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ABSTRACT 

Evolution of internet and its associated technologies enabled companies to run their business 

process worldwide and made it simplest and fastest to do business among a range of suppliers 

and customers. It is essential to analyze the impact of these technological business applications 

such as E-procurement on system of internal as well as external supply chain. . E-procurement is 

one of the components that can assist management in streamlining the operations resulting in an 

efficient supply chain process. This paper is dedicated to comparatively analyze the significance 

of drivers supporting the adoption of E-procurement in the procurement system of any 

organization. For this purpose Analytical Hierarchy Process is adopted for pair-wise comparison 

between factors. 

KEY WORDS: E-procurement, Supply chain, Analytical Hierarchy Process (AHP), E-

procurement Drivers Assessment 
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Introduction 

In the early 1990s, the Internet was generally regarded as an exciting invention primarily well 

suited for communication within academia, and only a few companies were trying to exploit the 

business opportunities of this invention. The Internet has had revolutionary effects on corporate 

purchasing practices. It recently became a major enabler of significant productivity 

improvements in various businesses in which one or more companies try to source their suppliers 

at the lowest costs possible. Procurement is one of the important parts of the supply chain 

management in any organization. Procurement is not just purchasing or selling of the product 

and services but it is the combined functions of purchasing, inventory control, traffic and 

transportation, receiving and inspection, storekeeping and salvage and disposal operations. 

Literature studied in this research denotes that organizations can get benefit of e-business 

activities in three aspects. The first and most important is value benefit that is perceived by 

everyone involved in the business system in terms of reducing effort and cost. Second is revenue 

benefits that is perceived by organization by developing new business opportunities like directs 

selling outlets and customer care services etc. another benefit is logistics benefit by 

implementing supply chain activities. 

Significance of the study 

In today’s competitive environment of business the success and growth of companies depend 

upon their frequency of business process. Organizations who adopt the e-procurement system 

when transacting with suppliers are able to reduce transaction costs, develop efficient internal 

procurement process and increase collaboration with suppliers. E-procurement drivers include 

the reduction of product costs, improvement of visibility of customer demands, reduction of 

administration cost, improvement of inventory management, enhancement of decision making 

and results in an efficient procurement cycle. Monitoring of these factors and maintaining them 

should be the main objective that is discussed in this study. 

Benefits of E-procurement 

 Price reduction 

 Improved contract compliance 

 Shortened process cycle times 
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 Reduced administration costs 

 Enhanced inventory management 

 Improved visibility of customer demand 

 Improved visibility of supply chain capacity 

 Reduced operations and inventory costs 

 Negotiated unit cost reduction 

 Increased accuracy of production capacity 

 Enhanced decision making 

 Improved market intelligence 

Literature Review 

A brief literature review about E-procurement concept has been prepared by studying the 

previous studies done on the topic and their contribution towards the better understanding of E-

services to guide the development of the most appropriate methodology for this study. lots of 

strategies and concepts about e-procurement has been found in the literature survey as it is 

becoming very important approach of any organization and every organization is approaching 

toward this concept for being competitive in the market and gaining advantage. 

An e-procurement process requires regular transactions on a long-term basis through negotiated 

contracts with selected suppliers; hence the flow of accurate information between the trading 

partners is crucial to achieve efficiencies. This is supported by Percy & Giunipero (2008) that 

effective supply chain management depends extensively on the integration and coordination of 

functions across the organization and between trading entities. They further state that 

organizations depend on internet-based technologies to achieve integration. [6] 

Study conducted by Vickery et al. (2003) supports the fact that technologies such as 

“computerized products systems” help to coordinate and integrate activities within 

manufacturing, “integrated information system” play a role in facilitating interaction across 

functional areas and last that “electronic data integration systems” support and promote 

collaboration between organizations and external partners e.g. suppliers. This study will examine 

the reasons that organizations adopt or are not able to adopt E-procurement systems and 

technologies. [9] 
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Williams and Hardy (2007) showed that E-procurement has become an increasingly strategic 

topic in companies in different industries across the public and private sector. Compared to a 

similar survey conducted two years before, E-procurement implementations had increased in 

both reach and scope. More companies were investing in the electronic support of procurement 

functions and processes. [10] 

Kheng and Al-Hawandeh (2002) investigated the adoption of E-procurement in Singapore. 

Firstly, there was concern about security and privacy of procurement transaction data. Secondly, 

it required a significant investment in hardware, software, and personnel training to participate in 

E-procurement which is prohibitive. Thirdly, the laws governing B2B commerce, crossing over 

to E-procurement, are still undeveloped. [5] 

Croom (2000) carried out a Delphi study to explore the impact of Web-based procurement 

system on MRO procurement and classified them as “Operational” and “Strategic” benefits. [1] 

According to Dooley and Purchase (2006), research indicates that E-procurement is being 

implemented slowly in many organizations, especially government organizations. Their research 

investigates positive factors influencing E-procurement intentions within semi-government 

organizations. A web-based survey was carried out on Australian government purchasing 

professional’s perspectives on E-procurement. Their findings from a multiple regression analysis 

indicate that suppliers’ participation, internal managerial support and the perceived benefits 

gained through implementation all influence E-procurement intentions. [3] 

Saeed and Leith (2003) examined buyers’ perceptions of E-procurement risks and arrived at 

three dimensions: transaction risks resulting from wrong products purchased due to incomplete 

or misleading information; security risks resulting from unauthorized penetration of trading 

platforms and failure to protect transaction related data while being transmitted or stored; and 

privacy risks arising from inappropriate information collection and information transparency. [8] 

The study by Davila et al. (2003) demonstrates that there are two types of E-procurement 

adopters: one group of organizations experiments with multiple solutions, whereas the second 

group commits only to one type of technology. [2] 

Johnson and Whang (2002) investigate the success factors and challenges to the implementation 

of E-procurement, one initiative that promises to deliver significant savings to the organization. 



International Journal of Research in Management                                                                                 ISSN 2249-5908          

Available online on http://www.rspublication.com/ijrm/ijrm_index.htm                             Issue 6, Vol. 3 (May 2016) 
 

©2016 RS Publication, rspublicationhouse@gmail.com Page 5 
 

Overall, it appears that E-procurement is still in its early stages of adoption in the corporate 

world. Many authors have focused their studies on the evolution of the web-based systems in the 

supply chain with a focus on growth, development and expected trends related to the 

implementation of a platform for e-procurement. [4] 

E-procurement Drivers 

 

Financial perspective 

Financial driving factors of e-procurement can be described in terms of following sub criteria: 

 Reduction of administration cost 

 Reduced processing cost in terms of order placement and financial transaction between 

buyers and suppliers. 

 Reduced service cost due online customers service and support. 

 Reduced cost of inventory management due to quick order processing and delivery of 

material by the suppliers that promotes just in time business strategy. 

 Increased profit margin due to elimination of no. of intermediate nodes from the total supply 

chain of product between producers and customers and also due to directs interaction 

between organizations and their customers. 
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Management Perspective 

For evolution and implementation of any new business strategy and process into the existing 

system, positive perception of management towards that process is one of the key requirements. 

Similarly management perspective towards e-procurement is an important driving factor for its 

adoption in organization. It can be classified in following sub criteria as follows: 

 Improved decision making, since it is an important activity done by management while 

trading with their business partners, suppliers and customers. 

 Increased customer satisfaction, which is the primary goal of any organization and source of 

motivation of management towards improvement in business process. 

 Increased visibility of total supply chain and its management. It is crucial aspect in large 

scale industries, where span of organization is large and multiple variety of business function 

are performed together to accomplish overall business operations. 

 Improvement in gaining competitive advantage over the business rivals is the key priority of 

management, which can be achieved by e-procurement. 

 Continuous research and developments of the business process and products drives the 

growth and reputation of any organization in business world. This opportunity is offered by 

e-procurement that attracts the management towards its implementation. 

Supplier perspective 

Effective purchasing plays an important role in overall success of procurement functions. 

Supplier is regarded as main driver to accomplish this objective. Some of the important driving 

factors of e-procurement with respect to suppliers are described as follows: 

 Availability of wide range of suppliers is an important driving factor of EP. Its benefits are 

derived in getting more alternatives for purchasing material having desired quality and 

quantity. 

 Opportunity of negotiation is increased, since more alternatives may be available which 

enables buyers to comparatively analyze different suppliers and negotiating for cost of 

purchase. 

 Higher delivery rate of products and material on desired time and quantity since visibility of 

different supplier capacity and functionality is increased in e-procurement. 
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 Transparency in contract and commitment is the key desire of any procurement process 

which is increased by EP since trading with suppliers is being done by selecting the material 

available in their E-catalogue in which actual details of products is mentioned which acts as a 

guarantee of their commitment regarding the product in terms of quality, cost and delivery 

time. 

 Improved contracts compliance due to increased transparency in tradeoff between buyers and 

suppliers. 

Technical Perspective 

E-procurement process is basically technology dependent activity, which is mainly performed 

with the use of electronics and internet technology. Since it is operated over the network, 

therefore some of the important driving factors can also be described in technical aspect as 

follows: 

 Insurance of security of transaction and confidentiality of business data can be maintained. 

Modern technology are so much developed that its related application can insure a maximum 

limit of security to the users in terms of their personal as well as professional information. 

 Opportunity of skill development of working personals of organization is increased, and it is 

also essential since they are actually responsible for performing business activities and their 

awareness and advancement of skill towards the changing scenario actually causes to sustain 

organization in such a competitive environment. 

 Market intelligence of organization can be increased since market analysis became very 

compact with E-procurement, which made organizations capable for improving their 

business strategies as current market trend. 

 Database of business information regarding previous records of purchasing, transaction, 

stock etc. can be easily managed in EP, which helps organization for planning and 

forecasting the business activities. 

 Improved customers service and functional support to the customers is made possible with 

EP implementation. 
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Operational perspective 

Efficient business operation is the key internal factor of any organizations to perform well in 

their business environment. E-procurement offers many operational benefits to motivate 

organization towards its implementation. Some of the important driving factors describing the 

benefits of e-procurement in operational perspective stated as follows: 

 Reduced procurement cycle time is one of the important driving factor describing operational 

benefits. Typical procurement process involves multiple functions which consumes certain 

amount of time. Since in EP these functions are performed electronically over the network 

which consumes fewer amounts of time and results in quick processing of operations. 

 It helps in managing the inventory of raw material, semi-finished and finished products 

effectively. Since record of information is managed electronically, it provides bird eye view 

on the availability of stocks for managers. 

 Reduced communication cycle time is achieved. Since flow of information takes place over 

the network, which results quick processing on that information. 

 Paperwork is minimized in EP which improves the operations in many aspects such as time 

of paperwork, reduction in waste of resources and cost of material i.e. papers and other 

stationary material. 

 Standardization of process can be established since everyone performing operations in 

organization is connected through network and working in a standard & prescribed format as 

instructed by their upper management, and information flow is maintained in timely manner. 

Analytical Hierarchy Process (AHP) 

The Analytic Hierarchy Process (AHP) is a method of “measurement through pairwise 

comparisons and relies on the judgments of experts to derive priority scales”. It has been one of 

the most widely used multiple criteria decision-making tools”. It is used by decision makers and 

researchers. Thomas L. Saaty built this method seeking a systematic practice to define priorities 

and support complex decision making. In fact, the hierarchical structure of AHP methodology is 

able to measure and synthetize a variety of factors of a complex decision making process in a 

hierarchical manner, making it simple to combine the parts in a whole. [7] 
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AHP methodology 

The various steps involved in AHP modeling are as follows: 

 Define the problem and determine the kind of knowledge sought. The problem to be 

analyzed is chosen from all those considered important or complex enough to be analyzed. 

Structure the decision hierarchy. This structure is built “from the top with the goal of the 

decision, then the objectives from a broad perspective, through the intermediate levels (criteria) 

to the lowest level (which is usually a set of the alternatives).” 

 Construct matrices to calculate a set of pairwise comparison. “Each element in an upper level 

is used to compare the elements in the level immediately below with respect to it.” The 

comparison is made through a scale to show “how many times more important or dominant 

one element is over another element with respect to the criterion or property with respect to 

which they are compared”. A verbal scale is used for the measurement of quantitative as well 

as qualitative criteria as shown in table. 

  

 

 

 Calculate the relative weight of the elements to each level. 
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Pairwise Comparative Analysis of Drivers 

Pairwise matrix between main criterions 

 

 

Pairwise comparison matrix between sub criteria of financial perspective 

 

 

Pairwise comparison matrix between sub criteria of management perspective 
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Pairwise comparison matrix between sub criteria of supplier perspective 

 

 

Pairwise comparison matrix between sub criteria of technical perspective 

 

 

Pairwise comparison matrix between sub criteria of operational perspective 

 

 

Factor priority scores show the relative importance of individual factor in the same group 

whereas overall priority scores in following table represent the relative importance of 
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them across the overall decision matrix. As proposed by Saaty, the consistency ratios are 

maintained <0.1 during our analysis. [7] 

Final Weights of Each Criterion 

 

 

Results 

Across the main criteria examination reveals that according to responses, technical perspective is 

most important driving factor on EP adoption decisions with group weight score of (0.3631), 

according to Table 5.9, management perspective is at second level (0.239) followed by financial 

perspective (0.1848) at third, operational perspective (0.1479) at fourth and supplier perspective 



International Journal of Research in Management                                                                                 ISSN 2249-5908          

Available online on http://www.rspublication.com/ijrm/ijrm_index.htm                             Issue 6, Vol. 3 (May 2016) 
 

©2016 RS Publication, rspublicationhouse@gmail.com Page 13 
 

(0.1055) at fifth level. The overall priority score of each factor is calculated by multiplying factor 

by group priority scores. For instance, the overall priority score for less paperwork (0.0418) is 

the product of its factor priority score (0.2828) and operational perspective group priority score 

(0.1479). 

Analyzing the table indicates that increased profit margin by EP is the most important financial 

driving factor (0.0887) followed by reduced processing cost (0.0445). This result shows the 

importance of increased profit gain in low investment on the adoption process of EP. Increased 

competitive advantage by EP is the most important management driving factor (0.0690) followed 

by increased customer satisfaction (0.0668). This result depicts that the competitive benefit in 

business market with higher customer satisfaction can motivate the management of any 

organization towards the adoption of EP when it is suggested to them. Availability of wide range 

of supplier for material purchasing and fast delivery rate of services in e-procurement has equally 

higher weightage (0.0232) in supplier perspective. It means these are unique benefits from 

supplier side that can be achieved by organizations. Improved capability of customer services 

and support in EP implementation is the most important technological driver (0.1488) followed 

by improved security assurance of business data and transaction (0.0921). It represents 

improvement in technical capability offered by EP to the organization. Reduced paperwork 

processing (0.0418) and improved inventory management (0.0409) are essence of EP in 

operational perspective. This result depicts that the advancement in traditional procurement 

process and improved management of various business functions attracts any organization 

towards the adoption of EP when it is suggested to them. According to experts’ perception, E-

procurement being an innovative technology with the potential to attract customers and 

organizations is the biggest opportunity for business growth that can be capitalized. 

Limitation 

Since the drivers included in this research study are generalized for any type of service 

organization. It is not necessary that all drivers are applicable for all types of organizations and 

their comparative priorities may vary according to the types of organizations. So organizations 

need to identify the driving factors those are related to their business activity and prioritize them 

according to their relative importance 
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