certain parameters in doing business (see figure below). 

 
 Value      

Area 
No 
value 

Low 
value 

Fairly low 
value 

Fairly high 
value 

High 
value Loss 

Price    2 1  

Quality     3  

Delivery performance    2 1  

Delivery flexibility   1 1 1  

Financial status   1 1 1  

Relationship    2 1  

Payment days   2 1   

Lead time   1 2   

Process improvements   2 1   

Product improvements  2 1    

Tooling cost   1  2  

Risk awareness    3   

After market sales   1 1  1 

Administration cost  1 1 1   

Warranty conditions 1 1  1   

Location of production  1  1 1  

Corporate social 

responsibility  1 2    

Overall process efficiency    2 1  

Volume  1  1 1  

Light green = consensus; Light yellow = majority 

 

All suppliers agreed that the quality was a very important issue, but more of a demand from 

Scania’s side. They also said that the risk awareness of the suppliers (meaning fire alarms, 

preparation for force majeure etc.) had a fairly high value to the sourcing managers. For the 

two parameters Price and Delivery performance, that are the other two main objectives that 

the purchasing organisation focus on, the opinions of the suppliers differed somewhat. Two of 

them considered the value of these parameters to be fairly high for the sourcing managers in 

the business relation, while one supplier said that they were very important. However, one 

supplier added that Delivery performance was not negotiable from Scania’s side and that 
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compared to other customers Scania was more reasonable when it came to price. On the other 

hand, Tooling cost was considered by two suppliers to have a high value to Scania in the 

business relation. 

 
The parameters which had the lowest focus from Scania, according to the suppliers, were 

Product improvements, Payment days, Process improvements and Corporate social 

responsibility. One of the reasons for the low focus on product improvements could be that 

Scania often wants to control the development, one supplier said. Regarding the payment days 

more focus is put on increasing them now when the global economy is bad, two of the 

suppliers agreed. There were three other areas where two of the suppliers agreed that Scania 

put a fairly high value and this was the Relationship with the supplier, Lead time from idea to 

finished product from the supplier and Overall process efficiency (which is the efficiency rate 

in the production process of a part). For the remaining parameters the opinions were scattered. 

 
The suppliers concluded that the global economy affects the prioritization for all companies 

and when the economy is bad every company needs to concentrate on cash flow. Thereby, all 

things that have a positive direct effect on cash flow will be highly prioritized, while activities 

that do not have a direct effect or that have a negative effect in the short run will be 

postponed. In the current situation this can be very frustrating for the suppliers, as they need 

to secure their business as well. The interviewed suppliers agreed that Scania is quite dilatory 

these days, but normally the sourcing managers act in a better way. 

 
The sourcing managers at Scania are otherwise considered to be fairly credible and 

professional compared to other customers of the suppliers. Furthermore, they are believed to 

have a fairly high communication skill which was, as mentioned, an important added value 

for the suppliers. The only area for which Scania did not receive an equally good grading was 

Realistic aims. Two of the suppliers considered Scania to have a fairly low realistic aim in the 

business situation. However, the suppliers pointed out that this depended on which person 

they met. In general, though, the suppliers had a fairly positive view of the sourcing managers 

at Scania (see figure below). 
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 Value      

Area 
No 
value 

Low 
value 

Fairly low 
value 

Fairly high 
value 

High 
value Loss 

Initiative  1  2   

Strategic preparation   1 2   

Communication skills    3   

Realistic aims   2 1   

Problem solving   1 2   

Agressiveness  2 1    

Compliance   1 2   

Credibility    3   

Dilatoriness   1 2   

Creativity   1 2   

Professionalism    3   

Light green = consensus; Light yellow = majority 
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4 Analysis of added values from a purchasing perspective 
“Insanity is doing the same thing over and over again, but expecting different results.” – Rita 

Mae Brown 
(Baker, H., Laseter, T., 2002) 

 

Price negotiations have always been an important part of the purchasing work, and for good 

reasons. The task of a purchaser is to buy the correct product at the best possible price at the 

right time. A decrease in the total purchased value will show directly in the company’s result. 

However, there are more areas where the total cost for the company is affected by a purchased 

product than just the unit price. Moreover, it is not always possible to use only the price as a 

negotiation variable, especially not when you are in a long term relationship with a supplier 

and the option to change provider is difficult. The supplier’s margin in these situations is 

often slimmed and new areas for cutting costs need to be found. Our company of 

investigation, Scania, is a mature company, with several supplier relationships that stretch 

over several decades. The purchasing organisation at Scania has a long experience of working 

towards the ultimate unit price; therefore, the organisation lately has begun searching for new 

areas to improve. 

 

Several models, such as the Iceberg Model, have been developed to pinpoint potential areas 

but there are also several theories for how to work with created values in a business relation. 

Some of them are presented on the Scania Intranet, for example the Sourcing Circle. Many 

business areas are not directly related to price and are referred to as hidden costs. In theory 

these costs are reduced by creating or adding value to the business. A definition of a created 

value is something that is added to the business which the customer is willing to pay extra for, 

without resulting in an equal increase on the cost side for the seller. However, what part that 

is a created value and what part is a reduction of cost is vague, both in the theories and in the 

general view among employees and management within Scania. 

 

According to Unt (2004) created values comes from a synergetic effect of a close relationship 

between a supplier and a purchaser. However, the interviewees as well as the respondents of 

the questionnaires all had various ideas of what added values were all about. The main 

concept of a created value was either something extra (e.g. a proactive supplier) or a mere 
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cost reduction (e.g. technical changes). On the other hand, when the question “What is added 

value to you?” was put to the suppliers they were more uniformed. Created value was 

something extra that the customer would appreciate and thus make them the preferred 

supplier. It could be good communication, good service, flexibility, technical competence etc. 

The difference between the suppliers and the sourcing managers was that the suppliers paid 

their attention to the total cost for the product (i.e. logistical transport, material handling, 

service solutions etc.) while the sourcing managers reasoned more around the direct costs 

(e.g. process improvements), which can have an affect on the purchase price. 

 

The suppliers’ and the sourcing managers’ different points of view on the business spectrum 

can create problems for the cooperation. The sourcing managers’ sometimes narrow mindset 

is obstructing many solutions that the supplier proposes. Even though the sourcing managers 

agreed that it was important to look at “the whole package”, they said that many times it was 

difficult due to lack of cross-functional information exchange and time. Although the 

management has cross-functional meetings its overview might not be sufficiently passed on 

down in the organisation. The sourcing managers’ shortage of time, which even the suppliers 

acknowledged, and the lack of a holistic view creates an obstacle for the sourcing managers 

ability to add value to the business.  

 

One thing that both suppliers and the sourcing managers agreed upon was the importance of a 

good relationship in order for both parties to be able to add value to the business. With a good 

relationship trust between supplier and purchaser simplify the sharing of experiences and 

technical knowledge. Furthermore, understanding the customer and flexibility were 

mentioned as created values. These views confirm the theories that a close relationship is 

needed in order to add extra values into the business. According to the suppliers Scania 

employees possessed many of the characteristics, important for building a good relationship. 

The management at Scania encourages having good relationships with suppliers. However, a 

good relationship also needs continuity as well as trust in the competence; this has according 

to the suppliers been difficult due to a high employment turnover at Scania together with 

limited experience from time to time. Suppliers as well as employees and management at 

Scania agreed that experience of the market and product is needed before you can increase the 

business spectrum with added values. However, experience for being able to create values 

was not mentioned in any theories studied. One possibility is that it is considered as an 

obvious factor; another one is that the theories are based on the whole company’s experience 
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and that they take for granted that experiences are shared between colleagues. Further things 

that affect the possibility to work with added values are the phase the relationship is in 

according to the sourcing cycle. In which areas to work with adding values also differ 

depending on the type of product and supplier etc. Some products might not be topics for a 

discussion about a good after-market solution and some suppliers might not be mature enough 

to come up with process improvements. 

 

Many of the discussions about created values and how to work with them ended in the 

conclusion that a lot of things depend on the individual. Though the management sets the 

frameworks for how to do work, the individual sourcing manager needs to take the 

appropriate means to get the most out of the business. A sourcing managers even said that you 

should not be afraid to think in new ways, but that many individuals, especially when you are 

newly employed, apprehend the strategies from the management too literally. 

 

Sourcing managers value quality and delivery performance highly in comparison to price, 

especially the experienced once. This was rather expected as the key performance indicators 

that measure these areas also are regarded important. It was more surprising that process 

improvements were valued high as well (though mostly by the new sourcing managers). The 

apprehension of the suppliers is that Scania does not consider process improvements to be an 

important area and therefore this is not prioritized from suppliers either. 

 

According to the sourcing managers product improvements are fairly highly valued in 

business relations, but according to suppliers there is much more that can be done. The 

suppliers want to be a part of the development process much earlier, but according to the 

suppliers Scania is guarding their turf carefully. This type of discussion is probably not 

unique for Scania and their suppliers, as the target for every supplier must be to get more 

business, while the customer want to avoid locking on to only one possible provider. 

Furthermore, the suppliers want to get more attention for their new ideas and besides the 

technical improvements there are several other things a supplier can help with, like 

packaging, delivering and assembling. 

 

Another area which was not valued as high as the mentioned areas is delivery flexibility. With 

the unstable economy of today it might not be a problem for suppliers to be able to deliver as 

the purchased volume has decreased rapidly. Nevertheless, during normal situations delivery 



 33

shortages, due to low capacity, can cause major financial losses for Scania and as we noticed 

with the crises the market demand can change rapidly. Lead time was also valued slightly 

lower than the rest of the parameters. Lead time might be one of these areas where several 

departments need to work together and where the cost savings does not show directly, which 

can affect the prioritisation.  

 

Two areas which get less and less prioritized the longer the sourcing managers have been 

working at Scania are payment days and supplier location. Both of these areas have been paid 

attention to in recent strategies. The least prioritized areas are after market business and the 

warranty package. Both these areas are connected to the future, it will not show directly on 

saved costs or higher revenues and they also depend on market regulations. As we have 

noticed from interviews and general discussions sourcing managers prioritize actions which 

can be measured or give a direct effect on costs. This can be a result of that the sourcing 

managers feel encouragement from the management mostly for results that are measurable 

like price, more than for soft variables like created values.  

 

An area that often is forgotten in cost reducing discussions, but still has an effect on costs in 

many different ways is administration. In production overall process efficiency has had a lot 

of attention both at Scania’s own facilities but also at their suppliers’ production facilities. 

However, it is also possible to apply overall process efficiency on administration. Time and 

waste of recourses also consumes money. In the questionnaire administration was valued very 

differently, which might indicate that it has not been paid as much attention as for example 

quality, where more than 50 % of the sourcing managers thought alike. The only tendency we 

could see was that the sourcing managers who have been at Scania more than eight years, 

who think alike in most areas, value administration fairly high. The suppliers have also 

acknowledged contradictory demands from different parts of the Scania organisation, which 

make the relationship with the supplier slow and confusing and thereby is a waste of time and 

resources.  

 

One thing we could clearly observe from the questionnaires was that the longer the sourcing 

managers at Scania had been working as purchasers the more alike they thought. According to 

the management tough this is not really the aim of their strategies. The sourcing managers 

should not act too alike (as it will make it too easy for the suppliers to predict them), but at the 

same time the sourcing managers need to work towards the same goals.  On the other hand the 



 34

experienced sourcing managers have become more individual in their behaviour; the effect 

from other departments is less and the sourcing managers are more sceptics to other 

measurements and proposals.  

 

The main purpose with the Sourcing Circle is to describe the whole process of purchasing, 

there is not only one but several stages and angels you need to be aware of when you are in a 

business relation. Most important for a purchaser is to know the product that is purchased; 

you need to know its value to be able to negotiate towards the right goals. You also need to be 

aware of substitutes or alternatives (for both product and supplier). When you know these 

parts you can take the product for a spin in the sourcing circle in order to find new activities. 

However, what we can determine from the evaluation of the key performance indicators is 

that most sourcing managers value the indicators related to the first stage of the circle, 

capturing margin, the highest. The evaluation of encouragement also indicates that most 

credits are given to those who achieve the set goals. Thus, measurements seem to be the key 

for getting sourcing managers to work with strategies. However, the measurements might 

need to be more differentiated depending on the qualifications of the sourcing manager and 

depending on what stage in the sourcing circle they are in.  
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5 The areas we have found possibility to create value in and how to manage it 

The purpose with this thesis is to illuminate the concept of created values and the possibilities 

to add value in different areas of the business spectrum for Scania’s purchasing organisation. 

During the investigation at Scania we found that in many ways the purchasers, at Scania 

called sourcing managers, already are working with increasing the business spectrum. By the 

guidance of measurements, strategic tools and encouragement from the management the areas 

on which the purchasers focus are selected. However, although Scania is a mature company 

the work with created values seems to be in the starting block and employees and 

management have different opinions on what the concept is about and how to work with it. A 

result from the investigation is that there is a need to be able to show the consequences of an 

activity for adding value, otherwise this will not be prioritized. It will send out the wrong 

signals to the employees if the management wants the purchasers to work with adding value 

to the business, but at the same time do not give them the tools needed to motivate their 

actions.  

 

Furthermore, as all interviewees commented, experience is very important in order to 

understand which costs affect the product etcetera. When you look at the division among the 

automotive sourcing managers within the strategic segment at Scania you can see that the 

majority have been working as purchasers for less than three years and that experience 

between four to eight years of purchasing is very scarce. Moreover, a feeling of a lack of time 

makes it difficult for all sourcing managers to look at a wider perspective. To overcome this 

problem the organisation needs to help the new employees gain experience fast so that 

purchasers can start their work with creating value. Some solutions are to have mentors for 

the new purchasers and improving the cross-functional information exchange. 

 

Within which areas can added value be created then at Scania? Well, Quality and Delivery 

performance seem to be two areas where it might be difficult to create more value as these 

areas are almost non-negotiable. However, some areas where further work can be done are 

Process improvements and Administration costs. According to the suppliers there is not 

enough focus on their improvement suggestions. One reason for this may be the insufficient 

cross-functional communication. One area which is difficult to determine how much work 

should be done within is Product improvements. The suppliers say that this is an area where 
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Scania needs to make better use of the knowledge and experience from the suppliers, but at 

the same time Scania needs to make sure not to get stuck with only one supplier who can 

make the specific product. Therefore, it is important to evaluate the added value or cost 

reduction that the supplier’s idea will give. 

 

The conclusion is that to work with increasing the business spectrum demands time, 

experience and good relationships. Without these criteria it will be difficult to work with 

adding value and in that case the focus will continue to be on price reductions. As we have 

seen in the study of Scania, the areas management pays attention to (by for example 

measuring) are the areas the purchasers also will dedicate their time to. Even though there 

might be other areas the purchaser know have potential they do not seem to feel that it will be 

worth the effort. As in general, people want to be noticed and when the feeling for the 

company as a whole lacks, the effort for personal gain will take over. Companies need to 

widen their perspective and count their revenues on a longer-term basis to find the full 

potential of the business. Knowledge sharing both within the company and with suppliers is 

important for adding value and will create synergy effects. If you want the business to 

develop and move further in the work with a cost effective organisation you cannot attack 

every situation in the same way over and over again. 
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7 Appendix 

7.1   Questionnaire – Created values in purchasing 

 

We are writing a thesis on created values and their importance for Scania’s cost reduction. 

The idea with the questionnaire is to get an insight into how sourcing managers value 

different parameters in their negotiations with suppliers. Our focus is on the strategic 

segment, and we want you to answer the questions with these supplier-relations in mind. 

Please, make sure to only check one box on each line. The questionnaires will not be 

published separately, only the compiled material will be used in the thesis. 

 

 

• For how many years have you been working as a sourcing manager?      

• For how many years have you been working as an automotive sourcing manager at 

Scania?       

• Which department do you belong to?  

SD SG SM 

• What type of purchase do you work with? 

Project  Production 

 

The following question should be compared to the value of a lower unit price.   

• Which value do the following parameters have in the negotiation with the supplier? 

                                     No value        Low      Fairly low   Fairly high    High  

o Quality                                                                                     

o Delivery performance                                                                    

o Delivery flexibility                                                                  

o Financial status of supplier                                                               

o Experiences with supplier                                                               

o Payment days                                                                                     

o Process improvements                                                               

o Product improvements                                                                            

o Lead time                                                                                                

o Tooling cost                                                                                            

o Risk awareness                                                                                        
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o After market business                                                                              

o Administration cost                                                                                 

o Warranty conditions                                                                                

o Supplier location                                                                                      

o Corporate social responsibility                                                                

 

• To what degree do requirements from other Scania departments affect the negotiation? 

          No affect        Low      Fairly low   Fairly high    High  

                                                                                            

 

• How much do you feel that the management encourage the department’s work with price 

reduction? 

  No encouragement      Low           Fairly low        Fairly high         High  

                                                                                            

 

• How much do you feel that the management encourage the department’s work with 

created values? 

                    No encouragement      Low           Fairly low        Fairly high         High  

                                                                                            
 

• How important are the following Key Performance Indexes in the negotiation? 

o Number of Critical & Major reports per vehicle       

                No importance         Low            Fairly low       Fairly high         High  

                                                                                            

o Delivery precision 

                                                                                            

o Shortages per vehicle 

                                                                                            

o Cost development economics  

                                                                                            

o Cost development raw materials  

                                                                                            

o New order value placed with suppliers in low cost countries 
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• To what degree are you familiar with the documentation on the intranet relating to created 

values (for example; procurement strategy, sourcing circle, life-cycle view)? 

 Not at all          Limited knowledge   Basic knowledge    Good knowledge    Total knowledge                    

                                                                                                             

 

 

Comments:      

 

 

Thank you for your cooperation! 

/Hanna Zetterberg & Jenny Åkerström 
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7.2   Collection of information from questionnaires 

Division according to experience as purchaser 

1 Years as purchaser Number    Value      

 -3 24  5 Area No value Low value 
Fairly low 
value 

Fairly 
high 
value 

High 
value Loss 

 4-7    Quality   2 4 18  
 8-    Delivery performance   5 6 13  
     Delivery flexibility  3 5 10 5 1
     Financial status of supplier   5 13 5 1
     Experiences with supplier  1 2 12 8 1
     Payment days 1 5 7 9 1 1
     Process improvements  1 4 8 10 1
     Product improvements  3 5 8 6 2
2 Years at Scania Number   Lead time  4 7 10 2 1
 -1 13   Tooling cost 1 4 6 10 2 1
 2-9 11   Risk awareness  1 8 10 4 1
 10-    After market business 1 6 10 4 2 1
     Administration cost 1 7 8 6 1 1
     Warranty conditions 1 5 11 3 3 1
     Supplier location 2 4 7 10  1
     Corporate social responsibility  4 9 9 1 1

3 Department Number          

 SD 10    No affect Low affect 
Fairly low 
affect 

Fairly 
high 
affect 

High 
affect   

 SG 3  6 Requirements Scania dep   3 9 12  
 SM 11          
            

      
No 
encouragement Low Fairly low 

Fairly 
high High   

4 Type of purchase Number  7 Encouragement price red   1 8 15  
 Project 5          
 Production 19          
 Loss           

      
No 
encouragement Low Fairly low 

Fairly 
high High   

    8 Encouragement created values  7 9 7 1  
            
            
            
            

    9 Key performance indicators No importance Low Fairly low 
Fairly 
high High   

     No of C & M reports per vehicle   3 15 6  
     Delivery precision  1 5 14 3 1
     Shortages per vehicle 1 1 4 8 10  
     Cost development economics   2 3 19  
     Cost development raw materials  1 4 9 10  
     Order value w suppl in LCC 1 2 8 9 4  
            
            
            

      Not at all 
Limited 
knowledge Basic Good Total Loss 

    10 Documentation knowledge 1 3 13 7   
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1 Years as purchaser Number    Value      

 -3   5 Area No value Low value 
Fairly low 
value 

Fairly high 
value High value Loss 

 4-7 9   Quality    3 5 1
 8-    Delivery performance   1 4 3 1
     Delivery flexibility  1 4 3 1  

     
Financial status of 
supplier   2 5 2  

     
Experiences with 
supplier   1 5 3  

     Payment days  1 1 6 1  
     Process improvements  1  7 1  
     Product improvements  1  6 2  
2 Years at Scania Number   Lead time   2 5 2  

 -1    Tooling cost 1 2  4 2  
 2-9 9   Risk awareness 1 2 1 4 1  
 10-    After market business  3 2 3 1  
     Administration cost  2 4 3   
     Warranty conditions  1 3 4 1  
     Supplier location  2 5 2   

     
Corporate social 
responsibility  2 3 3 1  

3 Department Number          

 SD 5    No affect Low affect 
Fairly low 
affect 

Fairly high 
affect High affect   

 SG 3  6
Requirements Scania 
dep  1  5 3  

 SM 1          
            

      
No 
encouragement Low Fairly low Fairly high High   

4 Type of purchase Number  7
Encouragement price 
red    4 5  

 Project 3          
 Production 5          
 Loss 1          

      
No 
encouragement Low Fairly low Fairly high High   

    8
Encouragement created 
values   3 5 1  

            
            
            
            

    9
Key performance 
indicators No importance Low Fairly low Fairly high High   

     
No of C & M reports per 
vehicle   2 5 1 1

     Delivery precision   1 6 1 1
     Shortages per vehicle   3 3 2 1

     
Cost development 
economics    2 6 1

     
Cost development raw 
materials   1 4 4  

     
Order value w suppl in 
LCC   3 5 1  

            
            

      Not at all 
Limited 
knowledge Basic Good Total Loss 

    10
Documentation 
knowledge   4 5   
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1 
Years as 
purchaser Number    Value      

 -3   5 Area No value Low value 
Fairly low 
value 

Fairly high 
value High value Loss 

 4-7    Quality  1  4 10 1
 8- 16   Delivery performance  1 2 4 8 1
     Delivery flexibility  1 3 9 2 1
     Financial status of supplier  1 2 11 2  
     Experiences with supplier   1 9 4 2
     Payment days   11 5   
     Process improvements    8 6 2
     Product improvements   4 8 4  

2 Years at Scania Number   Lead time  1 4 8 1 2
 -1 1   Tooling cost   4 10 2  
 2-9 7   Risk awareness  1 6 8 1  
 10- 8   After market business  1 6 7 1 1
     Administration cost 2 2 4 7 1  
     Warranty conditions 2 2 4 5 2 1
     Supplier location  2 9 5   

     
Corporate social 
responsibility 1 1 4 6 4  

            
3 Department Number          

 SD 4    No affect Low affect 
Fairly low 
affect 

Fairly high 
affect High affect   

 SG 5  6 Requirements Scania dep   2 8 4 2
 SM 7          
            
            

      
No 
encouragement Low Fairly low Fairly high High   

4 Type of purchase Number  7 Encouragement price red   1 5 10  
 Project 7          
 Production 9          
 Loss           

      
No 
encouragement Low Fairly low Fairly high High   

    8 
Encouragement created 
values   4 12   

            
            
            
            

    9 
Key performance 
indicators No importance Low Fairly low Fairly high High   

     
No of C & M reports per 
vehicle   1 10 5  

     Delivery precision  1 1 9 5  
     Shortages per vehicle  1  6 8 1

     
Cost development 
economics    3 12 1

     
Cost development raw 
materials    9 7  

     
Order value w suppl in 
LCC  1 3 10 2  

            
            
            

      Not at all 
Limited 
knowledge Basic Good Total Loss 

    10 Documentation knowledge   5 8 2 1
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Division according to employment as sourcing manager at Scania 

 -1           

1 
Number of years 
total Number    Value      

 -3 14  5 Area No value Low value 
Fairly low 
value 

Fairly high 
value High value Loss 

 4-7    Quality   1 2 12  
 8- 1   Delivery performance   1 5 9  
     Delivery flexibility  1 2 8 4  
     Financial status of supplier    11 4  
     Experiences with supplier   2 7 6  
     Payment days 1 3 6 4 1  
     Process improvements   3 4 8  
     Product improvements  1 3 6 4 1

2 
Number of years 
Scania Number   Lead time  1 5 8 1  

 -1 15   Tooling cost 1 2 4 7 1  
 2-7    Risk awareness  1 5 6 3  
 8-    After market business  5 4 5 1  
     Administration cost  5 4 5 1  
     Warranty conditions  5 5 2 3  
     Supplier location 1 3 6 5   

     
Corporate social 
responsibility  2 7 5 1  

            
3 Department Number          

 SD 5    No affect Low affect 
Fairly low 
affect 

Fairly high 
affect High affect Loss 

 SG 3  6 Requirements Scania dep   2 6 7  
 SM 7          
            
            

      
No 
encouragement Low Fairly low Fairly high High Loss 

4 Type of purchase Number  7 Encouragement price red   1 7 7  
 Project 4          
 Production 11          
 Loss           

      
No 
encouragement Low Fairly low Fairly high High Loss 

    8 
Encouragement created 
values  2 6 6 1  

            
            

 Loss 11  9 
Key performance 
indicators No importance Low Fairly low Fairly high High Loss 

 Total 60   
No of C & M reports per 
vehicle    9 6  

     Delivery precision  1  10 3 1
     Shortages per vehicle  1 2 2 10  

     
Cost development 
economics    3 12  

     
Cost development raw 
materials   3 7 5  

     
Order value w suppl in 
LCC  2 5 4 4  

            

      Not at all 
Limited 
knowledge Basic Good Total Loss 

    10 Documentation knowledge 1 3 9 2   
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 2-7           

1 
Number of years 
total Number    Value      

 -3 10  5 Area No value Low value 
Fairly low 
value 

Fairly high 
value High value Loss 

 4-7 9   Quality   1 7 14 1
 8- 4   Delivery performance   6 8 8 1
     Delivery flexibility  3 8 8 3 1
     Financial status of supplier   8 10 4 1
     Experiences with supplier  1 1 11 8 2
     Payment days  3 6 12 1 1
     Process improvements  2 1 12 7 1
     Product improvements  3 2 12 5 1

2 
Number of years 
Scania Number   Lead time  4 5 9 3 2

 -1    Tooling cost 1 4 3 11 3 1
 2-7 23   Risk awareness 1 2 7 10 2 1
 8-    After market business 1 5 9 5 2 1
     Administration cost 2 5 9 5 1 1
     Warranty conditions 1 3 9 8 1 1
     Supplier location 1 4 8 9  1

     
Corporate social 
responsibility  4 6 9 3 1

            

3 Department Number          

 SD 10    No affect Low affect 
Fairly low 
affect 

Fairly high 
affect High affect Loss 

 SG 5  6 Requirements Scania dep  1 3 8 10 1
 SM 8          
            
            

      
No 
encouragement Low Fairly low Fairly high High Loss 

4 Type of purchase Number  7 Encouragement price red   1 5 17  
 Project 6          
 Production 16          
 Loss 1          

      
No 
encouragement Low Fairly low Fairly high High Loss 

    8 
Encouragement created 
values  5 8 9 1  

            
            
            
            
 Loss 11  9 Key performance indicators No importance Low Fairly low Fairly high High Loss 

 Total 60   
No of C & M reports per 
vehicle   5 14 3 1

     Delivery precision  1 6 13 2 1
     Shortages per vehicle 1 1 5 11 4 1

     
Cost development 
economics   2 2 18 1

     
Cost development raw 
materials  1 2 9 11  

     Order value w suppl in LCC 1  8 12 2  
            
            

      Not at all 
Limited 
knowledge Basic Good Total Loss 

    10 Documentation knowledge   10 13   
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 8-           

1 
Number of years 
total Number    Value      

 -3   5 Area No value Low value 
Fairly low 
value 

Fairly high 
value High value Loss 

 4-7    Quality  1  2 7 1
 8- 11   Delivery performance  1 1 1 7 1
     Delivery flexibility  1 2 6 1 1
     Financial status of supplier  1 1 8 1  
     Experiences with supplier   1 8 1 1
     Payment days   7 4   
     Process improvements    7 2 2
     Product improvements   4 4 3  

2 
Number of years 
Scania Number   Lead time   3 6 1 1

 -1    Tooling cost   3 6 2  
 2-7    Risk awareness  1 3 6 1  
 8- 11   After market business  1 4 4 1 1
     Administration cost 1 1 3 6   
     Warranty conditions 2  4 2 2 1
     Supplier location  1 7 3   
     Corporate social responsibility 1 1 3 4 2  
            
3 Department Number          

 SD 4    No affect Low affect 
Fairly low 
affect 

Fairly high 
affect High affect Loss 

 SG 3  6 Requirements Scania dep    8 2 1
 SM 4          
            
            

      
No 
encouragement Low Fairly low Fairly high High Loss 

4 Type of purchase Number  7 Encouragement price red    5 6  
 Project 5          
 Production 6          
 Loss           

      
No 
encouragement Low Fairly low Fairly high High Loss 

    8 
Encouragement created 
values   2 9   

            
            
            
            
 Loss 11  9 Key performance indicators No importance Low Fairly low Fairly high High Loss 

 Total 60   
No of C & M reports per 
vehicle   1 7 3  

     Delivery precision   1 6 4  
     Shortages per vehicle    4 6 1
     Cost development economics    3 7 1

     
Cost development raw 
materials    6 5  

     Order value w suppl in LCC  1 1 8 1  
            
            

      Not at all 
Limited 
knowledge Basic Good Total Loss 

    10 Documentation knowledge   3 5 2 1



 48

7.3   Interviews with sourcing managers 

 

• For how long have you worked as a sourcing manager? 

• For how long have you worked as a sourcing manager at Scania? 

• What does “added value” mean to you? 

• In which way do you perceive that the management encourages the work with added 

values in business relations? 

• What do you think about the measurements that are used? 

o Is there anything else that should be measured? 

• How do you prepare yourself for a negotiation with a supplier? 

o Where do you find the information? 

o Are there any tools that you lack? 

o Is there anything that could be helpful for new employees? 

• Do you use any of the purchasing tools (Business Analysis, Cost Engineering, Value 

Stream Mapping and Supplier Financing)? 

• Which parameters are dedicated most attention in a business relation? 

o Price  

o Quality  

o Delivery performance  

o Financial status 

o Payment days 

o Lead time 

o Process improvements 

o Product improvements  

o Logistics 

o Tooling cost 

o After market sales  

o Location of the production  

o Corporate social responsibility 

o Overall process efficiency 

o Volume 

o Other 

• Which of these parameters are put aside first in critical times? 
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o Which ones do you perceive that suppliers put aside first? 

• How do you work with the following departments internally? 

o Development   

o Production  

o Sales & Marketing  

o Logistics   

o After market 

• Besides what we have discussed is there anything else that you do to increase business 

spectrum? 

o Is there anything else you can do? 

• If you have experience of purchasing from outside Scania, has that affected your 

strategy in any way?  
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7.4   Interviews with suppliers 

 

• What is your position within the company? 

• For how long has your company been doing business with Scania? 

• How large customer is Scania in your business? 

o What kind of relationship do you have with Scania? 

• What is added value to you? 

• In which areas do you see potential to work more with added values in your relation to 

Scania? 

• What do you perceive to be added values according to Scania? 

• How do you perceive that the following parameters are focused on from a Scania point 

of view when doing business?  

o Price  

o Quality  

o Delivery performance  

o Delivery flexibility  

o Financial status  

o Relationship  

o Payment days  

o Lead time   

o Process improvements  

o Product improvements  

o Tooling cost  

o Risk awareness  

o After market sales  

o Administration cost  

o Warranty conditions  

o Location of the production  

o Corporate social responsibility  

o Overall process efficiency  

o Volume   

• How do you prioritize these parameters? 

• In difficult times, which parameter is the first to be put aside according to you? 
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o Which one do you perceive would be the first one for Scania? 

• In relation to your other customers, how do you perceive that Scania acts in 

negotiations according to the following parameters?  

o Initiative  

o Strategic preparation  

o Communication skills  

o Realistic aims  

o Problem solving  

o Aggressiveness  

o Compliance   

o Credibility   

o Dilatoriness   

o Creativity   

o Professionalism  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


