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Supply Chain Management and Logistics in a 
volatile global economy 

Achieving cost efficiencies and reducing risk exposure through 
total Supply Management



PRICE PAID VS RELATIONSHIPS 
ESTABLISHED

http://images.google.ie/imgres?imgurl=http://labrooks.files.wordpress.com/2008/04/561962_price_tag3.jpg&imgrefurl=http://labrooks.wordpress.com/2008/04/19/tagged-im-it/&usg=__dm15pLXYg-ehQpbqmn3Dka0YWVI=&h=443&w=640&sz=84&hl=en&start=3&tbnid=Ex34S-CvuAGy-M:&tbnh=95&tbnw=137&prev=/images?q=price+tag&gbv=2&ndsp=18&hl=en&sa=N
http://www.decodeunicode.org/w3.php?nodeId=8466&page=1&lang=2&zoom=1&prop=1


AGENDA

• Supply Management within SCM

• Procurement Value & Trends

• Strategic sourcing

• Supplier Relationship Management (SRM)

• The role of technology

• Cloud Computing – another term or something real?

• Dynamic risk management – beyond database searches



SUPPLY MANAGEMENT 
WITHIN SCM

• ‗Purchasing‘– ‗Procurement‘ – ‗Supply Management‘

• ―Supply Management incorporates the complete range of methods, 
services and technology regarding the procurement of goods and services 
and management of suppliers and internal stakeholders‖

• Increasingly elevated function / ―CPO‖ recognition by leading organisations 

• Strategic heads of procurement: Chief ―Risk‖ Officer

• Current economy provides the opportunity for change – leading Supply 
Management/ Procurement professionals are leveraging their roles to make 
a real impact on the bottom line



THE ROLE AND IMPACT OF 
SUPPLY MANAGEMENT



TRENDS IN PROCUREMENT

• Elevation of the role of the function

• Administrative vs strategic focus

• Changed sourcing landscape/ buyer‘s market vs supplier‘s market

• The margin impact of supplier spend is highlighted

• Procurement playing a key role in sustaining business benefits

• Procurement‘s expanding influence on spend 
— engagement with internal customers

• ―Competitive survival‖ to ―Competitive advantage‖



STRATEGIC SOURCING/ 
STRUCTURED METHODOLOGY

Step 1: Development of Specifications

Step 2: Conduct Market Assessment & Tender Strategy

Step 3: Source identification & Tender documentation preparation & 
submission

Step 4: Supplier tender evaluation 

Step 5: Tender Award and supplier debriefing

Step 6: Agreement and implementation of Contract and Service Level 
Agreement(s)

Define User
Requirements

Profile the
Category

Sourcing
Strategy

Tender &
Award

Implement
Contract

Value Creation



STRATEGIC SOURCING/ 
STRUCTURED METHODOLOGY

“Global ― 
Sourcing

Volume 
Aggregation

Value and 
Cost analysis

Relationship 
restructuring

Joint Process 
Improvement

Product 
Specification 

change



STRATEGIC SOURCING –
SHIFT IN APPLICATIONS



• Strong specification

• Supplier Qualification:

– Only invite capable suppliers to the auction

– Possible PQQ or RFQ/ITT to create shortlist

• Clearly defined award strategy

• Lotting strategy

• Train suppliers & manage relationships

• Maintain an ethical and transparent approach

KEY ASPECTS OF 
A SUCCESSFUL AUCTION

Max Points Vendor A Vendor B Vendor C

Non Price Quality 25 22 20 21

Service 25 21 23 20

Delivery 10 8 7 7

60 51 50 48

Price 10,000€        9,900€     9,800€     

40 39.20 39.60 40.00

Total 100 90.20 89.60 88.00

Rank: 1 2 3



SUPPLIER RELATIONSHIP 
MANAGEMENT

Performance
Manage

Define User
Requirements

Profile the
Category

Sourcing
Strategy

Tender &
Award

Implement
Contract

Value Creation Value Capture

3-5 months 3-5 years

REALISING THE VALUE



SUPPLIER RELATIONSHIP 
MANAGEMENT

Supplier Relationship Management is the collaborative management of 
suppliers driving visibility, compliance, operational and cost 

efficiencies for mutual business benefit

“At the heart of relationship management is the need for facts, data and
objective guiding principles” - CPO Agenda

• Past 4 years: role reversal between CRM & SRM – key to financial stability 
and competitiveness sustainability is to ensure that current market 
opportunities are availed of & sustained

ADVERSARIAL COLLABORATIVE 
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EVOLUTION OF 
INFORMATION MANAGEMENT



SUPPLIER INFORMATION 
MANAGEMENT



SRM: BEYOND THE 
TRANSACTION

• Supplier Information Management
• Contract
• Performance
• Risk
• Collaboration (NPD, joint process 

improvements...)
• Executive visibility

S
R
M



• Spend time & resources to 
develop relationship

• View customer as strong 
long term prospect

• Customer is costly to 
service with high nuisance 
value

• Aim to maximise revenue 
and minimise contact

• Not unhappy to lose 
customer

• Will cosset relationship and 
defend against competitor 
intrusion

• Will see customer as a 
strategic partner

• Aim to maximise profit in 
short term

• Assess  relationship on an 
ongoing basis

• Risk losing the customer in 
order to maximise profit
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MAPPING TO CUSTOMER 
PREFERENCING



BUSINESS VALUE OF SRM: Better buying 
or better relationship management? 

Average 3 – 5.5% cost reduction

Effective SRM: 23% increase in 
financial value

Key areas of financial value:

Improved product quality

Reduction in supply dependency

Improved service levels

Speed to market

Increased innovation 

Source: IPLF article ‗Business Relationship Management‘



SAMPLE MARKET 
FEEDBACK

Source: Supplierforce, August 2009 market analysis



RISK MANAGEMENT

―I‘m aware of the issue but I‘ve got it covered…‖



2007 – 2009 
INSOLVENCIES

Source: www.insolvencyjournal.ie



2007 – 2009 
INSOLVENCIES

Source: www.insolvencyjournal.ie & www.insolvency.gov.uk

Q2, 2009: 5,055   
= 39% increase

http://www.insolvencyjournal.ie/
http://www.insolvency.gov.uk/


RISK OVERVIEW

• RISK: Probability or threat of a negative occurrence (loss, damage, injury, 
liability…..) caused by external or internal vulnerabilities, and which may be 
neutralized through pre-meditated action

• CONTROL: Action or strategy to mitigate the risk – reduce or eliminate 

• IMPACT: The adverse affect on the business if the risk materialised

• LIKELIHOOD: The probability of the identified risk/concern actually 
materialising 

• Key Risk Assessment objectives:

• Dynamic, not periodic, segmentation

• Assess the current capability and performance of critical & strategic 
suppliers

• Identify risks within the supply base and establish a risk mitigation plan

• Establish and implement a sustainable Supplier Management process to 
ensure continuous performance improvement of suppliers



Hi-LEVEL RISK 
MANAGEMENT PROCESS

• Implement KPIs, Performance Scorecards

• Supplier Business Reviews

• Periodic refresh of risk assessment

Risk Assessment

Risk Mitigation

Ongoing 
Monitoring

• Conduct Risk Assessment

• Identification of high and medium level risks

• Recommended mitigation actions

• Stakeholder & Supplier communication & approval

• Implement risk mitigation plans 

Preparation

• Identify supplier(s)

• Define scope

• Risk assessment tool 
populated

• Supplier Notification 

• Schedule

• Risk Assessment Team



SOURCES OF 
INFORMATION

- D&B, Bloomberg, Thomson Reuters 

- Suppliers/ partners

- National registration offices

- Auditor reports

- Accounts/ public 

- Results/announcements

- Market commentary

- Sales staff

- Competitors

- Suppliers to & partners of your suppliers

- Site visits
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Average  Area World class   

Annual procurement ROI 281% 694%

Technology cost per Procurement 
FTE

$12,476 $24,507

Cost per FTE (transactional)
Cost per FTE (strategic)

$ 55,060 $ 51,001

High involvement in enterprise 
level budgeting and planning 31% 55%

TECHNOLOGY – ENABLING
WORTH THE INVESTMENT?

The gap between average and world-class performers 
continues to widen—budgets, talent and the willingness to 

embrace technology makes the difference

$ 81,574 $106,366

Hackett Group Contact: Pierre Mitchell pmitchell@thehackettgroup.com
617-281-6185

mailto:pmitchell@thehackettgroup.com


IIA Sept 2009 Cloud Computing survey: 65% of respondents believe 
Ireland is lagging but 85% of cloud computing projects are successful

―Cloud computing is a model for enabling convenient, on-demand network access 
to a shared pool of configurable computing resources (e.g. networks, servers, 
storage, applications, and services) that can be rapidly provisioned and released 
with minimal management effort or service provider interaction‖.  *

The three services models are: 
1. Software as a Service
2. Platform as a Service
3. Infrastructure as a Service

A particular area of the supply chain in which the public cloud is believed to have
much potential, particularly in a globalised world, is that of boosting visibility in
those processes where collaboration with and between third-parties such as
suppliers and partners is key. – Computer Weekly/ AMR Research

* The NIST Definition of Cloud Computing
Authors: Peter Mell and Tim Grance - Version 15, 10-7-09

CLOUD       COMPUTING



US government Apps.gov: $75 billion IT spend/ initiative to lower the cost of government
operations while driving innovation within government

Apps.gov ―browse and purchase cloud-based IT. Cloud computing is the next generation of
IT. By adopting the use of cloud computing, Federal agencies will be able to get the
capabilities they need to fulfil their missions at lower cost, faster, and ultimately, in a more
sustainable manner.‖

―Federal agencies are confused about the cloud,‖ according to ―The 2009 Cloud
Consensus Report,‖

_ _ _ _ _ _ _ _ _ _

UK gov‘t sponsored, Digital Britain: "All those Government bodies likely to procure
ICT services should look to do so on a scalable, cloud basis such that other public bodies
can benefit from the new capability,―.

INTERNATIONAL INITIATIVES

Leverage the scale and flexibility of the internet



THE COMPETITIVE REALITY

SEE THE STARS

SURVIVAL?

OR ADVANTAGE?

http://z.about.com/d/animatedtv/1/0/D/U/simpTHOH_Survival_v5_72.jpg
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M +353 (0) 86 2234500

QUESTIONS

www.supplierforce.com
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