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1. THE BACKGROUND OF THE RESEARCH

The Institute of Management and Organization atUhesersity of Debrecen started a research
programme entitled ,The functional research of ngg@maent” and | started my research within
the framework of this institute research programime2005. The programme includes the
research of three big topics, organization managgrh@man resource management and process
management. Within the latter you find logisticsn@agement and | chose the procurement
management of vegetable and fruit processing emgerpas a topic for my PhD work.

Procurement as a logistics function and the fiefingd unit of the supply chain has been

documented and analyzed in several national aredgioistudies. My research targeted the food
industry enterprises and their procurement actisitiThe products were fast deteriorating
horticultural products thus their procurement attivs strictly defined and regulated. The
supplier activity appears most strongly in the ps®sing industry that is why | chose to examine
and introduce the procurement management of thetablg and fruit processing enterprises and
also to reveal the development possibilities of ite significance of the research is that there are
several studies about the units of procurementgases but a complex research from the food
industry’s point of view is an area yet to be exetb

Although the different aspects of procurement manant have been analysed by several

national and foreign authors (inter alia Chikan 3,98996, 1997; Chopra-Meindl 2001; Dobler-
Burt 1996; Halaszné 1993, 1998; Knoll 1999, 2002zEBnszki 2003, 2005; Szegedi 1999), as far
as | know no research has been conducted so &ppimach the topic from the horticultural and
vegetable and fruit processors’ aspect. The siganfie of procurement in this context can be
important in several aspects.

- The relation system of procurement (relation manmege of processors and suppliers,
relations within and outside the corporations)ugejcomplex and the conscious handling
of it is not easy;

- Procurement has a strategic role in the developggocate practice as its effective and
purposeful management can be the source of seagrahtages;

- It can influence the picture about the enterprise.



In my opinion, procurement means the input acqgigaativity of the economic organisations
in a way which suits the strategic aims of the gmige. Its primary aim is the optimization of the
procurement processes with strict regulations dred d@laboration of the right strategy. The
secondary aim is to ensure the necessary resoutaés,and information for the corporate
activity, establish the right external sources ¢orporate aims create and maintain strategic
partnership with the suppliers. | was searchingafmswers to all these questions, processes and
correlations within the Northern Plain region vedeé and fruit processing enterprises. There are
60 enterprises in the Northern Plain region whiehldvith vegetable and fruit processing. They
work as co-operatives, limited partnerships, ltdpte and they produce canned and frozen
products as well as making palinka or jam; a walgge of processing can be found. It is because
the country’s one of the biggest vegetable and producing counties, Szabolcs-Szatmar-Bereg
Is situated in this region.

Procurement management is a “less — researchett’ itopur country, the last procurement
textbook was published more than 20 years ago. gddmtion of procurement within the
organization and its relationship to logistics @ neally a topic of discussion. In the meantime
the economic effect of the procurement activitgamsidered more and more important by the
international specialized literature. The main ogascan be pointed at the increasing value of the
time factor and the competition of the supply cbaihall proves that the research of the topic is

timely, current even today and will be essentighia future as well.

2. TARGETS, DATA AND METHODS

During my research | aimed at analysing the folliywjuestions below.
1. How does the procurement activity happen at therprises examined, which are those
steps that are dispensable and can be left obhegirocess?
2. What role does procurement occupy in the natioregdetable and fruit processing
enterprises’ corporate practice?
3. Where is procurement situated in the corporatealcéy?
4. What is the relationship with the suppliers? Howatiens are managed by the

enterprises? What tools are used for the seleatidngualification of those?



| wanted to learn in details the procurement afgtiof the vegetable and fruit processors in
the Northern Plain region so | personally visittér to gather data and then | evaluated the
received data with quantitative and qualitative hhods. The necessary data for my research |
collected with the help of a questionnaire | pregan structured the questionnaire so that the
statistical evaluation will be simpler and morensparent. The data collection was fully
successful among the targeted vegetable and fragepsors. For the quantitative evaluation |
used four statistical analysing methods on thragssical levels. | evaluated the received data on
the lower level with descriptive statistics, on th&ldle level with cross table analysis and on the
higher level with correlation calculation, clustenalysis and the cross table analysis of the
clusters. Besides that | have also made a flowctmaghow the acquisition activity of the
processing enterprises. To draw the final conchssibused qualitative tools thus strengthening
and widening my results and conclusions or givinghance to discuss, maybe modify, correct
and clarify the resultdable 1.gives a detailed description of the research patjpas, the target

group, the tools of data collection and the methe#sl for evaluation.

Table 1.:Data collection and the system of evaluation

Research The fulfillment | Research The applied methods of data
target group of finding the and data evaluation
target group collection
tool
1. Flow chart

1. Descriptive
strategies
2. Independence

The leaders of research with the

the Northern Questionnaire
: - help of cross table
Plain region Full scale 2 titati 3. Hypothesi
vegetable and . Quantitative | 3. Hypothesis
research

fruit processing

enterprises a, with correlation

calculation
b, with cluster
analysis

The results of
quantitative | 3. Qualitative 4. Deep interview
analysis

Resource: own editing, 2010



The questions of the professional questionnairebeadivided into the following three topics and
seven smaller topic groups.
1. The role of procurement examined within the corfogeration.
- The first four questions (K1-K4) ask about the impoce and change of corporate
and production functions and the source of inneeatieas;
- The next six questions (K5-K10) are directed ategal logistics activities and roles;
2. The place of procurement within the corporate mama
- K11 and K12 are about the place of procuremertierorganisation;
- K13 and K19 are about the professional and assaotuhical background,;
- Questions 14, 15 and 20 are pointing at the effendss and importance of
procurement;
- K16, 17 and 18 are about the products need tojnelisd;
3. The examination of supplier relationship management
- The last thirteen questions (K21-K33) are looking &nswers in the most important
areas of supplier relationship management, thetsahe evaluation and classification

of suppliers, the contracts and the information emajperation relations.

3. THE RESULTS AND MAIN FINDINGS OF MY THESIS

By making a full research of all those enterpriseshe Northern Plain region who deal with
vegetable and fruit processing | can say that thezee sixty of them in 2008. The highest
number of those were canning plants in the regibriogether 18 of them. There were 10
refrigeration and marrow production plants, 6 dgidg plants, 5 parching plants, 4 palinka
making plants who had trading rights, 3 jam malptants, 2 cleaning and slicing plants and 1-1
lyophilizer and dryer plant. On the basis of thegerational forms we can say that out of the 60
enterprises 48 were Itd-s, 7 plc-s, 3 limited panghips and 2 co-operatives. Four of them were
in foreign ownership, three of them were in mixedefgn and national ownership and the
majority of them were in Hungarian ownership.

In 2007 only ten of the region’s vegetable andtfpubcessing enterprises preserved corns
still making 48% (316,000 tons) meaning almost lolthe total 654,803.4 tons of horticultural

primaries were made up by corn. The second mostr@dmmprocessing quantity was apple with



its 140,166 tons but which with its weight and2i$46 ratio finished way below expectations. Pea
has given 10% of the total processed quantity whi cooperation of 14 enterprises. When
looking at the fruit processing we can experiertat the scattering of processors is higher
because 29 out of the 60 processed apple and 3f 6Qtprocessed cherry whose 80% went into
marrow production.
With the help of the data and information | receidiring my interviews | have made a flow

chart about the procurement activities of the vaglet and fruit processing enterprises. Then |
evaluated them with the already mentioned stasistitethods and used the results to build up

around the important steps of the procurement gsce

3.1. THE PROCUREMENT PROCESS OF THE PROCESSING ENTERPRISES

| edited a flow chart about the procurement prooéskse processing enterprises which shows the
steps of procurement management. The chart shosvy step of the process and the documents
which relate to it. | especially pointed out a festeps which are the emphatic and critical

activities of the vegetable and fruit processingegrises. It is emphatic because they pay the
most attention to these points and critical becélnseoom for errors is the most usual in these

steps. Because of the content barriers | have asilpibty to publish the flow chart here.

3.2. THE ROLE OF PROCUREMENT IN THE LIFE OF THE ENTERPRIS ES EXAMINED

The first two questions of the professional dateestrefer to the judgement of the functions
present in corporate activity and to their futunarege and development plans.

We can read fronChart 1. that the logistics function has a small role ie fife of the
corporations. Nonetheless procurement has beendfonore valuable by the corporations
questioned although this factor together with tales production and management factors have
been evaluated at a low figure (4.3). When theyewasked about in which field and what
measure of change they would find important toease management efficiency; interestingly
they found logistics and procurement as a very maoo field to be developed. The answers

show that the enterprises examined do not put én@mphasis on the logistical corporate



functions but they realised that these fields needoke developed soon and at a fast pace in order

to make the management operate efficiently.

Technical developme
Organisation developme
Information manageme
Quality manageme
Finance

Accointing

Human resource managen
Cost manageme
Inventory manageme
Logistics

Procuremer

Sale:

Productiol

Controlling

Trade and marketit
Top manageme

1 2 3 4
Figure 1.: The role of corporate functions in terms of e#fixcy

Source: own research, 2008

The judgement and role of procurement managemetiteircorporate operation among the
Northern Plain vegetable and fruit processors tyeddpend on their annual turnover, staff
number, operational form so all in all about theesf the organisation. The bigger the enterprise
is the bigger role the procurement function receives positive judgement is becoming to mean
bigger success in organisational life. The explandies in the financial and economic position
of the enterprises which means the costs they santa form a strategy and organisation of
human resource relating to it.

Those enterprises which operate with a lower psgingscapacity, turnover and staff number
have not fully realised the importance of procuretmet. Out of the two examined co-operatives
one apply procurement strategy but in the orgaioisal structure it only appears at the level of
Itd-s. Those plc-s who have a big turnover find #pplied strategy of procurement and its

position and value within corporate hierarchy ipeissable.



Besides lowering procurement costs of primary nmterthe increase of quality and the
improvement of partner relations are the most irgdr future targets for the processing

enterprises. These are basic elements to defingrdlceirement-logistical effectiveness.
3.3. THE PLACE OF PROCUREMENT IN THE ORGANIZATION

The place of procurement it occupies in the orgdiia depends on the size and the activity
profile of the enterprise as well as on the corfommportance of procurement. Next | analysed
where the procurement organisation of the vegetabtefruit processing enterprises is situated
within the corporate hierarchy, what their receiveasition depends on and which factors

determine the judgement of this function.

l-|gen 2— Written procurement
2-Nem u strategy

m Procurement

1,8+ organisation exists

No procurement
1,6+ O strategy but they
follow this activity

Written logistical

1.4 u strategy
[ Logistical
1,2 organisation

No written logistical
B strategy but they
follow mutual targets

Plc Ltd  Co-opevas Limited
partnerships

Figure 2: The judgement of procurement and logistics enghccess of enterprises
on the basis of their forms of operation

Source: own examinations, 2008

On Figure 2.1 illustrated the place of procurement within tberporate body but as a
comparison | deliberately left the evaluation canggg logistics in it, too so that the difference
in the judgement of the two functions is visiblen @e basis of the figure we can say that the
difference in the presence of procurement and ticgiss not different only in the case of limited
partnerships because neither procurement nor icgjist present in the organisation and success

of the enterprise. In contrast, within the plc-swaa clearly detect the logistics and procurement



organisation and the written logistical and proougat strategy. At Itd-s logistics is less frequent
but procurement and its strategy is more usuak thlo co-operatives have no logistical strategy,
logistical or procurement organisation but oneheit has procurement strategy.

| also wanted to see on the basis of the chandarobvers the judgement of the role and
strategy of procuremeritigure 3.shows the results of my examination. We can ddépat the
figure that as the turnover grows the judgemenpraicurement and the role of organisation
grows although fluctuating a bit. The received dsttaw that the majority of those enterprises
with low turnover neglect procurement in the cogterhierarchy and only those large enterprises
whose turnover is above 500 million HUF apprecatd enjoy the presence of the organisation.
The bigger turnover there is the more probablenid this function.

1-Yes 2 There is written
2-No - PrOocurement
1,8+ strategy
1,6 === There is
D
procurement
1,4+ B organisation
1,24 No procurement
strategy but they
1 follow this activity

I I I I I
<10m  11-100m 101-500mb01-1000m>1001m

Previous year’s turnover (HUF)
Figure 3: The judgement of procurement and logistics enghccess of enterprises
on the basis of turnover

Source: own examinations, 2008

Next | wanted to find out what is the form of proement within the organisational structure.
Whether it is centralised, decentralised or the lmoation of the two in those 13 organisations
which have it. During the evaluation | received tf@lowing results. None of the 13
organisations have a decentralised form of procargmin most cases (8 organisations) it is
centralised, in 5 cases it is mixed as a combinaifdhe two.

At those organisations where there is procuremnterger appears in a decentralised form. In
most cases it has a centralised form, in the céde glc-s it is a combination of the two.
Procurement as a corporate function only appearetmes at smaller enterprises and always in
a centralised form and mostly within the framewakthe logistical function. Where they
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perceive the importance of procurement they putdbeo logistics and not procurement in the
centre and it receives its function only within tremework of logistics.

The main aspects of defining corporate successerering the uninterrupted operation of
production and finding the right procurement sosrc&he least important factor is the
substitutability of certain products which meansittithe procured products are difficult to
substitute and can rarely be substituted with ofveducts especially in the processing of
vegetables and fruit. The leaders | asked congidBurement important as a corporate function
mainly to reach the optimal quality and to minimitbe whole cost. This means that with the
rightly planned procurement the target is to achiiwe best quality with the least cost.

The achievement of quality increase, the findinghefright supplier and the establishment of
long term relations with them are also importanére¥hough there is no procurement in the
organisation. The right supplier assures the régdeguality so in that way both directly and
indirectly the aim is to increase quality meaniihg fprocurement of the appropriate quality
primary materials. The difference is present irt thihere there is no procurement organisation
yet they do not pay that much attention to thening and development of the person appointed
to this task. The judgement of relations managentéet development of the methodology of
procurement and the training of procurement exgagsmore powerful and important in the life
of those enterprises who have procurement orgammsat None of the enterprises find the
reduction of the number of suppliers important whioeans that the presence of the current
partner relations are needed. The number of suppdieen without reduction is lower year by

year which is due to the high overhead and theldomalover of the producers.

Table 2: The examination of the correlation between tleeprement organisation forms
and the processors’ turnover

Chi-square test The significance of chi-square
Centralized Combined
procurement procurement
organization organization

Pearson’s chi-square 0.404 @g)

Likelihood Ratio 0.192 0.014

Cramer’s V value 0.259 (0.443)

N (unit number, piece) 60 60

Source: own examinations, 2008
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The relationship between two categorical variabkas be examined with the help of the chi-
square statistical test. With cross table analygsearched if there was a correlation between the
corporate types grouped according to the appliedysement organisation structures and the
scope of activity Table 2).

We can see from the chart that in the case of coaobor mixed procurement organisations
where it is specialized both centrally and with @diinate fields of work on the procurement
activity, a significant difference can be pointad according to the turnover of the processors. It
means that there is a difference in judging theortgmce of the procurement tasks among the
enterprises with different turnovers. These difficess are shown ihable 3

Chart 3: The cross table between the procurement ordamsi@rms

and the processors’ turnover

Combined (mixed)
procurement
organisation
Yes No Total
<10m 0 5 5
2007 11-100m 0 11 11
turnover 101-500m 0 17 17
(HUF) 501-1000m 0 8 8
>1001m 5 14 19
Total (pieces) 5 55 60

Source: own examinations, 2008

Because the significance of the chi-square tekivier than 0.05 in the case of combined
procurement organisation we reject the nil hypathed the chi-square test so there is a
correlation between the variables. The Cramer'salue is 0.443 so between the examined
variables there is a moderate correlation thusetileean emphasis on what kind of role is given to
procurement in the corporate-organisation structigpending on the processors’ turnover. At
those bigger processors where the turnover is buelition HUF procurement can be found in a
combined form in the organisation structure. Intcast it can not be found in this form in the
smaller companies. It can be explained by the tizat these big corporations work with more
personnel and organisation part units which opetateother special functions. They put more

emphasis on procurement and logistics as well.
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3.4. THE MANAGEMENT OF SUPPLIER RELATIONS

With the analysis of the next questions | wantinol fout what are the most important factors for
the selection and classification of suppliers whdeffine the decision. What kinds of methods are
used for their evaluation, how the structure ofptigp base is built up, what is the relation like
between the processors and their suppliers. Whtédriainfluence the quality of the relations,
whether they make a long term contract with thenrmair During the course of my analysis |
concluded that for the classification of the sugnsli10% of the questioned use the graphical
representation, the personal judgement is prefdosed9 out of the 60 leaders. 50% of the
questioned classify the suppliers on the basisifeérdnt parameters. Supplier audit that is the
visiting of suppliers is done by 35% of the entexgs, cost modelling is done by less than 20%.
For supplier classification the following 5 methodan be applied according to KALMAN
(2007). The categorical, the quality cost rati@ d¢lelivery cost ratio, the service cost ratio dred t
scoring-weighing methods. From the evaluation o tleceived data we can say that the
categorical method is applied by only 4 leaders giality cost ratio method is applied by 12, the
delivery cost ratio by 1 and none of them used d@evice cost ratio. The scoring-weighing
method seems to be the most popular method as &erke find that the most effective

classification process.

40

g Very good relations with all suppliers

Relations are not perfect with some suppliers buatlze
improved

O Problems with more suppliers but it can be changed

Figure 4: The judgement of the quality of relations witle tsuppliers

Source: own examinations, 2008

Figure 4. shows that only 19 consider their relations str@amyl perfect, the majority

experiences smaller errors and conflicts which lmammproved and changed. There is only one
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enterprise which has problems with more supplieitstiiese problems can be amended. None of
the enterprises had such negative view of theiplgens to consider their relations expressly bad
or not sustainable. What factors determine theksioas? Reliability (4.8 points) is the most
important factor which is followed by the ability tvork together (4.55 points) but also the prices
and costs (4.4 points) and flexibility (4.38 po)ntdo not lag far behind. Know-how and
consideration are the least significant factordwait4 points average in the determination of the
quality of relations.

The last question of the questionnaire | usetind out what are the information relations
with the suppliers like that is what kind of datadanformation the processors share with their
suppliers and also how important for the entergrisemanage relations with the suppliers. What
kind of differences can be detected in the answvetse case if there is a separate procurement

organisation at the enterprise or there is not.

1—-Yes Do corporations give

2_No ° | information about the

0O expected quantity of

1,8- the procurement?

Do they give

information about the

1,6 HE planned product

development?

1 4 Do they give feedback

’ O to the supplier about
the expected

1,2 performance?

B po they organise
buyer-supplier
meetings?

O Do they visit plants of
the important
suppliers?

Figure 5: The judgement of information relations if thésgrocurement organisation

There is procurement organisation

and if there is not

Source: own examinations, 2008

Figure 5 shows the difference in judging the informatiaglations whether there is a
procurement organisation or not. If procuremerprisent in the organisation all 60 enterprises
give information to their suppliers about the expdcquantity, they give feedback about the
performance and every once in a while they visipomtions. In spite of that the majority

discuss the planned product development and thggndge buyer-supplier meetings. Where there
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IS no separate procurement organisation they Esydttention to all information possibilities. It
is not typical that they maintain relations witeithsuppliers, they do not organise buyer-supplier
meetings, do not talk about development possidljtiat least not to the extent as those
enterprises which have a separate management group.

For the canning and refrigeration plants, the galiand fryer making enterprises it is much
more important to make long-term contracts withirttseippliers than the established lasting
relations from the procurement side. Those proessatio decide in the favour of long-term
supplier contracts make this decision because efehable primary supply and because of the
trusted and known quality of the product. The coapen between suppliers and processors to
establish a common strategy or to represent commalues to gain advantage over the
competitors is not among the aims of these ens&priThey take great care in choosing the right
supplier because in the horticulture sector thewe fast deteriorating and short shelf life
primaries which have to meet the highest expectatio quality.

Only four leaders use the categorical methodassidy suppliers, the cost ratio on the basis
of delivery and quality is used by 13 and nonel@m use service cost ratio. The scoring-
weighing method seems to be the most popular becaudsleaders consider this the most
effective supplier classification. There is a stgjocorrelation between certain classification
methods and the processors’ scope of activity. 3t@ing-weighing is used by canning and

refrigerating plants, palinka makers and the opbphilizer to choose their suppliers.
3.5. THE DETAILED EXAMINATIONS OF THE RESULTS

The procedure with which the statisticians anatiedata to decide if there is enough evidence
to confirm the suspected hypothesis is called Hg®$s examination. Certain questions have
arisen in me on the basis of my results. | needattevers so that the processes can be fully
apparent, the deficiencies in them, the reasonthede deficiencies and the possibilities to
change. | was looking for these answers by hiereaticluster analysis and the cross table
analysis of the groups received during clustering.

The charts were made on the basis of the dendognsexie by hierarchical clustering by
SPSS so that they can be easily transparent. | engdlihe clusters 1 to 5 and in parenthesis |
wrote how many enterprises make one cluster. Thergises belonging to one cluster were

marked by a colour. With these in hand we can fead the chart that Cluster 1. is made up by
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those enterprises, whose turnover is above 1 biHYF, who have a separate logistical unit in
their organisation. The cluster is made up by 1rpnises and | marked them with orange
colour. Cluster 3. is made up by those small entp, whose turnover is below 100 million
HUF, who have no separate logistical unit. Two gtses belong to this cluster and | marked
them with blue. InTable 4 | show the received clusters in contraction, frone side — the first

two lines — according to the presence of logistigsits and from the other side — the last two

lines — according to the presence of procuremeagdarosations. | needed this to see the difference

in the enterprise leaders’ opinion in terms of w@us

Table 4: Clusters in terms of processors’ turnover and tesgence
of logistical and procurement organisations

Turnover <10 m HUF 11-100 m HUF | 101-500 mHUF | 501-1000 m HF | > 1001 m HUF
Logistical  unit | Cluster 3. Cluster 3. Cluster 1.
present (2 enterprises) | (2 enterprises) (11 enterprises)
No logistical unit | Cluster 4. Cluster 4. Cluster 5. Cluster 2. Cluster 2.

(14 enterprises)| (14 enterprises)| (17 enterprises)| (16 enterprises)| (16 enterprises)
Procurement Cluster 4. Cluster 4. Cluster 1.
organisation (14 enterprises)| (14 enterprises) (11 enterprises)
present
No procurement | Cluster 3. Cluster 3. Cluster 5. Cluster 2. Cluster 2.
organisation (2 enterprises) | (2 enterprises) | (17 enterprises)| (16 enterprises)| (16 enterprises)

Source: own examinations, 2008

Next | analysed how those enterprises view thdatimn with their suppliers who have
logistical and procurement function in their orgation. Does the quality of the relation depend

on the presence of these two functions.

Table 5.:The clusters’ disagreements over the relations thigir suppliers

The relation is not
Very good relations perfect with some
with all suppliers Total suppliers but can be Total
amended
Yes No Yes No
Clusters 1 1 9 10 9 1 10
2 7 10 17 9 8 17
3 8 5 13 5 8 13
4 1 2 3 2 1 3
5 2 15 17 15 2 17
Total 19 41 60 40 20 60

Source: own examinations, 2008
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We can see from the chart that those enterprisesavkurnover is above 1 billion HUF
(cluster 1.) do not have a perfect relation witkittsuppliers but they find it amendable. It is
interesting that those 13 enterprises think thalmtion best with the suppliers who produce the
least turnover and who do not have procurementseparate unit in their organisation (cluster
3.). The opinions of cluster 2. members are dividdekir turnover is above 500 million HUF but
they do not have a procurement organisation. Spvecessors believe that they have a perfect
relation with their suppliers but 10 enterprises dissatisfied with themrlable 6 shows the

correlations between the clusters’ opinion.

Table 6: Correlation examination between the clusterstardelation with the suppliers

. The relation is not perfect
Very good relation ith . i
with all suppliers with certain suppliers
but can be amended

Chi-square test Value Significance Value Significance
Pearson’s chi square 20,424 ,003 12,104 ,001
Likelihood ratio 22,158 ,018 12,914 ,012
N (piece number) 60 60
Cramer’s V value 435 ,023 449 ,017

Source: own examinations, 2008

From the significance level of the Pearson’s chiasqg test we can see in both cases that they
do not reach 0.05. On the basis of that we cartlsgtythere is a relationship and correlation in
the judgement of supplier relation if | take theeggnce of procurement organisation and the
turnover of the enterprises as a reference poimth& Cramer’s V value in both cases is close to
0.5 the strength of relations among the variabégshe considered medium.

From the evaluation methods of the suppliers —lgcapepresentation, personal judgement,
ranking of suppliers, supplier audit, cost modellin supplier audit which means the visiting of
suppliers showed significant difference in opiniorfsrom the classification methods -
categorical, cost ratio, quality cost ratio, defjweost ratio, service cost ratio, scoring-weighing
there were differences in opinions about scoringghiag method among the clusters. Cluster 1.
and 4. use delivery audit as a method of evaluafitre members of these clusters are those

enterprises where procurement organisation camulnedf We can experience the same with the
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judgement of the scoring-weighing method. At bolbsters there is a separate function and
organisation for procurement contrary to the otheee clusters. During the interviews | found

out that the two methods have spread and becomelgsops a requirement of ISO quality

management system and to meet those requirements.

Out of the 60 leaders questioned only 19 consildeir relations with their suppliers strong
and perfect, they are the representatives of tleoserprises which have the least turnover and
have no procurement organisations. The majorityeagpces deficiencies which can be amended
and changed. This majority contains those procesatiose annual turnover is over 1 billion
HUF and they have separate procurement in theamnisgtion. The quality and strength of the
relations are primarily defined by reliability, tlability to cooperate, then prices and costs and
last flexibility.

For the canning factories with bigger personnelrttamaging of relations with their suppliers
is important. It is only them who organise buyep@ier meetings or supplier corporation visits.

The results also showed that those vegetable amtdpfiocessing enterprises which produce
bigger turnover, have a bigger personnel and heparate procurement organisation take special
care of the procurement management. The outlir@afurement strategy from the planning to
the execution, the management of relations with sogpliers, the search for common
development possibilities and all tools of procueatmmanagement are taken very seriously.
They pay attention to develop a well-organised prement group and organising further
trainings for them. On account of what the leads®l the relation with the suppliers is not
perfect in every case still despite to this theyederything to reach the mutual interests. They
inform each other about the external and intermablems, they make suggestions for the
elaboration of a new strategy which can bring itegntl success for both parties in the future. In
contrast those processing enterprises which hawerldurnover and personnel and have no
procurement organisations do not put enough emphasithe elaboration of procurement
strategy. They do not have a unit specialised ocymement and neglect the evaluation and
relation management of their suppliers so prob#idy will not be able to stay competitive in the
long term.
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3.6. THE RESULTS OF THE IN-DEPTH INTERVIEWS

After the quantitative evaluation | again visiteaif enterprise leaders, chosen on various aspects
(on the basis of turnover, staff, activity, pladgpmcurement in the organisation) to strengthen or
contradict my findings and conducted a 1.5-2-haterview with them.

For the first interview | chose a canning plant ethhas a big capacity and a well-known end
product. The annual turnover of the processor &r dvbillion HUF, the staff is medium-sized
11-50 people and procurement as a separate organisaannot be found in its corporate
hierarchy. They outsource procurement activitiesotber enterprises, one or two bigger
suppliers. In this case the processing enterpriakem a strategy about procurement but the
execution is not done by itself but by the hired@ier. The supplier is authorized to procure the
quantity of the primary defined in the contractoate check its quality and to evaluate and
classify the producer as a supplier. The proce#tsetf only evaluates and classifies the
authorized supplier but not the producers organisethe supplier. On this basis it is in contact
with only a few suppliers but with those the redatis lasting and reliable for many years.

The second in-depth interview was done with thecprement manager of the biggest
marrow production enterprise of the region whick tiaee sites. This processing enterprise has
over 1 billion HUF turnover, the staff is over 180d procurement is present in its organisation
as a dual combination of centralised and decesédliforms. These enterprises put special
emphasis on defining and elaborating the procurérsigategy. They use different information
and communication channels between the separgterabe functions to achieve precise and up-
to-date data and information flow. They train thes@erts responsible for acquisition, monitor
the changes in agriculture, search for developregpbrtunities and in some cases they start
innovation and R&D projects to increase corporéfieiency and competitiveness. They look for
development opportunities together with their sigsp| they come up with cooperation strategies
with which they can follow the efficient and sucskes foreign examples.

My third interviewee represented an enterprise wigieals with palinka making and trading.
Nowadays the palinka sector has become the sucsest®r. There is no procurement
organisation, the number of suppliers is betwees(B@nd this enterprise also has a good
relation with its suppliers. The supplier meansniost cases the producer itself so because there

IS no procurement organisation procurement actisdtyiot outsourced either. Because of the
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small staff number no establishment of separateupement group is possible within this
organisation. This kind of possibility did not eveccur. Its procurement strategy is taking shape
and under constant development. Its suppliers sually the same suppliers. After supplying the
primaries these suppliers are evaluated and diedstery year with scoring-weighing method
and ranking. They consider the relation with thepiers adequate although they have some
problems sometimes but in their opinion these caredsily amended. It is not typical for this
enterprise to manage its relations or to elabaratemon strategies or development possibilities.
Because of this they do not attend corporatiorisvisi

The fourth in-depth interview was done with the dela of a pickles maker limited
partnership. The turnover of the enterprise dodsremch 100 million HUF and only 4 people
help the seasonal work. The leader takes careeoptbcurement tasks together with all other
tasks. They conduct primary purchase on an ad asis lwhich means that they do not deal with
making contracts with suppliers, fixing prices, gquement strategy and planning. Its relations
are considered good with the suppliers. There i€ouperation or organisation between them.
They leave to chance the procurement of primarythed sale is also uncertain. The work is
fragmented, its costs are high and the turnovencgrtain and low.

With the separation of the four types | highlightbd differences between the processors and
their problems. If all my statements are true thé guestion is what is going to happen to the
producer in the current economic situation (20£&ome of the processors do not realise how
important it would be to have a more active andscmus sale activity as well as procurement
and supplier relation management activities. Tloglpecers end up in such a vulnerable position
partly due to these processors. As long as theyotloeceive the necessary information and are
not informed about the daily events they stay ia Wulnerable and hopeless position. In business
life being known, keeping contact and the nurturofgexisting contacts are essential. It is
necessary to discuss the results of previous y#ashort and long term notions. At meetings it
is also worth informing the suppliers what kindpoimaries were needed whose procurement had
to be secured from a different source. They shauidgest their suppliers to consider the
possibility if they can provide new primaries iretfuture. We know from the suppliers’ feedback
that they consider meetings important and by Iearthe short and long term notions of the

processors they can plan in advance with which tdagyadapt to the needs and expectations.
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4. THE NEW AND MODERN RESULTS OF THE THESIS

1.

| consider a novel result of my thesis that | idtroed procurement management from the
horticultural, vegetable and fruit processing pahview using a practical aspect. As well
as outlining solution possibilities to questionsurting during procurement problems.

| composed a new definition for procurement.

| developed a new questionnaire with the help ottvihrevealed the role of procurement
given by the processing enterprises, its placesgatem in the organisational hierarchy. |
also showed those factors which determine relatiwits the suppliers and also the
background information and correlations, logisticahnections and causalities.

| created a flow chart to show the procurementvagtiof the processing enterprises
which besides the steps of procurement also intreglthe connecting documents.

On the basis of the experiences of the questioarsairvey and the interviews | assessed
that those processing enterprises operating irhtmgcultural sector can only take full
advantage of procurement management if they wileha more organised structure, a
change of approach, strategic and functional cteagd a safe supplier background.

| consider a new achievement that | analysed pescant management not only with
gquantitative but with qualitative methods as wélar the statistical evaluation of the
quantitative data | used different tools from dgsore statistics to top level methods. |
examined correlations and connections not just éetwthe variables but between certain
groups of the variables. This complex approachhefd@éxamination made it possible that
the vegetable and fruit processing enterprisesbsamnalysed as a whole, taking into
account the logistical and economic interconneassinof certain elements and the
relationships between them.

It is a novel and also more efficient informatiaralysing method in which the qualitative
examinations are built on the quantitative resultsis alternative method based on
information is used by only a few though it shoulok be underestimated because the
most useful and most valuable conclusions and sliggs were made with its help.

| explored and pointed out the deficiencies of prement process. If enterprises do not
pay special attention to procurement, to elabdtseaight strategy in time, if they do not

create a separate organisation for the executidheo€omposed tasks and if they do not
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spend enough time and energy on the managemertemetbpment of supplier relations
then they will not be able to stay competitive wiltlose processors who move into this
direction and then they will not be able to ess&bind maintain market.

9. | have made suggestions to solve these problenshwhéans that on the hand processors
need to put procurement in the right place and raitkin the organisational hierarchy
and on the other hand to target long term, contedatooperations with their suppliers.
The high level management and application of prt@nt strategy, the definition of the
stressed role of procurement and its place withendrganisation, the maintenance and
management of continuous and innovative relatioesvéen the supplier and the

processor are all indispensable to achieve tharesjperformance.

5. THE PRACTICAL USEFULNESS OF THE RESULTS

The thesis examined the procurement managemeitmeoRNorthern Plain region vegetable and
fruit processing enterprises as well as the roléogistics and procurement in corporate life. It
explored the place of procurement it occupies endtganisational hierarchy, it drew attention to
the often neglected role of procurement and thengrorganisation of its position in the

organisational structure. It pointed out the defcies of the relation management with the
suppliers which together with the lack of propemoaunication led to the deterioration of their
relations.

My research results can be used in practice in maays. The research of specialised
literature shows that if procurement receives titenéion of top management it is enough for the
enterprise to reach its goals and remain compet#ivd successful. My examinations did not
prove that. During my research | experienced that ot of cases procurement and the activities
connected to it were led by a top manager. Thohghwas not the manager’'s only task just a
small part of his/her work. The person who arrangesturement was the managing director
himself or another leadefFhere is a need to establish the right number gitiral organisations
so that every step of procurement receives enotightan.

The research points at some of the problems oh#tienal practice which can also help the
general analysing of corporate operation efficiendiith the separation of the four types of

processing enterprises (from a procurement managepoet of view) | showed the differences
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between them and the problems, too as well as sigothiat performance level of procurement
affects all details of the organisation where wiankfcan be measured directly in terms of gain
and loss. To operate this function successfully ¢inganisation has to reach a successful
corporate level centralisation, establish a cowsitre relation with their suppliers where
cooperation and the possibility of developmentratgual interests for both parties.

For those small enterprises in danger the procuremanagement of the big ones can serve
as a benchmark. The primary aspect is to make tewrstrategy on procurement every year
when the season starts. Organise the connectikg faseseeable and choose their suppliers
consciously, have serious expectations about thedhpait down their primary procurement
intentions in a contract. | showed several examgies it can work and the enterprise can be
marketable and competitive. Those processors wiio dst not realise the importance of
procurement and do not make a contract with thegpbers and do not plan ahead with a
precisely composed procurement strategy will haviade further difficulties in the future.

The survival of the processing plants and theurieffective operation are influenced by the
next two things. On the one hand they should potymement to its right place and rank. On the
other hand they must collaborate and work toge#imer overcome difficulties which are only
possible if there is a continuous and innovativetien between the producer and the processor.
Long term cooperation with the suppliers, high lemanagement and application of procurement
strategy, the definition of the stressed role aositpn of procurement in the organisation are all
indispensable to stay alive.

The suggestions | have made cannot be consideresi@msl changes still | believe that by
introducing them we can make the procurement psooéshe enterprise more optimal. In my
opinion, my suggestions can help the processorgusbtin short or medium term but in long
term, as well. By realising these aims would notshevival only but an optimal, ideal system
would be created with which competitiveness andrnme generation can be achieved. To
introduce changes and reach the right results indspensable to reorganise top management
and realise the essential role of procurement.

The results of my research can be used both fraimearetical and practical aspect. The
research points at some of the problems of thematipractice which can also help the general

analysing of corporate operation efficiency.
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