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Bl Benefits of Strategic Sourcing
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Increased profit and Easier to manage A more sustainable Optimized supplier
cost savings supply risks business performance




7 Key Steps in the Strategic Sourcing Process
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Important process steps in Strategic Sourcing

* (Categorize the commodities Study commodity types
«  Map Spend profile » Map Commodity consumption & spend
* (Obtaindetailed specifications *  Analysissupply and market

Category

Assessment

Strategy A s
Development Implementation’

& Execution ~ and transition

Negotiation Supplier

and Contract Relationship
finalization management

|dentify the suppliers &send RFQs * Preparetransition planfor new suppliers *» Measuresupplier performance metrics
Evaluate proposals & conduct negotiation * |Implement contract process & strategy *» Manage and improve performance
Award contract changes * |ncorporate lessons learned

« Define performance metrics






Advantapges of MAKING
Low cost

Better quality

Unique characteristics
Better time management

MAKE or BUY DECISION

Risk tied to BUYING J/ OUTSOURSING
Size, power of producer
Technical capacity of buyer



EVALUATION
STAGE

- assess risks, — evaluate implication on || - measure current || — define organisation
- senior management and company's strategy and future costs, needs

employee announcement, || - determine core — measure current || — engage the
— choose the project leader, competences, and future marketplace
— appoint the project team, — define motive, performance — prepare and deliver
- choose independent objective, scope / request of proposal

advisor, L7 (RFP)
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Risk

Distinctives Criticals
Make/buy: Make/buy:
If buy, strategic Unique; vital for
source. functionality.
Generics Commodities
Buy: Buy:
Includes In volume for
maintenance, repair, production.

and operations
(MRO) materials.

Value




Capacity management process

:

Establishing
company’s
plans

2

Evaluating customer
demands and
opportunities

3

Analyzing existing
infrastructure and
resources

A

Carrying out
capacity
planning

S

Tracking and
reviewing production
capacity




Strategy Oversight

MANAGE TEAM,
DIRECT & MEASURE

v Project & team priorities

v Goal setting and tracking

v Pipeline & risk monitoring

v Financial & other value reporting

DEVELOP
PLAN & GOALS

v Overall procurement plan
v' Category-level plans

v ESG/Diversity initiatives
v Spend compliance

Spend Intelligence

Execution

ACTION &
PURCHASE

v e-Sourcing & e-Auctions
v Contracting

v e-Purchasing

v/ Payments & expenses
v Supplier management

ERP 7 S2P




Types of Sourcing Strategy

Multiple Saurnng Elnhal Sourcing

Various suppliers or vendors are used for various Utilizing overseas markets to source products,
parts of a good or service. senri-:es, or personnel is part of this strategy.

Dual Sourcing -

Businesses work with two vendors or
suppliers to provide the same good or service.

» QOutsourcing

Hiring a third-party provider to carry out
particular business operations or services

. -

Single Sourcing Insourcing
Depending solely on one vendor or source for Carrying out business operations in-house as opposed
a specific good or service. to outsourcing them to third parties.

. |




Business Data Operations

a2 Procurement Cost
» Quality & Service

« Strategic Business Plans
» Budgets

FCORDIG DNts SPONS TOrera

N Procurement et

» Commodity Indices « Savings Forecast

» Economic Forecasts St r a te g y Demand Forecast

= Supplier Acquisitions
Financial Data * Revenue Impact

» Projected Revenues » Savings

» Projected Cash Flows
Projected Growth




Objectives of Strategic Procurement

Cost
Optimization

Supplier
Management

Supply Chain
Resilience

Innovation and Value
Creation

Compliance and Ethical
Sourcing
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Research/
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METHODS OF DEMAND
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Barometric
Method

Sales Force

Composite
Method
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Experimentation
Method
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