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Service procurement has evolved from a transactional activity to a strategic
imperative that significantly influences organisational competitiveness, operational
resilience, and stakeholder value creation. Unlike tangible goods, services present
unique procurement challenges because of their intangibility, variability, and the
difficulty of assessing quality before purchase. This paper presents a comprehensive
framework for understanding, strategising, and governing service procurement within
contemporary organisations. Drawing upon established service quality theories, digital
transformation trends, and emerging ethical governance standards, the article
synthesizes four critical dimensions: (1) foundational understanding of service

Check for

characteristics and procurement roles; (2) strategic sourcing methodologies, including
needs assessment, supplier evaluation, contracting, and pricing optimisation; (3)
performance management systems that integrate key performance indicators (KPIs),
service-level agreements (SLAS), and relationship governance; and (4) legal, ethical,
and technological considerations that inform responsible procurement practices. The
analysis demonstrates that organisations achieving superior service procurement
outcomes consistently utilise data-driven decision-making, cultivate collaborative
supplier relationships, and implement sustainability-oriented governance frameworks.
This paper advances procurement theory by linking classical purchasing principles
with digital transformation imperatives and proposes an integrated model for
practitioners managing complex service-based supply chains.
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1. Introduction

In the past two decades, the procurement landscape has undergone a fundamental transformation.
Purchasing, once regarded as an administrative back-office function focused primarily on cost reduction,
has become a strategic element of Purchasing and Supply Management (PSM) that prioritises value
creation, risk management, and sustainability (Carnovale & Di Mauro, 2023; Di Mauro et al., 2024).
This evolution is particularly pronounced in service procurement, which now represents a substantial
and proportion of organisational expenditure across industries.
Purchasing services refers to the systematic acquisition of intangible outputs—professional expertise,
maintenance capabilities, information technology solutions, logistics coordination, and outsourced
business processes—that organisations require to support their operational objectives (van Weele, 2018).
Unlike the procurement of physical goods, service procurement presents distinct challenges: services are
intangible and cannot be inspected prior to delivery; they are inherently variable in quality depending
on the provider and context; their specifications are often difficult to define precisely; and their value is
frequently subjective and context-dependent (Zeithaml et al., 2018; Fitzsimmons & Fitzsimmons, 2013).

increasing various

Effective service procurement is strategically vital. Organisations that excel in this area achieve
competitive advantages through cost optimisation, access to specialised expertise, operational flexibility,
and a stronger focus on core competencies (Monczka et al., 2015; Benton, 2018). In an environment
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marked by supply chain volatility, digital disruption, and increasing stakeholder expectations for
corporate responsibility, robust governance of service procurement is a key factor in organisational
resilience and reputation (Choudhury, 2020; Christopher & Peck, 2004).

Despite its significance, the academic literature on service procurement remains fragmented, with
most research focusing on goods procurement or general procurement theory. This paper addresses this
gap by presenting an integrated framework that synthesises foundational concepts, strategic
methodologies, performance management systems, and governance considerations specific to service
procurement. The analysis draws upon seminal works in service operations management, contemporary
procurement theory, and recent studies on digital transformation and sustainability within supply chains.

2. Theoretical Foundations of Service Procurement

2.1 Defining Services and Their Procurement Implications

Services are economic activities that create value by bringing about a desired change in—or on
behalf of—the customer (Vargo & Lusch, 2004). Unlike goods, services exhibit four defining
characteristics that profoundly impact their procurement: intangibility, inseparability of production and
consumption, variability (heterogeneity), and perishability (Zeithaml et al., 2018). These characteristics
create fundamental procurement challenges that differentiate service purchasing from goods purchasing.
The intangibility of services means they cannot be seen, touched, or stored before purchase, making pre-
contractual quality assessment exceptionally difficult (Lovelock & Gummesson, 2004). This
intangibility necessitates reliance on proxies such as provider reputation, certifications, and past
performance records during supplier selection. Service variability means quality can fluctuate
significantly across providers, locations, and even individual encounters, requiring robust quality
assurance mechanisms (Bitner et al., 1990). The inseparability of service production and consumption
means that the customer often participates in the service delivery process, making relationship
management and communication critical success factors (Johnston & Clark, 2019).

2.2 The Strategic Evolution of Purchasing and Supply Management

Contemporary PSM theory distinguishes between classical and modern approaches to purchasing.
Classical approaches viewed purchasing as an operational function focused on order placement, price
negotiation, and transaction execution (Barney, 1991). Modern approaches, however, conceptualise
purchasing as a strategic capability that creates competitive advantage through supplier collaboration,
innovation facilitation, and risk management (Ramsay, 2001; Carr & Pearson, 1999).
This strategic evolution is especially pertinent to service procurement, as services frequently constitute
high-value, knowledge-intensive inputs that directly influence organisational capabilities. Knight et al.
(2022) highlight the need for PSM research to adopt diverse theoretical perspectives to address
challenges such as sustainability, digitalisation, and network management. Service procurement lies at
the intersection of these issues, necessitating frameworks that combine operational efficiency with
strategic value creation.

2.3 Service Quality Theory and Procurement

Evaluating service quality in procurement contexts draws heavily on service marketing theory. The
SERVQUAL model, developed by Parasuraman et al. (1988), identifies five dimensions of service
quality—reliability, responsiveness, assurance, empathy, and tangibles—that provide a structured
framework for assessing service provider performance. Cronin and Taylor (1992) subsequently proposed
the SERVPERF model, which measures service performance directly rather than comparing expectations
against perceptions, offering a more parsimonious approach for procurement evaluation.
These models have been adapted to procurement contexts for evaluating supplier service quality.
However, procurement-specific quality assessment must also address contractual compliance, cost-
effectiveness, and strategic alignment, which consumer-oriented service quality models do not fully
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encompass. Further theoretical development is needed to integrate service quality theory with
procurement practice.

3. Typology and Classification of Purchasing Services

Organisations acquire a diverse array of services that can be categorised by strategic importance,
complexity, and procurement approach. A clear understanding of this typology is essential for developing
effective procurement strategies.

3.1 Professional Services

Professional services encompass expertise-based offerings including legal counsel, accounting and
auditing, architectural and engineering design, human resources consulting, marketing services, and
management consulting (Baily et al., 2008). These services are characterised by high knowledge
intensity, significant customisation, and substantial reliance on individual professionals’ expertise.
Procuring professional services requires evaluation frameworks that assess not only organisational
capabilities but also the qualifications and track records of the individuals who will deliver the service.

3.2 Information Technology Services

IT services are among the fastest-growing categories of procured services, encompassing software
development, system integration, network management, cybersecurity, cloud computing, IT support, and
data analytics (Fitzsimmons & Fitzsimmons, 2013). Procuring IT services is complicated by rapid
technological change, evolving security requirements, and the need for ongoing maintenance and
support. Organisations increasingly rely on external IT service providers to access advanced
technologies and specialised skills without maintaining extensive internal capabilities.

3.3 Maintenance and Repair Services

Maintenance and repair services ensure the operational continuity of physical assets, including
equipment, machinery, facilities, and infrastructure (Dobler & Burt, 1996). These services span
mechanical, electrical, plumbing, HVAC, and general facility maintenance. Procuring maintenance
services requires careful consideration of response time requirements, preventive maintenance
schedules, and the availability of spare parts and specialised technical expertise.

3.4 Logistics and Transportation Services

Logistics and transportation services facilitate the movement and storage of goods within supply
chains, including freight forwarding, warehousing, distribution, customs clearance, and transportation
management (Handfield & Nichols, 2002). Digital technologies have transformed logistics service
procurement, with real-time tracking, route optimisation, and automated customs processing becoming
standard expectations.

3.5 Outsourced Business Processes

Business Process Outsourcing (BPO) involves delegating specific operational functions to external
service providers, including customer support, payroll processing, recruitment and staffing, finance and
accounting, and data entry (Ellram et al., 2008). BPO procurement decisions involve evaluating trade-
offs between cost savings, quality control, data security, and organisational flexibility.

3.6 Training and Development Services

Training and development services enhance employee capabilities through professional
development programs, leadership training, technical skills workshops, and certification courses (Kaplan
& Norton, 1996). Procuring training services requires alignment with organisational competency
frameworks and measurement of training effectiveness in terms of behavioural change and performance
improvement.

4. Strategic Framework for Service Procurement

4.1 Needs Assessment and Service Requirements Definition
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Effective service procurement begins with a systematic needs assessment that identifies
organisational gaps between current and desired states (Monczka et al., 2015). This process involves
gathering information through stakeholder interviews, process analysis, and benchmarking; analysing
data to identify patterns and priority areas; engaging relevant stakeholders to ensure comprehensive
understanding; and documenting findings to serve as the foundation for requirement specification.

Service requirements must address several critical elements: the scope of services including
boundaries, tasks, and deliverables; functional requirements specifying operational capabilities;
performance criteria establishing measurable evaluation standards; technical specifications detailing
hardware, software, and interoperability requirements; service-level expectations defining response
times, resolution times, and uptime requirements; and legal and compliance requirements ensuring
adherence to regulatory standards (van Weele, 2018).

The inherent challenge of precisely specifying services in procurement can be mitigated through
iterative requirement development, pilot projects, and collaborative specification processes involving
both internal stakeholders and prospective service providers.

4.2 Supplier Selection and Evaluation

Supplier selection for services requires a multi-criteria evaluation framework that extends beyond
price comparison to assess expertise, reputation, track record, reliability, and cultural compatibility
(Ellram, 1990). The process involves identifying requirements, conducting market research to identify
potential suppliers, evaluating proposals against predetermined criteria, and making selection decisions
based on both objective metrics and subjective assessments of fit.

Ongoing supplier evaluation is equally critical. Establish performance metrics, KPIs, and SLAs to
monitor quality, delivery, responsiveness, cost, innovation, and sustainability (CIPS, 2016). Data
collection methods include delivery performance analysis, quality audits, customer feedback review,
financial stability assessment, and site visits. Structured evaluation frameworks or scorecards ensure
consistency and objectivity in performance assessment.

4.3 Contracting and Service-Level Agreements

Contracting formalises the legal and commercial relationship between the customer and service
provider. Effective service contracts must clearly define scope and specifications, pricing and payment
terms, duration and termination provisions, intellectual property and confidentiality protections, liability
and warranty provisions, dispute resolution mechanisms, and governing law (IACCM, 2019).

Service-Level Agreements (SLAs) are specific contractual instruments that define expected
service levels, performance targets, and metrics. Key SLA elements include service metrics and targets
(e.g., response time, resolution time, availability), reporting and monitoring mechanisms, consequences
of non-compliance (penalties, service credits), and provisions for regular review and continuous
improvement (CIPS, 2017a). SLAs must align with organisational objectives and reflect realistic yet
challenging performance expectations.

4.4 Pricing Models and Cost Optimisation

Service procurement employs diverse pricing models, each with distinct risk allocations and
incentive structures:

Fixed Price: A predetermined price for defined service deliverables, providing cost predictability
for the buyer but placing cost overrun risk on the provider. Suitable for well-defined, stable service
requirements.

Time and Materials (T&M): Pricing based on actual hours worked and materials consumed,
offering flexibility for evolving requirements but requiring diligent tracking to prevent cost overruns
(Baily et al., 2008).
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Unit-Based Pricing: Pricing tied to specific units of measurement (e.g., per-user, per-transaction,
per-gigabyte), enabling scalability and clear usage-cost relationships.

Value-Based Pricing: Pricing determined by the perceived value or business impact of the service
rather than input costs, appropriate for innovative or transformational services (CIPS, 2018a).

Hybrid Models: Combinations of the above approaches, such as fixed base pricing with variable
usage charges, accommodating diverse cost and pricing considerations.

Cost-effectiveness analysis involves a thorough evaluation of direct and indirect costs, variable
and fixed cost components, and cost drivers. Assessing value for money goes beyond cost-effectiveness
to consider quality, performance, risk, and long-term sustainability (CIPS, 2018b).

5. Performance Management and Quality Assurance

5.1 Performance Metrics and Key Performance Indicators

Performance measurement in service procurement requires quantifiable metrics to track progress,
identify areas for improvement, and ensure alignment with organisational objectives (Kaplan & Norton,
1996). Relevant performance metrics include:

* Service Quality Metrics: Customer satisfaction ratings, service response times, reliability indices,
and availability percentages

* Cost Efficiency Metrics: Cost per service unit, cost savings achieved, cost avoidance, and total
cost of ownership

* Compliance Metrics: Adherence to SLA targets, error rates, and delivery within specified
timeframes

» Effectiveness Metrics: Productivity gains, process improvements, customer retention impact, and
revenue generation contribution

KPIs must be relevant to organisational objectives, measurable with clear criteria, actionable to
drive improvement, and, where possible, benchmarked against industry standards (CIPS, 2016).

5.2 Service-Level Agreement Monitoring

SLA monitoring involves systematic tracking of service performance against contractual
commitments. The process encompasses data collection through service logs, monitoring tools, and
customer feedback; performance measurement comparing actual results against targets; regular reporting
to stakeholders; and issue resolution through root cause analysis and corrective action plans (CIPS,
2017Db).

Effective SLA monitoring relies on automated data capture where feasible, clearly defined escalation
procedures for performance failures, and collaborative improvement processes that establish service
providers as partners.

5.3 Vendor Management and Relationship Building

Strategic vendor management extends beyond contract compliance to foster collaborative, trust-
based relationships that create mutual value (Ford & Hakansson, 2006). Key practices include:

* Open Communication: Establishing transparent channels for regular dialogue, feedback sharing,
and expectation alignment

» Shared Goals: Aligning service provider objectives with organisational outcomes to create
interdependence

* Collaborative Problem-Solving: Engaging providers in joint improvement initiatives and
innovation projects

* Performance Recognition: Acknowledging and rewarding exceptional performance to reinforce
positive behaviours

» Governance Mechanisms: Implementing regular review meetings, joint planning sessions, and
service improvement workshops
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Research by Carnovale and Di Mauro (2023) emphasises that long-term relationships with
suppliers are critical for strategic purchasing, particularly in securing unique and scarce capabilities.
This is especially relevant for service procurement, where provider expertise and organisational
knowledge develop over time.

5.4 Customer Satisfaction and Service Recovery

Customer satisfaction in service procurement evaluates the extent to which service delivery aligns
with expectations and organisational requirements. Achieving high satisfaction necessitates a customer-
centric approach, responsive service delivery, consistency across service interactions, continuous
feedback mechanisms, and effective service recovery in the event of failures (Buttle, 2012).

Service recovery—the process of addressing service failures—is especially important in
procurement because disruptions can have cascading effects on organisational operations. Effective
recovery includes prompt acknowledgment, appropriate apologies, root cause resolution, and suitable
compensation or remediation.al and Compliance Requirements
Service procurement operates within a complex regulatory environment encompassing contract law,
industry-specific regulations, data protection requirements, and international trade standards. Key
compliance domains include:

* Contractual Compliance: Ensuring contracts comply with applicable contract laws regarding
formation, terms, and enforceability

* Regulatory Compliance: Adhering to data protection regulations (e.g., GDPR, CCPA), health and
safety standards, environmental regulations, and labour laws

* Intellectual Property: Protecting IP rights and establishing clear ownership frameworks for work
products

* Anti-Corruption: Complying with legislation such as the U.S. Foreign Corrupt Practices Act and
UK Bribery Act, ensuring ethical business practices throughout the supply chain (Cousins et al., 2004)

5.5 Ethical Sourcing and Responsible Procurement

Ethical sourcing in service procurement extends beyond legal compliance to encompass social
responsibility, environmental sustainability, and supply chain transparency (Hoejmose & Adrien-Kirby,
2012). Organisations are increasingly expected to ensure that service providers adhere to ethical labour
practices, environmental standards, and community engagement principles.
Implementing ethical sourcing requires establishing supplier codes of conduct, incorporating ethical
obligations into contracts, evaluating performance against ethical criteria, and conducting audits and site
visits to verify compliance (CIPS, 2019). Collaboration with industry initiatives and certifications can
provide frameworks for evaluating and improving supplier ethical performance.
The concept of Supply Chain Responsibility (SCR)—extending corporate social responsibility across
the entire supply chain—has gained prominence as organisations recognise their accountability for the
practices of their service providers (Spence & Bourlakis, 2009; Gimenez & Tachizawa, 2012).

5.6 Risk Management

Risk management in service procurement involves identifying, assessing, and mitigating risks
specific to both the procurement process and the services procured (CIPS, 2020). Procurement-specific
risks include supplier non-performance, delivery delays, cost overruns, and inadequate contract terms.
Service-related risks encompass quality failures, technological obsolescence, data security breaches,
regulatory non-compliance, and service continuity disruptions.

Effective risk mitigation strategies include diversifying the supplier base, conducting thorough due
diligence, negotiating robust contract terms with clear remedies and termination clauses, implementing
continuous performance monitoring, establishing data security protocols, and developing contingency
plans for service disruptions (Christopher & Peck, 2004; Choudhury, 2020).
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5.7 Technology and Digital Transformation

Technology is fundamentally transforming service procurement processes, enabling greater
efficiency, transparency, and strategic capability (Di Mauro et al., 2024; Weber et al., 2024). Key
technological innovations include:

E-Procurement Platforms: E-sourcing platforms facilitate supplier discovery, RFP management,
bid evaluation, and contract administration. E-auctions promote competitive pricing through real-time
bidding. Supplier portals enhance communication and information exchange (Handfield & Cousins,
2000).

Data Analytics and Business Intelligence: Spend analysis tools identify cost-saving opportunities
and optimise supplier selection. Performance dashboards enable real-time KPI monitoring. Predictive
analytics anticipate service demand and identify potential risks (Procurement Magazine, 2024).

Supplier Relationship Management (SRM) Systems: Centralised platforms manage supplier
information, track performance, and facilitate collaboration across organisational boundaries.

Automation and Artificial Intelligence: Robotic Process Automation (RPA) streamlines repetitive
tasks such as data entry and invoice processing. Al and machine learning enhance supplier selection,
risk assessment, and contract analysis through pattern recognition and predictive modelling (GEP, 2024).

Blockchain Technology: Smart contracts automate contract execution, increasing transparency and
reducing fraud risk. Distributed ledger technology enhances supply chain traceability and verifies
supplier credentials.
Integrating these technologies requires careful evaluation of organisational readiness, data security
considerations, and alignment with procurement objectives. As Di Mauro et al. (2024) note, digitalisation
will profoundly impact procurement, with technologies like Al and blockchain playing crucial roles in
enhancing transparency and efficiency.

6. Discussion and Implications

6.1 Integrating the Framework

The analysis in this paper shows that effective service procurement relies on integrating four
interconnected dimensions: strategic understanding, methodological rigour, performance accountability,
and ethical governance. Leading organisations treat these dimensions as elements of a unified
procurement ecosystem rather than as discrete activities. Capability development (Carnovale & Di
Mauro, 2023) is especially significant for services, where the boundary between buyer and supplier is
often permeable and collaborative value creation is critical. The intangible and variable nature of
services necessitates procurement approaches that prioritise relationship governance, continuous
performance monitoring, and adaptive contracting over transactional optimisation.

6.2 The Role of Digital Transformation

Digital technologies enable strategic procurement transformation rather than serving solely as
efficiency tools. Al-powered analytics, blockchain-enabled transparency, and automated contract
management are fundamentally altering how organisations identify, evaluate, and manage service
providers (Weber et al., 2024). However, organisations should direct technology adoption through
strategic objectives rather than technological capability alone. The most effective digital procurement
initiatives align technology investments with organisational goals, establish robust data governance, and
develop workforce competencies to utilise new tools effectively.

6.3 Sustainability and Responsible Procurement

The growing emphasis on environmental, social, and governance (ESG) considerations is
reshaping service procurement priorities. Organisations are increasingly evaluating service providers
based on carbon footprint, labour practices, diversity and inclusion, and community impact (Hoejmose
et al., 2013). This shift requires procurement functions to develop new evaluation criteria, engage in
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deeper supplier due diligence, and collaborate with providers to improve sustainability performance
across the service supply chain.

6.4 Future Research Directions

This analysis identifies several avenues for future research. First, integrating service quality theory
(SERVQUAL, SERVPERF) with procurement-specific performance frameworks requires further
theoretical development. Second, the impact of Al and automation on service procurement decision-
making warrants empirical investigation. Third, the governance of platform-based service procurement
(e.g., gig economy platforms, cloud service marketplaces) presents novel challenges not addressed by
traditional procurement theory. Fourth, cross-cultural differences in service procurement practices,
particularly in emerging economies, require comparative study.

Conclusion

Service procurement is a critical and increasingly complex aspect of organisational management.
The shift from transactional purchasing to strategic supply management necessitates frameworks that
address the unique characteristics of services, such as intangibility, variability, and co-production, while
also integrating digital transformation, sustainability, and ethical governance imperatives.

This paper has presented a comprehensive framework encompassing the theoretical foundations,
strategic methodologies, performance management systems, and governance considerations essential for
effective service procurement. Key conclusions include:

Service procurement requires differentiated approaches: The unique characteristics of services
necessitate procurement strategies that emphasise relationship management, performance monitoring,
and adaptive contracting rather than approaches optimised for tangible goods.

Strategic alignment is essential: Service procurement must be aligned with organisational
objectives, with procurement professionals engaged as strategic partners rather than transactional
executors.

Technology enables transformation: Digital technologies offer significant potential to enhance
service procurement efficiency, transparency, and strategic capability, but successful adoption requires
alignment with organisational goals and investment in workforce development.

Ethical governance is non-negotiable: Responsible service procurement requires robust
frameworks for ensuring legal compliance, ethical sourcing, environmental sustainability, and social
responsibility throughout the service supply chain.

Performance management is continuous: Effective service procurement requires ongoing
monitoring, evaluation, and improvement rather than one-time selection and contracting decisions.

As organisations become more reliant on external service providers for essential capabilities, the
strategic management of service procurement will assume greater significance. Future research should
address the gap between service operations theory and procurement practice, investigate the impact of
emerging technologies, and develop governance frameworks appropriate for the evolving service
economy.
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