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ABSTRACT

The aim of the research reported in this thesis is to gain understanding of global
sourcing practices of companies in the UK and to develop a framework to improve
sourcing strategy implementation. This research was conducted by carrying out
literature review, analysis of case studies through semi-structured interviews, analysis
of an online-based survey, development of a global sourcing framework, feedback
process and finally the refinement of the framework.

The global sourcing practices, in terms of eight critical success factors, which were
identified through literature, was investigated through case studies. This research also
provides insights into how critical certain factors are to the effectiveness of the
company’s sourcing strategy and how broadly were those factors actually implemented.
The gaps between the perceived importance of global sourcing practices and the actual
implementation were explored through survey. The information gathered from the
literature, case studies and survey provided the input to develop a global sourcing

framework.

As more and more studies create awareness of the critical success factors that are
important for implementing a global sourcing strategy, there is a need for a framework
to be developed to help a company identify areas where they can improve in terms of
implementation of the sourcing strategy. The global sourcing framework was developed
to assess the current sourcing level of companies, providing guidance for companies to
identify the areas for improvement in their approach to global sourcing and helping
companies determine where they need to be in terms of the global sourcing strategy and
having it aligned with their corporate strategy. The framework has been validated and

found to be feasible, usable and useful to improve a company’s sourcing strategy.
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1 Introduction
This chapter describes the introduction to the study, research rationale, research aim,

research scope and the thesis structure.

1.1 Introduction to the study
The success of organisations is often attributed to their competitive advantage. The

search for competitive advantage is increasingly vital to the survival of any
organisation because of the pressures from globalisation. Understanding how to
achieve competitive advantage in today’s volatile environment should be a major
concern for companies that manufacture and market their products or services all
around the world. According to Trent and Monczka (2003b), one area where

companies can begin to capture the benefits of globalisation is global sourcing.

Throughout the 1980s, purchasing strategies were focused on narrowing the supplier
base, establishing single sources of supply and creating supplier partnerships (Kohn,
1993). Kohn further stated that although this strategy has its advantages, such as being
able to exploit cost competitiveness and technology of these suppliers, companies
may lose out in terms of not being able to seek other suppliers that may produce

superior products.

McGowan (1997) mentioned that “conventional wisdom was that firms should buy
products from domestic or local suppliers as much as possible to maintain predictable
deliveries and make certain of quality control”. Nevertheless, this conventional
wisdom is challenged as firms are exposed to opportunities of global sourcing
(McGowan, 1997).

An abundance of research regarding the topic of international sourcing emerged
during the late 1980s and early 1990s (Trent and Monczka, 2003b). Trent and
Monczka (2003b) identified that international purchasing was a primary research
focus during this period. They further stated that this is a trend due to the belief that
international purchasing could help reverse the declining competitiveness of many

Western firms.



The trend towards increased global purchasing is clear (Trent and Monczka, 1998;
Byrne, 2002; Fraering and Prasad, 1999). Trent and Monczka (1998) stated that cost
reduction pressures and the need to gain exposure to worldwide process and
technology will ensure that a gradual increase in total purchases from foreign sources

will continue.

An article in the Purchasing magazine, “Global sourcing to grow-but slowly” also
noted that global sourcing will continue to expand and increase due to the need for
competitive pricing and innovation (Anonymous, 2000). Birou and Fawcett (1993)
noted that international sourcing has become an attractive competitive option for an
increasing number and variety of firms. In addition, they emphasised that the
“international purchasing decision is complex with many pitfalls awaiting the

unprepared firm” (Birou and Fawcett, 1993).

According to Fagan (1991), companies should no longer ask the question of whether
they should go global; instead, companies should find ways to capture the benefits of

global sourcing and minimizing the costs and risks.

1.2 Research gaps
Based on the researcher’s literature search, there is an abundance of literature

covering the subject area of international purchasing and global sourcing; mainly
focusing on the benefits, challenges, critical success factors, strategy development and
the issues associated with the progression levels. However, there was limited

literature that addressed global sourcing practices of companies in the UK.

In this research, the researcher is also interested in highlighting the degree of
importance of having qualified personnel involved in the implementation of the global
sourcing strategy. As identified in the studies conducted by Trent and Monczka
(2005) and Petersen et al. (2000), having qualified personnel is important in the
implementation of a global sourcing strategy. However, this factor did not receive as
much emphasis as other factors such as executive commitment to global sourcing and

well-defined processes.



There was also little emphasis placed on the development of a framework to improve
global sourcing implementation. There is a gap in the literature of a detailed
framework on how companies can identify the gaps in implementation and devise the
action plan to reduce the gaps. There is a need for a global sourcing implementation
framework because the frameworks described in the literature, focused on decisions
made before the strategy is implemented and the development process.

1.3 Research aim
To explore what UK based companies are practising in terms of global sourcing and

to develop a framework that can help companies improve their sourcing strategy

implementation.

1.4 Research scope
This research is focused on the global sourcing strategy implementation of companies

in the UK. Before going to the details of the global sourcing strategy, it is important to

describe how global sourcing strategy link to globalisation and international business.

Stiglitz (2003) described globalisation as the “closer integration of the countries and
peoples of the world which has been brought about by the enormous reduction of
costs of transportation and communication, and the breaking down of artificial
barriers to the flows of goods, services, capital, knowledge and people across
borders”. Globalisation requires that companies have closer links with their supply
chains which are geographically dispersed. In respect to dealing with global
competition, Heizer and Render (2008) explained that “competition is no longer
between companies; it is between supply chains”. The supply chain is an important
part of a company’s strategy as it can influence the opportunity for the company to
reduce costs and increase margins (Heizer and Render, 2008). Seeing that supply
chain management is important for companies, the global sourcing strategy should be
considered vital as the effective implementation of this strategy offers companies the

opportunity to achieve competitive advantage.



International business is defined as a “business that is primarily based in a single
country but acquires some meaningful share of its resources or revenues from other
countries” (Griffin, 1999). To succeed in international business, companies need to
understand the effects of globalisation on their business strategies. The effect of
globalisation forces companies to look into ways to achieve competitive advantage

and one way companies can achieve it is by implementing global sourcing.

Global sourcing requires careful planning and implementation. While it is common to
focus on the planning side of business strategies when companies conduct
transactions across national borders, it is equally important for companies to look
back and review their implementation. The global sourcing process is complex, thus
companies should also have a process where they are able to evaluate their current
performance, to see whether it is going according to plan. Hence, this research is
focused on developing a framework for companies to identify areas to improve in

terms of their global sourcing strategy implementation.

In order to develop the framework, the critical success factors of global sourcing were
identified in the literature. These critical success factors provide companies the
opportunity to realise and maximise the advantages of implementing this strategy. The
advantages that global sourcing offer include lower costs, access to higher quality
goods, access to worldwide technology, better delivery service and better customer
service. The global sourcing practices of companies were also identified in the

literature.

As mentioned earlier in this section, the research scope of this thesis is on the global
sourcing practices of companies in the UK. The focus of this study is on companies in
the UK since most literature on global sourcing was based on studies done on
companies in the US and worldwide. This research seeks to offer insight on the global

sourcing implementation in the UK.



1.5 Thesis structure
This thesis is organised and presented in nine chapters. The contents of the chapters in

this thesis are as follows:

Chapter 1 — Details the introduction to the study, research rationale, research aim
and research scope.

Chapter 2 — Covers the literature review of the area of global sourcing.

Chapter 3 — Explains the research methodology used.

Chapter 4 — Presents the research findings from the case studies.

Chapter 5 — Presents the research findings from the survey conducted.

Chapter 6 — This chapter addresses the framework development.

Chapter 7 — This chapter details the feedback process of the framework.

Chapter 8 — Presents the discussions and conclusions for the whole research. This
chapter covers the contribution of this research, limitations of the study and

recommendations for future research.



Figure 1.1 describes the research workflow of this research in relation to the structure

of this thesis.

Stage 1 Method: Scoping background of research area. -
Identifying a 5
specific area of Output: Identified research aim and scope. g
study )
Stage 2 v | Method: Reviewing existing literature. N /
Literature Review 3
Output: Defined global sourcing, research objectives and g
research questions. 5
Stage 3 ¥ | Method: Detailing the methodology. on Y
Research 3
Methodology Output: Identified case study and survey as chosen method. g
o
Stage 4 ¥ | Method: Analyzing data from case studies and survey. _ v
Data Collection & 2w
Analysis Output: Cross case analysis from interviews and gap analysis < f
from survey. o
Stage 5 ¥ | Method: Developing and refining the framework from data A\
Framework collected. o
Development, S
Feedback and Output: Global sourcing strategy implementation framework. c©
Refinement
Stage 6 v | Method: Discussion of the study and reviewing the research
Discussion and questions. o Y
Conclusions i
Output: Conclusion from the study, contribution to knowledge, ‘;Q"_
limitations of the study, recommendations for future work. O

Figure 1.1: Research Workflow and Thesis Structure of This Thesis

This chapter has introduced the research and the thesis structure. The next chapter will

cover the literature review of the area of global sourcing.




2 Literature Review

2.1 Introduction
This chapter reviews the relevant literature on global sourcing. The reasons

companies source globally and the significance of manufacturing to UK’s economy
are identified. Global sourcing is defined and the characteristics of each sourcing level
are explained. Also covered in this chapter are critical success factors of worldwide
sourcing, global sourcing frameworks from past research, importance of having

qualified personnel, the research objectives and research questions.

2.2 Reasons companies source globally
There are many reasons why companies would decide to source globally. The main

incentive to sourcing globally is surviving competitive pressures because of
globalisation. Ohmae (1989) in his article “Managing in a Borderless World”
emphasised that “geographic boundaries have largely become irrelevant as the result
of a speedier flow of information”. The capability of receiving more information is
now forcing companies to globalise by delivering products and services based on the
customers’ needs and preference (Ohmae, 1989). In view of this, managers need to
effectively build strategies and pay close attention to their customers in order to meet

the requirements of the borderless world (Ohmae, 1989).

Fagan (1991) mentioned in his article that with the lowering of trade barriers, the
survival of a company depends heavily on the ability to compete globally. The study
titled “The Future of Purchasing and Supply: A Five- and Ten- Year Forecast” by
Carter et al. (1998) found that regional and global strategies will become a critically
important source of competitive advantage. Alguire et al. (1994) identified global
sourcing as an important element of global strategy. Fagan (1991) had pointed out that
global sourcing has become a prerequisite to compete in today’s environment. Firms
pursue international sourcing as a reaction to increased worldwide competition from
foreign threats or as a proactive strategy to gain competitive advantage (Monczka and
Trent, 1991; Birou and Fawcett, 1993). Global sourcing has been identified as a
strategy that could help companies to achieve competitive advantage (Kotabe, 1998;
Samli et al., 1998).



Kohn (1993) mentioned that “the pressure of globalisation and benefits of foreign
sourcing has motivated many companies to expand their purchasing activities beyond
domestic and traditional supply bases”. Alguire et al. (1994) noted that “firms should
search around the world for the best sources and not depend solely on domestic
suppliers given the probability that superior sources can be obtained elsewhere”.
“Companies that pursue global sourcing would be in a more advantageous

competitive position than domestic-bound companies” (Kotabe, 1998).

The literature has provided several avenues of discussion on the reason companies
source globally. This section discusses the motivators, drivers, facilitators, barriers
and benefits from global sourcing that have been identified throughout the literature.
Many authors provided the drivers or motivators of sourcing globally. There can be
proactive and reactive motives for companies to source globally. Cavusgil et al.
(1993) detailed the reasons that motivate companies to implement global sourcing
(refer to Table 2.1).

Table 2.1: Motives for Global Sourcing (Cavusgil et al., 1993)

Proactive Motives Reactive Motives
Competitive e To exploit technological e To protect proprietary
(Firm- superiority (unique or technology leakage
specific) differential products) e To cope with intensifying global
Advantages e To enhance technological competition more effectively
capabilities e To lock out competitors from a
e To assure organisational selected competitive base
flexibility e To take advantage of more
e Togain a foothold in a efficient logistics/delivery
promising new market systems
e To assure delivery and quality
improvements
Comparative e To take advantage of foreign e To diversify supply sources to
(Location- government incentive spread risks
Specific) e Toexploit currency fluctuations | ¢  To exploit cost advantages such
Advantages as cheaper labour, materials and
components
e To satisfy local government
requirements such as local
content, countertrade and offset
e To overcome protectionist
barriers
e To guard against currency
fluctuations




Other authors that have discussed the drivers or motivators of sourcing globally are
detailed in Table 2.2.

Table 2.2: Drivers or Motivators of Sourcing Globally

Author and Year | Drivers or motivators of sourcing globally

Bozarth et al. e Government requirement for companies to purchase specified amounts

(1998) of goods and services from local companies such as offset
requirements, currency restrictions, local content and counter-trade.

e Access to lower prices.

e Access to goods that are at par or better quality compared to US and
European suppliers.

e Gain access to new technology.

e (Gain access to new markets through joint ventures and strategic
alliances.

e Shorter product development and life cycles caused by global
competition, growing product lines and rapid changes in technology.

¢ Building competitive advantage through comparative advantage of a
country as some countries have naturally better sources of commodity
and supplies.

Monczka and
Trent (1991)

The introduction of competition to the domestic supply base
Establishing a presence in a foreign market

Satisfying off-set requirements

Increasing the number of available sources

Reacting to offshore sourcing practices of competitors

Brockwell
(2008)

Access to fresh research, design, or specialised intellectual capital
Availability of new technology and capacity

Gain access to new markets

Superior quality

Birou and Fawcett (1993) described the three most important decision drivers to
source globally; higher quality available from foreign sources, availability of foreign
products which are not available domestically and lower prices available from foreign
sources. These three factors were also quoted as the main drivers by Monczka et al.
(2008).

Monczka and Trent (1991) explained that major drivers that will drive companies
varies but will include the reasons that they have identified (refer Table 2.2). Bozarth
et al. (1998) explained that the motivations for global sourcing vary between
companies, depending on a company’s sophistication and prior experience with global
sourcing. Spekman (1991) argued that the type of global sourcing strategy chosen
depends on (1) company capability and resources, (2) availability and capability of
suppliers, (3) projected sourcing volumes and variability and (4) the degree of

integration of offshore sourcing with other operations.




Quintens et al. (2006) believed that the identification of antecedent factors that would
influence the extent of global purchasing is an advantage because it can help
businesses understand the fundamental logic behind why businesses would decide to
pursue global purchasing. Quintens et al. (2006) has provided an extensive list of
factors that influence the decision to source globally (see Table 2.3). Quintens et al.
(2006) divided the list into five levels of analysis; product, firm/management,
network, industry/competition and environment. Table 2.3 is categorised according to
three types of antecedents of global purchasing:

(1) Drivers (elements that favour or speed up the global purchasing decision),

(2) Facilitators (conditions that do not necessarily lead to more global purchasing but
ease its implementation)

(3) Barriers (factors that make it more difficult or even impossible to pursue or
intensify global purchasing).
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Table 2.3: Proposed Antecedents of Global Purchasing (Quintens et al., 2006)

Drivers Facilitators Barriers
Product e Cost advantage e Product type e Limited production
(materials and e Supplier certification volume
components) e Top management o Different product
e Better delivery support standards
performance e Nationality of parent ¢ Regular design
e Higher-quality company changes
products o Insufficient product
e Unique or differential modifications
products o Delivery delays
e Obtain better
technology
Firm/ e Assure organisational | e Knowledge on foreign | e Parallel trade
management | flexibility business, exchange e Lack of resources
¢ Global attitude, rates and global needed for global
orientation and opportunities purchasing (staff, time,
experience e Planning for global money, etc.)
¢ Centralisation of purchasing e Cost of travel and
decision making e Operational communication
e Integration of philosophy (lot sizes, e Accurate demand
worldwide activities number of suppliers, forecasting
etc.) « Nationalistic
e Development of purchasing behaviour
communication skills | e Increased paperwork
Network ¢ Take advantage of e Long-term relationship | e JIT sourcing
existing logistics prospects requirements
systems ¢ Buying alliances ¢ Finding qualified
e Diversification of the suppliers
supplier base e Foreign supplier image
Industry/ e Competitive e Type of industry e Diverse business
competition positioning e Technological practices
e Protect proprietary orientation of industry | e Limited industry
technology information

e Gain a foothold in new
markets
e Market size

o Agents/brokers fees
o Intensity of foreign
competition

Environment

¢ Cost advantages
(labour)

o Satisfy countertrade
requirements

¢ Guard against currency
fluctuations

e Stimulating foreign
government policies

¢ Advantages legal and
economic environment

¢ Development of trade
zones

e Better foreign transport
and communication

e Capable intermediaries

e Cultural similarities

¢ Import quotas

e Country of origin
image

o Adverse political
environment

¢ Adverse economic
environment

¢ Customs regulations

¢ Different time zones

¢ Lack of government
assistance

e Language

o Cultural differences
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Previous research has identified various benefits firms obtain through international
purchasing and global sourcing (Birou and Fawcett, 1993; Rajagopal and Bernard,
1994; Scully and Fawcett, 1994; Trent and Monczka, 2003b). The most widely
recognised benefit of global sourcing has been lower costs (Fagan, 1991; Rajagopal
and Bernard, 1993; Kohn, 1993). Research by Trent and Monczka (1998) revealed
that firms want to realise cost savings because of “cost reduction pressures and the
need to gain exposure to worldwide process and technology”. Nevertheless, lower
costs are not the only benefit realised from global sourcing (Fagan, 1991). Based on
past studies, a list of the benefits realised from international purchasing and global

sourcing is depicted in Appendix 1.

From the earliest research conducted by Monczka and Trent (1991) in defining global
sourcing they have associated the sourcing levels with performance attainment. The
higher the sourcing level, the more benefits will be attained. Trent and Monczka
(2002) stressed that there is a strong correlation between the levels of international
purchasing or global sourcing pursued and the extent of benefits achieved. One of the
most revealing and interesting differences found between international purchasing and
global sourcing segments is the perceived benefits they realise from their sourcing
efforts (Trent and Monczka, 2003a). Results from the 2003a study conducted by Trent
and Monczka enforced that firms that engage in global sourcing (Level 1V and V)
realise greater benefits compared to firms that engage in international purchasing
(Level Il and I1). Trent and Monczka (2003a) suggested that the different benefits
attained between the segments help explain why many Level 11 and Il firms hope to
evolve toward Levels IV and V in the future. These benefits actually drive firm’s

global sourcing efforts.
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2.3 Significance of manufacturing to UK’s economy
The focus of this research is on manufacturing companies in the UK. This section

explains the significance of the UK manufacturing sector that influenced the
researcher to study this particular sector and the affect on global sourcing initiatives.
Christopher et al. (2007) recognised that the UK played a central role in the process of
globalisation.

When this research was started in 2006, the economic context was different compared
to the current economic context. In the first quarter of 2006, the economy was
growing at an annual rate of more than 1 percent (refer Figure 2.1). Figure 2.1 shows
the UK Gross Domestic Product Growth from 2004 to the first quarter of 2009 as
reported by The Office of National Statistics. In the last quarter (Q1 2009), the GDP
contracted by 1.9 percent compared to a decrease of 1.6 percent in the fourth quarter
of 2008. According to the Office of National Statistics (ONS, 2009), “the increased

rate of decline in output was due to weaker services and production output”.

Percentages
4 -
3 -
2 -
1 -
|:| -
_1 -
_2 -
_3 -

-4 4

-5 4
2004 2004 2005 2005 2006 2006 2007 2007 2008 2008 2009
Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1

C1lq =—49
Real GDP quarterly growth

Figure 2.1: UK Gross Domestic Product Growth from 2004 to the First Quarter of 2009. Source:
The Office of National Statistics (ONS) http://www.statistics.gov.uk
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The article “Scribe with an eye for industry” in the Manufacturer magazine covered
an interview with Richard Lambert, the director-general of the Confederation of
British Industry. Richard Lambert believed that the manufacturing sector would be a
driver in the economic growth of the country and believes that the decrease of demand
is experienced across the world (Anonymous, 2009). The recession has brought about
lower demand for products and services worldwide. The lower demand for products
and services has resulted in a decrease of manufacturing activities. However,
according to Richard Lambert, the manufacturing sector will be the main driving
force to improve the current economic state (Anonymous, 2009).

As the UK economy continues to be affected by the global economic trends,
companies should focus on taking advantage of the benefits that could be attained
through global sourcing and achieving competitive advantage. The external factors
that influence companies are various and differ across companies. It is therefore

important to be aware of the factors that are most relevant to the company.

Being aware of these external factors will able companies to plan and strategise in
order to reduce risk or take advantage of these factors. Even though some external
factors are out of the company’s control, it is essential for companies to identify what

they can do to reduce risk.

In order to survive the current economic climate, relationship with suppliers is
foreseen by industry experts as becoming more important. Suppliers are now looked
upon as business partners instead of just an external party that the company deals with
day to day. Young (2009) advocates the importance of working and supporting
suppliers in the economic downturn because by taking care of the suppliers, the
company would then reduce the risk of losing the source of supplies in the future.
Atkinson (2008) explained that gaining leverage from supplier relationship
management is currently important for companies that are looking for incremental
gains in the future since most companies “have already leveraged their volume and

have also explored low-cost country sourcing”.

14



PwC (2009) believes that “UK manufacturing will survive [the global downturn] as it
has survived the crises of 1973, 1982 and 1991. The sector faces a number of serious
challenges, from the long-term threats posed by emerging markets, to the current
economic downturn”. PwC (2009) suggests UK companies to be able to position
themselves in the global market, companies need to consider what strengths to build
upon and find a specific area to specialise in. PwC (2009) found that in order to build
a sustainable competitive advantage, companies must firstly focus on their unique
knowledge and capabilities. “A strong focus on R&D, dedication to quality, reliability
and responsiveness, strong partnerships throughout the value chain and concentration
on customisation will characterise the most successful business” (PwC, 2009).

There will still be room for improvement for companies that are affected by the
current economic situation, which leads to the requirement of a framework that can
help companies identify these areas that can be improved and plan strategies to reduce

the gap between the current operating level and the desired operating level.

2.4 The definition of global sourcing
Hong and Holweg (2005) explained that the most commonly quoted definition of the

term global sourcing is from studies conducted by Monczka and Trent. The terms
foreign sourcing, global sourcing, international sourcing and multinational sourcing
have been used interchangeably but there is a distinction between these concepts
(Monczka and Trent, 1991; Birou and Fawcett, 1993 and Trent and Monczka, 2005).

From the literature, definitions of international purchasing and global sourcing differ
in terms of co-ordination and integration of requirements of worldwide business units,
scope and complexity, where firms manufacture the products and the reason firms

source the products.

According to Birou and Fawcett (1993), international sourcing, multinational sourcing
and foreign sourcing are defined as “buying outside the firm’s country of manufacture
in a way that does not coordinate requirements among worldwide business units of a
single firm”. Trent and Monczka (2002) defined that international purchasing refers to
“a commercial transaction between a buyer and supplier located in different

countries”.
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Strategic global sourcing, however, refers to “the integration and coordination of
procurement requirements across worldwide business units, looking at common items,
processes, technologies and suppliers” (Monczka and Trent, 1991). Global sourcing
“includes the sourcing requirements combined from two or more of your business
unit’s location/sites outside the country borders where purchased goods or services
are used” (Monczka et al, 2006). Bozarth et al. (1998) explained that global sourcing
requires the implementation of centralised global commodity teams and an

information system that can track requirements and performance worldwide.

According to Trent and Monczka (2002), global sourcing, “which differs from
international purchasing in scope and complexity, involves proactively aggregating
volumes and coordinating common items, practices, processes, designs, technologies,

and suppliers across worldwide procurement, design, and operating locations”.

Hong and Holweg (2005) described global sourcing as a process where “products are
made with parts sourced from abroad as part of a global procurement strategy, to
satisfy local demand or foreign demand”. The products are either made domestically
or abroad (Hong and Holweg, 2005). Hong and Holweg (2005) described
international purchasing as a process where “products are made locally, with parts
sourced from abroad with procurement based on specific needs, to satisfy local or
foreign demand”. International purchasing and global purchasing here differ, in terms
of where companies manufactures and the reason a business sources its product (Hong
and Holweg, 2005).

Given these differences, Monczka and Trent (1991) explained that “an
internationalization of the sourcing process takes place as firms develop worldwide
experience”. “They evolve or progress from domestic purchasing only to the global
coordination and integration of common items, processes, designs, technologies, and

suppliers across worldwide locations” (Monczka and Trent, 1991).
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This progression is parallel to the description in an article by Rajagopal and Bernard
(1993), where they stated that “firms evolve along a continuum as they pursue and
mature within their sourcing efforts”. Kohn (1993) mentioned that “the progress
happens slowly and that companies do not move from stage to stage overnight”.
Fagan (1991) stressed that “global sourcing implementation will be most effective if it

occurs step by step”.

Figure 2.2 illustrates a multi-level framework that is supported by previous research,
and presents international purchasing and global sourcing as a series of evolving
levels along a continuum (Trent and Monczka, 2002). As defined in the figure, firms
that operate at Levels Il and Il practice international purchasing while firms that
operate at Levels IV and V practice integrated global sourcing (Trent and Monczka,
2003a).

Level | ® Engage in Domestic
Purchasing Only
; — ® Engage in Worldwide Buyin
Internat_lonal Level 11 Asg\l%eded e
Purchasing
I = Worldwide Buying as Part of
— Level 111 Purchasing Strategy
Global ® Regional and Global
Sourcin Level IV Coordination of Worldwide
9 Purchasing Strategies
® |ntegration and Coordination
Level V of Global Purchasing
Strategies with Other

Functional Groups and
Processes

Figure 2.2: International Purchasing & Global Sourcing Levels (Trent & Monczka, 2002)
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There needs to be a distinction between the terms “global sourcing” and
“outsourcing”. Hong and Holweg (2005) explained that outsourcing was also referred
to as global sourcing, but these two concepts are different. Throughout the literature,
there were instances where the title of the research is global sourcing, however when
the literature was read in more depth, the research was on outsourcing instead. One
recent example of this is the research by Edgell at al. (2008), titled Global Sourcing
Trends in 2008.

Outsourcing was defined by The Institute of Supply Management as “a version of the
make-or-buy decision in which an organisation elects to purchase an item that
previously was made or a service that was performed in-house; often utilised for
services (Monczka et al., 2005). “It involves sourcing and using a supplier that
provides the completed item or service rather than buying the components and
manufacturing them in-house” (Monczka et al., 2005). Outsourcing relates to “the
buying of services or products that do not represent core competencies” (Hong and
Holweg, 2005). Outsourcing is more of a decision to source the products to be made
in-house or to buy the products or services from a supplier whereas global sourcing is
a strategy to source products or services from outside the country of manufacture.
Hong and Holweg (2005) distinguishes these two concepts by saying “outsourcing
can thus be an instigator of global sourcing, but does not necessarily require the

adoption of an international sourcing strategy”.

2.5 Global sourcing as a strategy to achieve competitive
advantage
The literature on the development of international purchasing and global sourcing

strategies to achieve competitive advantage started evolving rapidly in the 1980s.
Monczka and Trent (1991) explained that with the rapid changes of global
competition in the 1980s, sourcing internationally was relied on by U.S. firms in order
to maintain competitiveness. As these firms became more experienced, there was a
shift from a reactive strategy to increased worldwide competition for survival to a
proactive strategy to gain competitive advantage (Monczka and Trent, 1991). From

there on the research on global sourcing has expanded tremendously.
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Purchasing was no longer perceived as a tactical function, but was then looked upon
as a strategic function that can be used to achieve competitive advantage. Steinle and
Schiele (2008) emphasised that “purchasing is a genuinely strategic function only if it

contributes to establishing a competitive advantage”.

There are several authors that believed global sourcing would provide companies with
a competitive advantage against their competitors. Monczka and Trent (1992)
believed that companies that successfully pursue global sourcing would achieve an
advantage over their competitors, whilst realising greater performance gains. Cavusgil
et al. (1993) believed that “firms that are able to create a system that emphasises the
pursuit of a coordinated and integrated sourcing strategy will be positioned to exploit
greater sustained competitive advantages over firms that are not”. Cavusgil et al.
(1993) also explained that “global sourcing is increasingly used as a proactive strategy

to gain competitive advantage”.

Some authors advocate the use of global sourcing to achieve competitive advantage.
Hefler (1981) proposed that global sourcing be used to maintain or gain competitive
positions. Monczka and Trent (1991) acknowledged that global sourcing is one of the

key strategies that is crucial to the success of companies.

2.6 Role of the purchasing function to achieve competitive
advantage
Carter and Narasimhan (1996) explained that “the purchasing function should be

viewed as a key component of firm competitiveness and involved at the highest level
of corporate strategy formulation and decision making”. The purchasing function
involves “acquiring raw materials, components, goods and services for conversion,

consumption or resale” (Lysons and Farrington, 2006).
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Lysons and Farrington (2006) explained that “function” is defined as “a unit or
department in which people use specialised knowledge, skills and resources to
perform specialised tasks”. Lysons and Farrington further explained that there is a
distinction between purchasing function and purchasing department. A purchasing
department is “the organisational unit responsible for carrying out this function as in
many organisations, purchasing is still part of a departmentalised structure” (Lysons
and Farrington, 2006).

Reck and Long (1988) explained that “the degree the purchasing function contributes
to its firm’s competitive advantage varies significantly among firms”. Reck and Long
(1988) further explained that the attitudes and practices of the purchasing personnel
will affect the level of contribution made by the purchasing function to the

competitive strategy.

Table 2.4 shows the strategic stages and the characteristics of each stage in the
development of the purchasing function. In the integrative stage, the purchasing
strategy is integrated into the overall competitive strategy of the firm (Reck and Long,
1988).

Table 2.4: Strategic Stages and the Characteristics in the Development of the Purchasing
Function (Reck and Long, 1988)

Characteristics:

Stages Definition: Nature  of | Overall
long-range characterization
planning

Passive The purchasing function has no strategic | None Clerical function

direction and primarily reacts to the
requests of other functions.

Independent | The purchasing function adopts the latest | Commodity | Functional
purchasing techniques and practices, but | or procedural | efficiency
its strategic direction is independent of the
firm’s competitive strategy.

Supportive The purchasing function supports the | Supportive of | Strategic facilitator
firm’s competitive strategy by adopting | strategy
purchasing techniques and practices which
strengthen the firm’s competitive position.

Integrative Purchasing strategy is fully integrated into | Integral ~ of | Strategic
the firm’s competitive strategy and | strategy contributor
constitutes part of an integrated effort
among functional peers to formulate and
implement a strategic plan.
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2.7 Sourcing levels and the characteristics
The classification of sourcing levels by Monczka and Trent (1991, 1992) and Trent

and Monczka (2002) was used in this research because it was found to be specific and
detailed. Bozarth et al. (1998) acknowledged that Monczka and Trent (1991, 1992)
provided the most complete classification of global sourcing. Monczka and Trent
(1992) acknowledged that not all companies pursue worldwide sourcing or progress
exactly to the progression levels they have suggested but the progression levels were
formulated based on research and experience with companies across different
industries. Table 2.5 explains the definition of each progression level of worldwide

sourcing strategies by Monczka and Trent (1991, 1992) and Trent and Monczka

(2002) as mentioned earlier in Figure 2.2.

Table 2.5(a): The Progression Levels of Worldwide Sourcing Strategies

Level 1: Engage in domestic purchasing only

Monczka and | ¢ Domestic buyers designated by the business unit for international

Trent (1991) purchasing.

Monczka and | e Firms lack initiative, personnel, structure or the need to pursue worldwide
Trent (1992) sourcing.

Trent and e Engage in no direct worldwide purchasing activities.

Monczka o Either because they perceive no need of buying internationally or lack the
(2002) expertise to do so.

o Domestic sources fulfil all purchasing requirements.

e Companies purchase from domestic suppliers or distributors that are
involved in international purchasing.

Level 2: Engage in worldwide buying as needed

Monczka and | e Business unit uses subsidiaries or other corporate units for international

Trent (1991) sourcing assistance.

Monczka and | e Foreign-based units provide presence and knowledge of foreign markets.

Trent (1992)

Trent and e Companies progress to this level usually reactively.

Monczka ¢ Confronted with a requirement for which no suitable domestic supplier

(2002) exists or because competitors are gaining an advantage due to worldwide
sourcing.

o Supply disruption, rapidly changing currency exchange rates, a declining
domestic supply base, inflation within the home market or the sudden
emergence of competitors.

¢ International purchasing at this level is usually limited or performed on an
ad hoc basis.
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Table 2.5(b): The Progression Levels of Worldwide Sourcing Strategies (Continued)

Level 3: Worldwide buying as part of purchasing strategy

Monczka and

e International purchasing offices (IPOs) established throughout the world.

Trent (1991)
Monczka and Establish [POs when external assistance can no longer support a firm’s
Trent (1992) foreign sourcing requirements.
IPOs support the separate business units within a firm and staffed with
people who report to a centralised corporate purchasing executive.
Trent and Companies operating at this level recognise that a properly executed
Monczka international purchasing strategy can result in major performance
(2002) improvements.
However, procurement strategies are not well coordinated across
worldwide buying locations, operating centers, or business units.
Each major buying center operates independently.
The progression to the third level occurs because purchasers realise that
lower purchase prices and other performance improvements may result
from worldwide sourcing.
During this shift, a purchaser develops a worldwide attitude and an
awareness of alternate sources that cart support the attainment of business
goals.
Frequently, purchasing focuses on emerging markets for price reductions.
Third-level participants often designate certain buyers to manage
international purchasing, solicit international help from worldwide
subsidiaries, or rely on international purchasing offices to support
purchasing activities.
Level 111 is where many firms begin an organisational maturing process
that enables them to evolve toward true global sourcing.
Level 4: Regional and global coordination of worldwide purchasing strategies
Monczka and | e Assign, design, build and sourcing responsibility to a specific business
Trent (1991) unit somewhere in the world.
Monczka and Require greater coordination between business units.
Trent (1992)
Trent and Higher levels of the internationalisation process occur when an
Monczka organisation integrates and coordinates material and service requirements,
(2002) usually through central coordination, across worldwide divisions or

business unit locations.

Level 1V represents a highly sophisticated level of strategy development.
Operating at this level requires worldwide information systems, personnel
with advanced skills and knowledge, worldwide coordination and
communication mechanisms, an organisational structure that features
control coordination at global activities, and executive leadership that
endorses globally integrated sourcing.

Organisational designs begin to resemble a matrix approach where
sourcing personnel report directly to their buying centre but also have a
dotted-line reporting relationship to a central coordinating group.
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Table 2.5(c): The Progression Levels of Worldwide Sourcing Strategies (Continued)

Level 5: Integration and coordination of global purchasing strategies with other
functional groups and processes

Monczka and | e Integration and coordination of worldwide global sourcing strategy.
Trent (1991)

Monczka and | e Requires the coordination of purchase requirements between business

Trent (1992) units on a worldwide basis.

e Firm must combine purchase requirements and coordinate information,
strategies, technical requirements and suppliers between business units to
maximise purchasing performance.

e Maximise the information and buying leverage of a firm by coordinating
and integrating purchasing and the supply base on a worldwide basis.

¢ Integrate sourcing strategy, product design, information, suppliers and
common purchased requirements across business units.

Trent and e Organisations operating at Level V have achieved the cross-locational
Monczka purchase integration that firms operating at the Level 1V have achieved.
(2002) e The primary distinction is that Level V participants proactively integrate

and coordinate common items, processes, designs, technologies, and
suppliers across worldwide purchasing centres and with other functional
groups.

e This integration occurs during new product development as well as during
the fulfilment of customer orders.

e Level V global sourcing strategy is also linked horizontally with other
functional groups, particularly engineering, operations, and increasingly
marketing.

e Furthermore, designing, building, and sourcing responsibilities are often
assigned to the most capable units around the world.

¢ Only those companies that have worldwide design, development,
production, and global procurement capabilities can, by definition,
progress to this level.

Monczka and Trent (1992) recognised that not all industries require the same level of
worldwide sourcing for companies to be leading edge competitors. Monczka and
Trent (1992) found that “different strategies, which correspond to different levels of
worldwide sourcing involvement, require different capabilities for successful
execution”. Monczka and Trent (1992) have initiated the detailing of selected
capabilities and performance characteristics across five sourcing strategies. For
example, companies that pursue the most complex strategy to integrate and coordinate
their worldwide sourcing strategy are required to have a common worldwide part
coding system, a worldwide database that is accessible by all their business units and
a worldwide performance tracking system (Monczka and Trent, 1992). According to
Monczka and Trent (1992), knowing the conditions will allow companies to evaluate

their requirements once they have identified which strategy to pursue.
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With regards to the findings by Monczka and Trent (1992), this research will look
into the different capabilities or practices that are required under the different levels
according to the critical success factors that were identified in the literature. The
purpose of identifying the capabilities in this research is different from Monczka and
Trent (1992). This research identifies the capabilities to be used in the framework that
will be developed, in order for companies to recognise if they are currently operating
at the desired level.

2.8 Critical success factors of worldwide sourcing
Previous research has identified the critical success factors firms require in order to

successfully develop and implement international purchasing and global sourcing
(Birou and Fawcett, 1993; Scully and Fawcett, 1994; Rajagopal and Bernard, 1994;
Trent and Monczka, 2003a; Trent and Monczka, 2003b). Based on past studies, a list
of the critical success factors is depicted in Appendix 2.

Rajagopal and Bernard (1994) and Birou and Fawcett (1993) discussed that
developing a successful international sourcing program requires extensive
commitment of time and resources. Birou and Fawcett (1993) further added that a
long term perspective must be adopted and supported by top management to assure
the commitment of resources to develop the strategy. Making a commitment from the
top and then sustaining it is important for global sourcing success, as a short-term
focus would work against the benefits that could potentially be attained from global

sourcing activities (Fagan, 1991).

In another aspect, there are differences between firms that implement global sourcing
and international purchasing in terms of perceived critical success factors. Trent and
Monczka (2003a) found that firms that engage in global sourcing rate certain factors
as more critical to their sourcing efforts compared with firms that engage in

international purchasing.

24



Trent and Monczka (2003b) pointed out that a specific critical factor that consistently
becomes apparent in the studies that they have conducted is the importance of
qualified personnel to support global sourcing. In their 2003b article, personnel with
the required knowledge, skills and abilities was the highest rated critical success
factor and lack of qualified personnel was the most serious problem. “Access to
personnel with the right knowledge, skill and abilities is perhaps the most important
resource behind global sourcing success” (Monczka et al., 2008). Monczka et al.,
(2008) found that personnel that are involved with global sourcing efforts are
moderately prepared to support the process where the requirements from global
sourcing differ dramatically compared to the knowledge and skills that is required of

local and regional sourcing activities.

2.9 Global sourcing excellence characteristics
The literature has certainly identified various critical success factors that are

important in the implementation of the global sourcing strategy. The study by Trent
and Monczka (2005) compiled some of the critical success factors into groups of
themes they call characteristics. Trent and Monczka (2005) have documented seven
key characteristics that firms should have in order to achieve global sourcing
excellence. Trent and Monczka (2005) conducted a study on large North-American-
based multinationals which were involved largely in manufacturing. As the results of
the study could not be generalised over a broader population, particularly for
companies outside the US, the researcher will use the characteristics in the study as
the main input in the global sourcing practices framework that will be developed. The
list of characteristics of global sourcing excellence generated by Trent and Monczka

is depicted in Appendix 3.

Trent and Monczka (2005) explained that the characteristics of global sourcing
excellence can be grouped into seven broad characteristics, namely executive
commitment to global sourcing, rigorous and well-defined process, availability of
needed resources, integration through information technology, supportive
organisational design, structured approaches to communication and methodologies for

measuring savings.
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They have also identified that the most important factor for global sourcing success
was access to personnel with the right knowledge, skills and abilities (Trent and
Monczka, 2005). However, this factor was positioned under the Availability of

Needed Resources characteristic and not as one of the main seven characteristics.

Many previous studies have discussed the first characteristic of global sourcing
excellence mentioned by Trent and Monczka (2005), which is executive commitment
to global sourcing. This characteristic entails top management support or executive
commitment and mandate to source worldwide. Past research that justifies this point
includes research done by Birou and Fawcett (1993), Scully and Fawcett (1994),
Rajagopal and Bernard (1994), Trent and Monczka (2003a), Monczka et al. (2008).
Monczka et al. (2008) explained that the ‘“designation of a process owner to
continuously review and improve the global sourcing process” was important and that

the process owner can be either an executive leader or steering committee.

In connection to the extent of top management support, Birou and Fawcett (1993)
explained that a long term perspective must be adopted and supported by top
management to assure the commitment of resources to develop an adequate
foundation for international sourcing. The commitment from the company and
executive leaders is important to ensure that the needed resources are made available
to support global sourcing activities (Monczka and Trent, 1992 and Monczka et al.,
2008). The importance of resource allocation is explained by Birou and Fawcett
(1993), where they argued that the success of implementing the global sourcing
strategy involves a lot of resource dedication and management participation because
global sourcing, as a proactive strategy, would help companies establish a sustainable
competitive advantage. According to Fagan (1991), making a commitment from the
top and then sustaining it is important for global sourcing success. A short-term focus
would work against the benefits that could potentially be attained from global

sourcing activities (Fagan, 1991).
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The second characteristic, a rigorous and well-defined process, was found to be
important in previous studies. Birou and Fawcett (1993) have identified two important
steps in implementing an international sourcing program. Firstly, firms need to
develop a well-defined understanding of the firm’s purchasing needs and objectives,
and also go through the extensive planning for implementation (Birou and Fawcett,
1993). The planning process was also regarded as important by Scully and Fawcett
(1994). The second step covers supplier selection and development (Birou and
Fawcett, 1993). Having foreign supplier certification or qualification methods was
described as important by Birou and Fawcett (1993) and Scully and Fawcett (1994).
“A well-defined and rigorously enforced sourcing process is the foundation of
integrated global sourcing and one of the most important predictors of success”
(Monczka et al., 2008). Monczka et al. (2006) found that having a well-defined
process provides positive outcomes such as “reduced price and lower total cost of
ownership, reduced supply chain costs, improved supply chain performance other
than price, improved sourcing process outcomes, better management of inventory

across the supply chain and improved overall performance to external customers”.

The third characteristic, availability of needed resources, has also been thoroughly
researched in the past. Rajagopal and Bernard (1994) and Birou and Fawcett (1993)
discussed that developing a successful international sourcing program requires
extensive commitment of time and resources to overcome the obstacles encountered
in the complex buyer-seller environment. Monczka et al., (2008) explained that the
resources needed when implementing global sourcing include travel and living
expenses of purchasing personnel, availability of required information, access to

qualified personnel and time for the purchasing personnel to develop the strategies.

The fourth characteristic, integration through information technology, was identified
by Trent and Monczka in 2003. The availability of required information and data and
the ability to identify common requirements and part-coding schemes across buying
units reveals the importance of information as a success factor (Trent and Monczka
2003a). In addition, having compatible information systems with suppliers was also
identified as important (Trent and Monczka, 2003b). Trent and Monczka (2003b) and
Monczka et al. (2008) also emphasised that access to complete, reliable and timely

information is considered vital. Monczka et al. (2008) found that the most widely
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shared information between companies and their suppliers were cost, quality and
supplier delivery performance. In addition, other than performance data, companies
now share broader information which is related to a supplier’s technology
contribution, future technology plans, future demands, future investment plans and
supplier feedback on the buying company (Monczka et al., 2008). Monczka et al.,
(2008) found that sharing this information has resulted in lower supply chain costs,
improved supply chain performance other than price, a better sourcing process and
higher level of trust.

The fifth characteristic, supportive organisational design, was found to be important
in supporting the global sourcing initiative. Establishing foreign buying offices in
source markets was considered important by Birou and Fawcett (1993) and Scully and
Fawcett (1994). In addition, it was also important for international purchasing offices
to support global sourcing requirements (Trent and Monczka, 2003b; Trent and
Monczka, 2005).

Monczka et al., (2008) believed that the International Purchasing Offices (IPOs) will
increasingly be a critical success factor. Monczka et al., (2008) described the IPOs as
a full-service procurement centre that facilitates access to products, improves delivery
reliability with suppliers, reduces order cycle time and lowers purchasing transaction
costs. Other than the support of the international purchasing offices, Trent and
Monczka (2003b) identified that it was vital for the operations/manufacturing and
marketing department to support the global sourcing process. Cavusgil et al. (1993)
considered that global sourcing should become an integrated component of the formal
strategy of a company. Cavusgil et al. (1993) further discussed that a company’s
formal strategy should be vertically and horizontally coordinated. Companies should
be vertically coordinated in terms of worldwide information systems, sophisticated
personnel capabilities, coordination mechanisms, and effective organisational
structure and highest level of executive management support (Cavusgil et al., 1993).
Horizontally, the procurement function should work with other functional divisions in

the company (Cavusgil et al., 1993).
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The sixth characteristic, structured approaches to communication and relationship
building with suppliers, was found to be important in past studies. Birou and Fawcett,
(1993) and Scully and Fawcett (1994) found establishing long term relationships with
suppliers as important. Curtin (1987) explained that developing a long term
relationship with suppliers is important and that global sourcing can help companies
be in a better, long term, worldwide competitive position. Trent and Monczka (2003b)
identified that it is important to have cultural compatibility and language similarity
with global suppliers. Monczka et al. (2008) considered that real-time communication
tools allow sharing of information and closer coordination across the purchasing team
worldwide. The communication method that is proposed to increase in usage is the
web-based meeting software and new video technologies (Monczka et al., 2008).

The seventh characteristic, methodologies for measuring savings, was identified as
important by Rajagopal and Bernard (1994) and Trent and Monczka (2003a). Both
studies found that the ability to measure and evaluate performance improvements or
benefits from global sourcing is important when implementing the global sourcing
strategy. Hefler (1981) explained that global sourcing is a strategy that companies can
use to meet strategic goals and objectives. Scully and Fawcett (1994) considered that
aligning the sourcing strategy with the company’s overall company strategy is

important to ensure that sourcing activities match the company’s strategies.

2.10Importance of having qualified personnel in implementing
global sourcing

What do the words “qualified personnel” mean? Monczka et al. (2006) found that
employing qualified personnel is important to support global sourcing. The term
“qualified” in their study was explained through having the right knowledge, skills
and abilities. The researcher found that in the literature, the words “qualified
personnel” were often used, as it has been identified, as an important factor in the
implementation of global sourcing. However, a description of what it means was not
clearly defined. Therefore for the purpose of this research, the author has selected the
term “qualified personnel” to describe personnel with the right knowledge, skills and

abilities.
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From the Merriam Webster Online Dictionary, the word qualified was defined as
“fitted (as by training or experience) for a given purpose and also having complied
with the specific requirements or precedent conditions”. The Cambridge Learner’s
Online Dictionary defined qualified as “having passed exams or courses and having

the skills, qualities, or experience that you need in order to do something”.

Carr and Smeltzer (1997) explained that purchasing knowledge and skill refers to
“purchasing professionals having the necessary skills to monitor and interpret changes
in the supplier market/product base, the technical capabilities to help the firm’s
suppliers improve on their processes and products, and improve the firm’s total cost

of doing business with the firm’s suppliers”.

Carr and Smeltzer (2000) have also defined skill as “ability gained by practice or
knowledge”. Monczka et al. (2006, 2008) explained that it is unlikely that all the
skills that are deemed important were to be found in a single individual, but should be
within the groups and teams that support the global sourcing process. Hence, the
implication is that it is now vital to have personnel with adequate skills (Pfeffer,
1994).

According to Monczka and Trent (1992), there are certain capabilities that purchasing
personnel should have and it includes product and supply market knowledge, ability
to manage exchange rate risks and supply risks and understand the culture, political
and economic history of other countries that they want to operate in. In addition,
Monczka et al., (2008) found that the skills and abilities of purchasing personnel
differ across worldwide locations and this makes forming cross-locational teams with

different skills, abilities and cultural background a challenge.
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How important is having qualified personnel? As part of a Global Sourcing Research
Project conducted in 2000 — 2001, Trent and Monczka (2002) have identified some
factors that differentiate between successful and less successful global sourcing
efforts. Ultimately, involving the right individuals as participants is one of the most
distinct factors that differentiate between successful and less successful global
sourcing efforts. In another study, Trent and Monczka (2003b) pointed out that
personnel with the required knowledge, skills and abilities was the highest rated
critical success factor and the lack of qualified personnel was the most serious
problem.

Pfeffer (1994) asserts that how firms manage people is more important than
traditional sources of competitive success such as economies of scale and technology.
Pfeffer (1994) added that “if competitive success is achieved through people, then the
skills of those people are critical’. Kotabe and Omura (1989) suggested that
“competitive advantage can be gained through global sourcing, provided that

managers skilfully execute it”. Literature certainly enforces the importance of skills.

Petersen et al. (2000) formulated a global sourcing strategy effectiveness model. This
model established the importance and relationships between several factors that
influence the effectiveness of the global sourcing strategy. The model is illustrated in
Figure 2.3. The purchasing personnel skills factor was positioned under the Global
Sourcing Structures and Processes factor and the results showed that this factor is
important to the development of global sourcing capabilities. Moreover, global
sourcing capabilities were found to have a very large impact on the effectiveness of

the global sourcing strategy.
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Figure 2.3: Model for Global Sourcing Effectiveness (Petersen et al., 2000)

The importance of having personnel with the right skills was clearly identified in past
literature but has not been identified as a critical success factor on its own. The
researcher believes that this factor should have the same importance as the other

factors that were identified in past research.
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2.11 Movement of purchasing function from tactical to
strategic to support global sourcing
Humphreys et al. (1998) mentioned that purchasing has moved from a reactive

activity to a strategic one. Furthermore, Humphreys at al. (1998) stressed that “the
skills and competencies required by professionals in the past were not the same as
those required today”. The view that the movement from a tactical to a strategic
operating mode required a different skill set for purchasers was supported by
Giunipero (2000).

Brien (2000) stated that “the purchasing and supply chain manager’s role has changed
from one concerned with process to one focused on strategy”. Giunipero (2000)
clearly pointed out that a common theme in the reviewed skills literature was
concerned with the movement of purchasing from tactical to strategic mode. Cruz and
Murphy (1996) stated that more companies now emphasise their strategic rather than
tactical expectations of the purchasing function. Pagell et al. (1996) believed that “the
purchasing function has evolved from a tactical supplier of the parts needed for

production to a strategic player in the production of goods and services”.

Carr and Smeltzer (1997) defined strategic purchasing as “the process of planning,
implementing, evaluating and controlling strategic and operating purchasing decisions
for directing all activities of the purchasing function toward opportunities consistent
with the firm’s capabilities to achieve its long term goals”. Steinle and Schiele (2008)
explained that “purchasing is a genuinely strategic function only if contributes to

establishing a competitive advantage”.

Companies need to look at global sourcing strategy as a long term commitment and
have intensive skill-building in order to successfully implement the strategy (Birou
and Fawecett, 1993). This increases the need for companies to retain and train their
purchasing employees. Carr and Smeltzer (1997) found that when purchasing

knowledge increase, the level of strategic purchasing increases as well.
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2.12 Existing global sourcing framework or model
Existing global sourcing frameworks or models throughout the literature focused

around two stages of implementation. The first stage is before the strategy is
implemented. The second stage is the actual development and implementation
process. The frameworks describing the second stage provided the proposition that

there is a need to identify of gaps in implementation.

Rajagopal and Bernard (1994) provided a framework that looked into the stage before
the global sourcing strategy is implemented. Rajagopal and Bernard (1994) proposed
a framework of generic choices that need to be considered in developing a global
sourcing strategy (see Figure 2.4). The framework looks into three dimensions:

(1) Analytical and motivational dimension which looks at assessing the
environmental, market and company internal factors.

(2) Strategic decision making dimension which looks at the degree of involvement
and international sourcing decision strategy.

(3) Operational and managerial dimension which looks into managerial issues such as
having the personnel with the right skills, appropriate training and adequate channels

for compilation of information.

Company internal factors Market factors Environmental factors Analytical
and
motivational
\ l / dimension
Active )
___— sourcing Degree of Strategic
strategy ) involvement decis!on-
International sourcing _makln_g
decision strategy T dimension
Managerial issues Operational
and
managerial
dimension

Figure 2.4: General Framework on the Development of Global Sourcing Strategy (Rajagopal and
Bernard, 1994)
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Cavusgil et al. (1993) proposed a framework that focuses on the planning stages

before the global sourcing strategy is implemented (see Figure 2.5). The framework

looks into the strategic issues that need to be addressed once the company has decided

to source globally.

Top management review

1. Strategic issues

2. Congruency with
company goals & objectives

Middle management
review
1. Tactical issues

“Where” does the
company source?

tactical considerations?

expected rates?

1. What are the best production/assembly locations, given the
firm’s resources, and strategic and policy objectives as well as

2. Which locations yield the highest expected returns at long-run

Organising for global sourcing
1. Commitment from top management
2. Departmental linkages and cooperation

“Which sourcing “What” to source?
configuration?”
Product Sourcing for final products Sourcing for
configuration - Utilisation of productive assets components
- Centralised - Type of product - Make/buy
- Regional - Markets for the finished products decisions
- Indigenous - Logistical considerations

Locating overseas suppliers
- Selecting suitable suppliers
- Number of suppliers

- Allocation of resources

Developing the business plan
- The optimal global sourcing portfolio

- Type of manpower training programs
- Developing strategic partnerships with suppliers

Implementation and control

Figure 2.5: Decision-Making Framework for Global Sourcing (Cavusgil et al., 1993)
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Monczka and Giunipero (1984) proposed an international purchasing implementation

flowchart and the required conditions to guide a company’s general approach to

developing and enhancing international purchasing initiatives (see Figure 2.6).

REQUIRED CONDITIONS

Opportunity

Commitment

Alternative
Evaluation

Attitude/Knowledge/
Skills Development

Knowledge/Skill/
Experience
Enhancement

Measurement
and Evaluation

Analyse international
purchasing (I.P.)
opportunities

Obtain
top management
support

Specialised Establish

organisation for I.P.

I.P. Group

Y

Implement Implement

Excellent

Trading

Company

Y

Implement

A 4

Establish
policy and

procedure

A 4

Establish I.P.
development
proarams

'

A 4

Develop I.P.
success stories

'

'

Enhance I.P.
experience/knowledge
base

'

Measurement of
benefits

'

Successful
international

purchasina

Figure 2.6: International Purchasing Implementation Flowchart (Monczka and Giunipero, 1984)
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Monczka et al. (2006) provided a framework that looked into the stage on the actual
development and implementation process. Monczka et al. (2006) proposed two
process models. The first model proposed by Monczka et al. (2006) covered the
overall company process for establishing global sourcing and supply effectiveness
(see Figure 2.7).

1. Recognise \, 2. Establish global 3. Understand 4. Conside
need for sourcing and global business worldwide .
global supply steering and competitive business unit continue
sourcing and committee, requirements globalisation S
best cost including - Local strategies and
country business unit - Regional their execution.
opportunities. executives. - Global
5. Identify L 7. Develop global 8. Achieve
opportunities 6. Prioritise sourcing and consensus and continue
to leverage opportunities supply cross- communicate
—> global (typically by locational/ overall global ]
sourcing purchase family functional sourcing and
supply and/or process) commodity teams / supply strategies
processes inter/externallv.
9. Establish aligned 10. Execute
and linked sourcing and
approaches supply chain 12. Improve
—» - Info. systems strategies as ;géfgdrre:;:gi strateg?es as
- Performance appropriate appropriate
expectations - Local, Regional
- Teams & Global

Figure 2.7 Global Sourcing and Supply Strategy Development and Implementation (Monczka et
al., 2006)
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The second process model that was proposed by Monczka et al. (2006) was a

common global sourcing process that should be established for all category teams to
follow on a worldwide basis (see Figure 2.8).

1. Identify 2. Establish 3. Develop 4. Conduct
commodity/ — organisation commodity/ historical fact
purchase and teams parts/service finding about
family databases

the category
opportunity

11. Conduct

10. Se_lect strategy team 5. Develop/
suppliers review of enable global
results sourcing goals/
strategy

9. Develop/

execute final Executive
global strategy/ Manag_ement
negotiation Review 6. Identify/

finalise potential
sources current/
future

8. Evaluate
supplier

responses 7. Request
(TCO) quotes/
negotiate

Figure 2.8: Common Global Sourcing Process (Monczka et al., 2006)

Monczka and Trent (1992) have presented a worldwide assessment model to evaluate
the need for worldwide sourcing and the execution of worldwide sourcing, which
covers both stages of implementation (refer Figure 2.9). This framework helps
companies identify which worldwide sourcing strategy best supports a company’s
competitive requirements. There is a “gap definition” process in the framework
proposed by Monczka and Trent (1992) to identify differences between requirements

and capabilities but the framework does not provide the details to this step.
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Figure 2.9: Worldwide Sourcing Assessment Process (Monczka and Trent, 1992)
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The frameworks that were identified proposed that there is a need to identify gaps in
implementation. The framework by Monczka and Giunipero (1984) proposed that
there should be a measurement and evaluation of the implementation. However, the
details of this step were not provided. Monczka et al. (2006) identified the need to
measure performance and improve strategies in their framework but the details were
not provided. Monczka and Trent (1992) proposed a framework that has a step to
identify differences between the strategy requirements and actual capabilities of the
company, named “gap definition”. Again, the details of this step were not provided.
None of the frameworks or models identified in the literature have detailed methods
to identify gaps in implementation. Furthermore, there are no current frameworks that
provide the details of the specific steps and tools on how to improve a company’s

global sourcing strategy implementation.

The framework that is going to be developed in this research is positioned under the
“gap definition” step of the Monczka and Trent (1992) study. This research will
suggest a detailed framework on how companies can identify the gaps and devise an
action plan to reduce the gaps. The proposed framework will be used as a tool to
identify the gaps between the requirements to maintain or progress in the sourcing

level and the current company capabilities.

2.13 Studies that have been conducted on global sourcing in
firms in the UK

Based on the literature search conducted, there were limited amounts of published
references that were found to conduct studies on firms in the UK. Most studies related
to international purchasing and global sourcing were conducted on companies in the
US or worldwide (refer Appendix 4). The only study found which is directly related
to international purchasing and global sourcing of firms in the UK was the study by
Rajagopal and Bernard (1994). The study focused only on factors that motivate firms
to pursue international purchasing and a framework for the development of a global
sourcing strategy. Other references concerning studies of best practices conducted on
firms in the UK were not found. Since there are limited studies found on global
sourcing practices in the UK, it is therefore deemed important by the author to

conduct studies in this area.
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2.14 Research objectives
In the fulfilment of the research aim, which is “to explore what UK based companies

are practising in terms of global sourcing and to develop a framework that can help

companies improve their sourcing strategy implementation”, five research objectives

were defined.

This research attempts to achieve the following objectives:

Research Objective 1: To critically review substantive literatures on the concept
of global sourcing, global sourcing critical success factors/best
practices/excellence framework.

Research Objective 2: To investigate the critical success factors of global sourcing
of companies in the UK.

Research Objective 3: To identify global sourcing practices of companies in the
UK.

Research Objective 4: To compare the perceived importance of the critical success
factors and the actual implementation of global sourcing.

Research Objective 5: To develop a global sourcing framework that can help
companies identify areas to improve their global sourcing strategy

implementation.

2.15 Research questions
This research was carried out to answer several questions on global sourcing practices

of companies based in the UK. The following research questions have been developed

for exploration:

RQ 1: What are the key concepts of global sourcing?

RQ 2: What are the practices that are considered critical in implementing the
global sourcing strategy in the UK?

RQ 3: What are the current global sourcing practices of companies in the UK?

RQ 4: Are there differences between the perceived importance of the critical
success factors and the actual implementation of global sourcing?

RQ 5: Are there approaches that can help companies improve the implementation

of their sourcing strategy?
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Figure 2.10 explains the relevance of the research questions to the research objectives
of this research.

Addressing Research RQ 1: What are the key concepts of global
Objective 1: sourcing? _

To critically review the How: Literature Review

literature on global Output: Key definitions and concepts

sourcing Key chapter: Chapter 2 — Literature review
Addressing Research RQ 2: What are the practices that are considered
Objective 2: critical in implementing the global sourcing strategy
To investigate the critical in the UK? _

success factors of global How: Literature Review, Survey

Output: Global sourcing critical success factors

rcing of companies in . .
sourcing ot companies Key chapters: Chapter 2 — Literature review and

the UK Chapter 5 — Survey

Addressing Research RQ 3: What are the current global sourcing
Obijective 3: practices of companies in the UK?

To identify global How: Literature Review, Case studies, Survey

Output: Global sourcing practices
Key chapters: Chapter 2 — Literature review,
Chapter 4 — Case studies and Chapter 5 — Survey

sourcing practices of
companies in the UK

Addressing Research RQ 4: Are there differences between the perceived
Obijective 4: importance of the critical success factors and the
To compare the perceived actual implementation of global sourcing?
importance of the critical How: Survey

Output: Gap analysis

success factors and the Key Chapters: Chapter 5 — Survey

actual implementation of
global sourcing

Addressing Research RQ 5: Are there approaches that can help
Obijective 5: companies improve the implementation of their
To develop a global sourcing strategy?

How: Literature Review, Case studies, Survey
Output: Development of the framework

Key chapters: Chapter 2 — Literature review,
Chapter 6 — Framework development and
Chapter 7 —Validation of the framework

sourcing framework

Figure 2.10: Research Objectives Relevance to the Research Questions of This Thesis
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2.16 Chapter summary
This chapter has reviewed the literature on the key aspects of global sourcing and its

significance. The literature has shown that global sourcing would provide companies
with a competitive advantage against their competitors. The identification of existing
global sourcing implementation frameworks and models showed that the analysis of a
company’s actual implementation was necessary to ensure an effective execution of
the global sourcing strategy. However, none of the existing frameworks and models
provided details of how to identify gaps in implementation. Studies that have been
conducted on companies in the UK were also identified and there were limited
amounts of published references on UK companies that practiced global sourcing.
Hence, the gaps in the literature have motivated the researcher to inquire about the
global sourcing practices of companies in the UK and to develop a framework that
can help companies improve their sourcing strategy implementation. The following
chapter details the research methodology used in this research to address the research

objectives and research questions that were stated in this chapter.
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3 Research Methodology

3.1 Introduction
This chapter explains the research philosophy and methodological choices relevant to

this research. The research methodology used in this research is also described in this
chapter. Figure 3.1 describes the overall research methodology process that was
followed during this research and the relevant chapters in the thesis that explained

each process.

Define Global Sourcing

Critical Success Factors of Global Sourcing

Existing Framework on Global Sourcing Excellence Chapter 2

Review

UK Global Sourcing Practices
Qualified Personnel a Critical Factor

Literature

e o o o o

>
<

Conduct Case Study Interviews and Survey

Data
Collection

&
<«

¢ Discussion Based on Literature, Case Studies and
Survey Findings

Chapter 4
Chapter 5

[. Synthesis of Case Study and Survey Findings

Data Analysis

<
<

¢ Develop Framework
e Feedback on Framework
e Refine Framework

Chapter 6
Chapter 7

e Prepare Questions for Interview and Survey } Chapter 3

Framework
Development

Figure 3.1: Research Methodology Process
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3.2 Research philosophy and methodological choices

3.2.1 Description of research philosophies
A research paradigm is defined as a “philosophical framework that guides how

scientific research should be conducted” (Collis and Hussey, 2009). Creswell and
Clark (2007) have described worldview and paradigm as “how we view the world”
and how we “go about conducting research”. The two main paradigms that were
discussed in social research were positivism and interpretivism. These paradigms
were described by Collis and Hussey (2009) as two extremes of a continuum and the
paradigms are “based on mutually exclusive philosophical assumptions about the
world and the nature of knowledge”. The key assumptions for these paradigms are

explained in Table 3.1.

Table 3.1: Summary of the Philosophical Assumptions of Positivism and Interpretivism
(Creswell, 1994 and 1998, cited in Collis and Hussey, 2009)

Philosophical assumption Positivism Interpretivism

Ontological assumption Reality is objective and Reality is subjective and

(the nature of reality) singular, separate from the multiple, as seen by the
researcher. participants.

Epistemological assumption | Researcher is independent of | Researcher interacts with

(what constitutes valid that being researched. that being researched.

knowledge)

Axiological assumption Research is value-free and Researcher acknowledges

(the role of values) unbiased. hat research is value-laden

and biases are present.

Rhetorical assumption Researcher writes in a Researcher writes in an

(the language of research) formal style and uses the informal style and uses the
passive voice, accepted personal voice, accepted
quantitative words and set qualitative terms and limited
definitions. definitions.

Methodological assumption | Process is deductive. Study | Process in inductive. Study

(the process of research) of cause and effect with a of mutual simultaneous
static design (categories are | shaping of factors with an
isolated beforehand). emerging design (categories
Research is context free. are identified during the
Generalisations lead to process). Research is context
prediction, explanation and bound. Patterns and/or
understanding. Results are theories are developed for
accurate and reliable through | understanding. Findings are
validity and reliability. accurate and reliable through

verification.
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Other than the two main paradigms, Collis and Hussey (2009) explained that “new
research paradigms emerge in response to the perceived inadequacies of earlier
paradigms”. Another paradigm that exists to help researchers describe their position
when conducting research is pragmatism. The philosophical assumptions of
pragmatism were described by Creswell and Clark (2007), as shown in Table 3.2.

Table 3.2: Summary of the Philosophical Assumptions of Pragmatism (Creswell and Clark, 2007)

Philosophical assumption Pragmatism

Ontological assumption Singular and multiple realities.

(the nature of reality)

Epistemological assumption Researcher collects data by “what works” to
(what constitutes valid knowledge) address the research question.
Axiological assumption Researcher includes both biased and

(the role of values) unbiased perspectives.

Rhetorical assumption Researcher may employ both formal and
(the language of research) informal styles of writing.
Methodological assumption Researcher collects both quantitative and
(the process of research) qualitative data and mixes them.

The philosophical assumptions of pragmatism are frequently associated with mixed
methods research (Creswell and Clark, 2007). Several authors provided definitions for
mixed methods research which entails both qualitative and quantitative approach.
Creswell (2009) defined mixed methods research as an “approach to inquiry that
combines or associates both qualitative and quantitative forms”. Denscombe (2007)
explained that the mixed methods strategy is one that uses both qualitative and
quantitative methods. Creswell and Clark (2007) described that mixed methods
research, “focuses on collecting, analysing and mixing both quantitative and

qualitative approaches in many phases”.
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Creswell (2009) presented three general strategies of mixed methods, which include
sequential, concurrent and transformative mixed methods procedures. The description
of each strategy by (Creswell, 2009) is depicted in Table 3.3.

Table 3.3: Mixed Methods Strategies (Creswell, 2009)

Mixed methods Description

strategy

Sequential The researcher seeks to elaborate on or expand on the findings of one
method with another method.

Concurrent The researcher converges or merges quantitative and qualitative data in

order to provide a comprehensive analysis of the research problem. Both
forms of data are collected at the same time and then integrate the
information in the interpretation of the overall results.

Transformative The researcher uses a theoretical lens as an overarching perspective
within a design that contains both quantitative and qualitative data. This
lens provides a framework for topics of interest, methods for collecting
data and outcomes or changes anticipated by the study.

3.2.2 Chosen philosophical approach
In order to undertake this research, pragmatism would seem to be a paradigm

possible. Collis and Hussey (2009) explained that pragmatists believe researchers
should not be limited by a single paradigm and should be choosing the research
paradigms based on usefulness for answering the research questions. This is the
assumption that is used in this research where collecting quantitative and qualitative
data concurrently, namely using mixed methods, can provide a better understanding
of the research problem. Several authors have proposed that pragmatism relates highly
to mixed method research. Tashakkori and Teddlie (1998) described that the mixed
methods research is underpinned by pragmatism. Creswell and Clark (2007) proposed

that pragmatism as “the best philosophical foundation for mixed methods research”.
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Creswell (2009) provided a description on the philosophical basis of pragmatism and

the relevance to mixed methods research (refer Table 3.4).

Table 3.4: Description of Pragmatism (Creswell, 2009)

Philosophical basis

Relevance to mixed methods research

Pragmatism is not committed to any one
system of philosophy and reality.

Researchers draw liberally from both
quantitative and qualitative assumptions
when they engage in their research.

Individual researchers have a freedom of
choice.

Researchers are free to choose the methods,
techniques and procedures of research that
best meet their needs and purposes.

Pragmatists do not see the world as an
absolute unity.

Researchers look at many approaches for
collecting and analysing data rather than
subscribing to only one way (quantitative or
qualitative).

Truth is what works at the time.

Researchers use both quantitative and
qualitative data because they work to provide
the best understanding of a research problem.

Pragmatists look to the what and how to
research.

Researchers need to establish a purpose for
their mixing, a rationale for the reasons why
guantitative and qualitative data need to be
mixed in the first place.

3.2.3 Rationale for choice of philosophical approach and research

methodology

The features on positivism and interpretivism, as outlined in Table 3.5, were deemed

important to illustrate why neither of these paradigms were suitable for this research.

Table 3.5: Features of Positivism and Interpretivism (Collis and Hussey, 2009)

Positivism tends to:

Interpretivism tends to:

o Use large samples

o Use small samples

e Have an artificial location

e Have a natural location

¢ Be concerned with hypothesis testing

o Be concerned with generating theories

¢ Produce precise, objective, quantitative
data

e Produce rich, subjective, qualitative data

¢ Produce results with high reliability but
low validity

¢ Produce findings with low reliability but
high validity

o Allow results to be generalised from the
sample to the population

¢ Allow findings to be generalised from one
setting to another similar setting

¢ Use methodologies such as surveys,
experimental studies and cross-sectional
studies.

¢ Use methodologies such as case studies,
grounded theory and action research.
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The research aim and objectives drove the decision on how this research was carried
out. The aim of this research is to explore what UK based companies are practising in
terms of global sourcing and to develop a framework that can help companies
improve their sourcing strategy implementation. Due to limited past studies, it has not
been possible for the author to develop a research design based on hypothesis testing,
which positivists tend to use. This research is explanatory in nature. In addition, the
author does not seek to generate theories, which interpretivists tend to do, but the
author is more interested in adapting the current knowledge on the critical success
factors in order to develop a framework to improve a company’s global sourcing

strategy implementation.

As the chosen paradigm for this research is pragmatism, the research questions guided
the author on the decision to choose the methods to be used in this research. Several
authors described the relevance of research questions as a guide for researchers that is
influenced by pragmatism. Tashakkori and Teddlie (1998) believed that pragmatism
“consider the research question to be more important than either the method they use
or the worldview that is supposed to underlie the method”. “The pragmatic stance
focuses on the research problem and allows for multiple methods to address research
problems” (Creswell and Clark, 2007).

The chosen mixed methods research is driven by the ability to gain a more
comprehensive understanding on the research area. Creswell (2009) suggested that
mixed methods strategy is “useful when either the quantitative or qualitative approach
by itself is inadequate to best understand the research problem or the strengths of both

quantitative and qualitative research can provide the best understanding.

In addition, the purpose of mixing quantitative and qualitative data is to obtain
different answers to the different research questions that were set in this research.
Research Question 2 looks into what are the practices that are considered critical in
implementing the global sourcing strategy in the UK, and this research question is
answered through the quantitative data. Research Question 3 looks into what are the
current global sourcing practices of companies in the UK, and this research question

is answered through quantitative and qualitative data.
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The mixed method was also considered appropriate and beneficial to be used in this

research based on the purposes that have been explained by Denscombe (2007):

Purpose

Relevance to this research

i. Improve the accuracy of findings

to investigate the same subject.

through the use of different methods

e Check findings from case studies
against the findings from survey and
vice versa.

ii. Enhance findings by providing a
more complete picture

¢ The findings from both methods
would provide a more complete
overview because the subject is
investigated from two different
perspectives.

e The findings were complementary
and support each other.

iii. Compensating strength and
weaknesses of the methods used

e Findings from survey would not give
the kind of depth of information that
case studies can but findings from
survey can be generalised.
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3.3 Research strategy
The methodology or research strategy that was chosen in this research is a mixed-

methods approach. Collis and Hussey (2009) described methodology as “an approach

to the process of the research, encompassing a body of methods”. Collis and Hussey

(2009) described method as a “technique for collecting and/or analysing data”. The

methods that were used in this research were case studies and online survey.

The mixed methods strategy that is used in this research is known as concurrent

mixed methods. Figure 3.2 depicts a visual representation to show that both

qualitative (case studies) and quantitative (survey) data were collected at the same

time and how these processes were conducted. This figure illustrates that the data

collection, analysis and results were conducted separately and were integrated during

interpretation or discussion phase.

How: Case studies Qualitative Quantitative How: Survey
data data
collection collection
How: Cross case Qualitative Quantitative How: Gap analysis
analysis data analysis data analysis
& results & results

>,

-

and

Overall results How: Discussion

interpretation data sets

relating the two

Figure 3.2: Quantitative and Qualitative Data Collection and Analysis
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The data collection process involved case studies and survey. Several authors
provided definitions of case study research. Eisenhardt (1989) explained that case
study is a “research strategy which focuses on understanding the dynamics present
within single settings”. According to Yin (2003), a case study research method is an
“empirical enquiry that investigates a contemporary phenomenon within its real life
context”. Creswell (2009) described case study as a “strategy of inquiry in which the
researcher explores in depth a program, event, activity, process, or one or more
individuals”. Collis and Hussey (2009) considered case study as “a methodology that
is used to explore a single phenomenon in a natural setting using a variety of methods
to obtain in-depth knowledge”. Collis and Hussey (2009) further defined that the case
may be a particular business, group of workers, event, process, person or other
phenomenon. In this research, each case is a company which was categorised
according to their sourcing level. The case study method was chosen to develop an in-
depth understanding of global sourcing practices of the companies.

Several authors provided definitions of survey. Creswell (2009) explained that
surveys provide a “quantitative or numeric description of trends, attitudes or opinions
of a population by studying a sample of that population. Collis and Hussey (2009)
described surveys as “a methodology designed to collect data from a sample, with a
view of generalising the results to a population”. The survey method allowed for more
companies to be involved and therefore the results can be generalised to explain the
global sourcing practices of companies in the UK. The survey method was chosen to
answer two main questions; (1) how important were the critical success factors of
global sourcing considered by the companies and (2) how extensive were the

implementation of the critical success factors.
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After the research data have been collected, the analysis of data also follows a mixed
method approach. Greene et al. (1989) listed five purposes of mixed methods
evaluation which are (1) Triangulation (seek convergence of results), (2)
Complementarity (examine overlapping or different aspects of a phenomenon), (3)
Development (use of methods sequentially), (4) Initiation (discover fresh
perspectives) and (5) Expansion (adding scope and breadth to the study). The purpose
of this research focuses on complementarity, where Greene et al. (1989) explained
that complementarity “seeks elaboration, enhancement, illustration, clarification of
the results from one method with the results from other method”. The rationale from
this complementarity purpose is “to increase the interpretability, meaningfulness and
validity of construct and inquiry results by both capitalising on inherent method
strengths and counteracting inherent biases in methods and other sources” (Greene et

al., 1989).

The findings of the case studies are in Chapter 4 and the survey findings are discussed
in Chapter 5. The discussion on the links between the case studies and the survey
findings are discussed in Chapter 8. In addition to the use of primary data from case
studies and survey, secondary data were also utilised, and these included books,

journals, directories and sources from the Internet.
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3.4 Data collection method: Case studies
To collect data for the case studies, the interview method was chosen. There were

three types of interviews considered in this research, which were structured, semi-
structured and unstructured interviews. The semi-structured interview method was
chosen because it gave the researcher the flexibility to ask additional related questions
in each factor in order to obtain the information that was needed to understand
company practices related to global sourcing. The characteristics of a semi-structured
interview were explained by Robson (2002) and these characteristics influenced the
researcher’s choice. The semi-structured interview has predetermined questions, the
order of the questions can be modified based upon the interviewer’s perception,
question wording can be changed, explanations to the questions can be given,
particular questions which seem inappropriate for a particular interviewee can be
omitted or additional ones can be included (Robson, 2002). The advantages of
conducting interviews are explained in Table 3.6. The disadvantages of conducting
interviews and steps to overcome the disadvantages in this research are explained in
Table 3.7.

Table 3.6: The Advantages of Conducting Interviews

Reference Advantages

Robson e Flexible and adaptable way of finding things out
(2002) e Allow following up interesting responses and investigating underlying
motives in a way that self-administered questionnaires cannot

Denscombe | e Good with producing data which deals with topics in-depth and in detail.

(2007) Subjects can be probed and issues pursued.

o Likely to gain valuable insights based on the depth of information gathered
and the wisdom of the respondent.

e Good method for producing data based on informant’s priorities, opinions
and ideas. Respondents have the opportunity to expand their ideas, explain
their views and identify what they regard as the crucial factor.

e Flexible to adjust on line of enquiry during the interview.

¢ High response rate because the interviews are prearranged and scheduled
earlier.
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Table 3.7: The Disadvantages of Conducting Interviews

Disadvantages

Steps to overcome the disadvantages in
this research

Robson e Time consuming - the interview e The advantages from getting in-
(2002) itself, the preparation in making depth information relating to the
arrangements to schedule and subject were important to this
confirming the interview research and therefore considered
worth the effort and time spent.
e The lack of standardisation raises | e The interview questions were
concerns on reliability and bias semi-structured which enabled the
researcher to standardise the
responses from each interview.
Denscombe | e  Analysis of data can be difficult e The task of transcribing was
(2007) and time-consuming. The necessary to draw out as much rich

transcribing of interview data is a
major task.

information as possible and
therefore was still done even
though it was time consuming and
laborious task.

Analysis of data was structured in
a case study template to organise
the findings from transcribed
interviews.

Then, the case studies were
compiled as case summaries for
analysis.

The case summaries were
compared across the cases in order
to find any similarities or
differences in practices.

e The cost of the researcher’s time
and travel can be relatively high,
particularly if the respondents are
geographically dispersed.

There were interviews that were
conducted via telephone.

The research is focused on
companies in the UK.

The next subsections will look into development of the semi-structured interview

questions, company selection criteria, company employment process, and description

of companies that were involved. In addition, the pre-interview procedures and the

interview procedures are also presented.
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3.4.1 Development of the semi-structured interview questions
The development of a semi-structured interview follows the structure that was

detailed by Robson (2002):

Structure Actual application in this research
e Introductory e The respondents were asked to identify their current
comments position in the company and the company’s current

sourcing level. The respondents were assured that all the
information collected will be kept confidential and not
attributed to any specific company.

e List of topics e The headings list the eight critical success factors that
headings and key were identified through literature and under each heading
questions to ask there are questions.
under each heading

e Set of associated e These prompts were in the form of specific points/issues
prompts that require more explanation which were obtained

through company websites.

e Closing comments | e The respondents were asked to rate the top three factors
that was considered important and put forward any other
factors that were not discussed during the interview.

e The respondents were promised a summary report of the
findings from this research.

The development of questions used in the semi-structured interviews was based on
past studies. In order to develop the questions, previous studies on critical success
factors of international purchasing and global sourcing were identified. Critical
success factors were compiled from studies conducted by Monczka and Giunipero
(1984), Birou and Fawcett (1993), Scully and Fawcett (1994), Rajagopal and Bernard
(1994), Trent and Monczka (2003a) and, Trent and Monczka (2003b). The critical
success factors were arranged into eight groups. Seven factors were taken from the
study by Trent and Monczka (2005). An eighth factor, qualified personnel, was added
based on the importance of it identified in the literature. The critical success factors
were then used to develop the questions. References from past studies which were
input to the questionnaire and the specific information requested from each question

are explained in Table 3.8.
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Table 3.8(a): References from Past Studies Which Was Input to the Questionnaire and the
Specific Information Requested from Each Question (Factor 1 to Factor 4)

Factors

Questions

Reference from past studies
and the information requested

Factor 1: Executive
commitment to global
sourcing

e Please explain the role of the
executive leadership in the
development and implementation
of the global sourcing strategy.

¢ Birou and Fawcett (1993);
Rajagopal and Bernard
(1994); Scully and Fawcett
(1994); Trent and Monczka
(2003a); Trent and
Monczka (2003b)

¢ To identify the role of
executive leadership in the
development and
implementation of the
global sourcing strategy

e Who is the process owner of the
global sourcing strategy?

¢ Trent and Monczka (2005)

¢ To identify the process
owner of the global
sourcing strategy

Factor 2: Rigorous
and well-defined
processes

¢ Please explain the global sourcing
process that is implemented in your
company.

¢ Trent and Monczka (2005)
e To identify the global
sourcing process

e Please explain the process of how
global agreements are monitored
and reviewed

¢ Trent and Monczka (2005)

e To identify the process of
how global agreements
were monitored and
reviewed

Factor 3: Availability
of needed resources

¢ Please explain how critical
resources like financial and human
resources are made available to
support the global sourcing
process.

¢ Trent and Monczka (2005)
¢ To identify how critical
resources were distributed

¢ Please explain how relevant
information is made accessible and
shared among participants of the
global sourcing process.

e Trent and Monczka
(2003a); Trent and
Monczka (2003b)

¢ To identify how relevant
information was made
available

Factor 4: Integration
through information
technology

¢ Please explain how your company
manages all the global agreements.
Is there a contract repository that
stores global agreements and
provide warning of expiring
agreements?

¢ Trent and Monczka (2005)
¢ To identify how global
agreement were managed

e Please explain the importance of
having compatible information
system with your suppliers in your
global sourcing initiatives.

¢ Trent and Monczka (2003b)

¢ To identify if having
compatible information
system with suppliers were
considered important
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Table 3.8(b): References from Past Studies Which Was Input to the Questionnaire and the
Specific Information Requested from Each Question (Factor 5 to Factor 7)

Factors

Questions

Reference from past studies
and the information requested

Factor 5: Supportive
organisational design

Please explain which
department/team/committee is
responsible to oversee the global
sourcing process, from the sourcing
strategy development,

identification of global
opportunities, to development of
sourcing agreements.

¢ Trent and Monczka (2005)
e To identify the entity which
was responsible to oversee
the global sourcing process

Please explain whether your
company practice purchasing
volumes aggregated on a
worldwide basis for important
categories of goods and services.

¢ Trent and Monczka (2002)
¢ To identify how common it
is for companies to practice
aggregating their purchases

Factor 6: Structured
approaches to
communication and
relationship building
with suppliers

What communication and
coordination tools does your firm
use to communicate with different
departments in your company and
your business partners worldwide?

¢ Trent and Monczka (2005)

e To identify the specific
communication and
coordination tools used

Please explain how potential
suppliers are identified.

e To identify how potential
suppliers were identified

Please explain how you manage the
relationship with current suppliers.

¢ Birou and Fawcett (1993);
Scully and Fawcett (1994);
Rajagopal and Bernard
(1994); Trent and Monczka
(2003Db)

¢ To identify how companies
manage their relationship
with their suppliers

Factor 7:
Methodologies for
measuring savings or
performance

Please explain how sourcing goals
are established and linked to the
overall company objectives.

¢ To identify how the
sourcing goals were
established and linked to the
overall company objectives

Please explain what measures your
company uses to evaluate
performance improvements or
benefits from global sourcing
initiatives.

¢ Rajagopal and Bernard
(1994); Trent and Monczka
(2003a); Trent and
Monczka (2005)

¢ To identify the specific
measures used to evaluate
performance improvements
or benefits from global
sourcing initiatives

Please explain to whom and where
the performance reports are
distributed.

¢ To identify the hierarchy
and authority to which the
sourcing performance was
reported to
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Table 3.8(c): References from Past Studies Which Was Input to the Questionnaire and the
Specific Information Requested from Each Question (Factor 8)

Factors

Questions

Reference from past studies
and the information requested

Factor 8: Qualified
personnel

e Please explain the knowledge and
skills that your purchasing
personnel need to possess that you
regard as important to perform
global sourcing successfully.

¢ Monczka and Giunipero
(1984); Birou and Fawcett
(1993); Scully and Fawcett
(1994)

e To identify the specific
knowledge and skills that
were considered important

e What kind of training would you
regard as important for your
purchasing personnel in order for
them to perform effectively?

e To identify if training were
provided to employees to
increase their knowledge
and skills

e |f training was provided,
what were they?

At the end of the interview, respondents were asked two additional questions which

were not covered under the eight critical success factors. The additional questions and

the rationale for the query are explained in Table 3.9.

Table 3.9: Additional Questions in the Questionnaire and the Rationale for Query

Factors

Questions

Rationale for query

Other factors

¢ Between these eight factors, which
are the top three factors that you
consider as important in the
implementation of your sourcing
strategy?

o This question was asked to
identify which factors were
considered more important.
This finding would be
related to the findings from
the survey.

o Are there any other factors that we
might have not discussed that you
think are important in
implementing your sourcing
strategy successfully?

¢ This question was asked to
identify if there were other
important factors that
influenced the sourcing
implementation of the
companies.

The semi-structured interview questions enabled the analysis of the sourcing practices

of companies in the UK. The desired output from the case studies was to understand

the company’s current sourcing practices in relation to their sourcing level. Refer to

Appendix 5 for the semi-structured interview questions for the case studies phase.
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3.4.2 Company selection criteria
Before embarking on locating companies, the decision on whether this research

should be based on a single case study or a multiple case studies was made. Yin
(1993) and Eisenhardt (1989) explained that single or multiple cases can be adopted.
Multiple case studies were chosen because the purpose of the case study method was
to find similarities and differences across the cases. Yin (1993) described that if
multiple cases were chosen, the findings from the case studies would be based on
replication logic. In addition, the number of cases that are chosen might influence the
replication of a certain finding; hence having more replications would result in the

findings being more robust (Yin, 1993).

The next decision was deciding on the target number of cases for this research.
Eisenhardt (1989) explained that there is no ideal number of cases but suggests that
four to ten cases is desirable. For this research, the number of cases was more than
what was suggested by Eisenhardt (1989), there being twenty. The researcher felt that
more than ten cases were needed. Eisenhardt (1989) suggested that researchers should
stop adding cases when theoretical saturation is reached. The researcher continued to
collect data until this point was reached, where through the data the researcher could
already see similarities and differences across the cases. Adding more cases was
unnecessary because there would be minimal added value to the data that had been

collected.

The final decision to be made before locating companies was to set some criteria for
selecting companies. The selection criteria are as below:
e The company must be based in the UK.
e The company must have experience in worldwide sourcing activities.
e The companies must be from different sourcing levels. This is done in order to
identify whether there are similarities or differences between the companies at

different sourcing levels.

The interviewees that were identified for the purpose of interview included
purchasing managers, supply chain managers, sourcing team members or leaders,
executive steering committee members, executive leaders and people who were

closely involved with global sourcing such as logistics representatives.
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The key criterion for interviewees selected in each case study was that the person
interviewed worked in a company based in the UK, plus had insight and experience in
company-wide worldwide sourcing strategies and their integration across functions,

geographies and sites.

3.4.3 Company selection process
This section outlines the process that was conducted to identify and approach

companies to participate in this research. An interview flyer was distributed
describing the research and the profile of potential candidates that would give the
greatest insights on the specific areas that would be discussed through a semi-
structured interview format. The interview flyer was sent via email to the database of
the Cranfield University Fellowship of Manufacturing Management and to companies
that had participated in previous research projects with the Cranfield Manufacturing
Department. Interviews were then scheduled through email and telephone with those
that conveyed an interest to participate.

The data collection started with gathering data from secondary sources of those
companies that had agreed to participate in this research. The main secondary source
of data prior to the interview was the company website. The information that was
derived included the background of the company, the organisation structure and
information related to how the company manages their worldwide sourcing activities.
The information helped the researcher to put into focus the questions that would be
asked during the interview. For example, if the company had an internet portal
specific for suppliers, questions relating to relationship with suppliers included the use

of the internet portal as one of the ways the company interacts with their suppliers.

There were twenty case studies chosen for this research. In the process of locating
companies for this research, the researcher was approached by consulting companies
that showed an interest in participating. These consulting companies specialised in
global sourcing issues. The consulting companies gave insight from a different

perspective and were therefore included.
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3.4.4 Pre-interview procedure
Before each interview was conducted, the interviewees were given a one page

document containing the interview questions via email. The interviewees were given
the questions in advance so that they could familiarise themselves with the questions
and to give them time to think of the answers. The researcher believed that by doing
this more information could be acquired as the interviewees would be better prepared
and more comfortable answering the questions as the answers would be more thought
out. The interviewees were also advised that the interview would be recorded to
effectively capture all the issues that were discussed.

3.4.5 Interview procedure
The interviews were conducted either by telephone or face-to-face interviews with

high level management of each company. Most of the interviews (15 interviews) were
conducted by telephone as the interviewees were often not available in their office.
The interviewees were found to be more accessible by telephone compared to face-to-
face because of their work commitment and frequent changes to their work schedules.

The interviewees are all directly involved in the worldwide sourcing process. The
interviewees also had vast experience and knowledge regarding the company’s
worldwide sourcing practices in their respective company. In each case, the
interviewees were first asked to describe their position in the company and elaborate
on their job scope. Then, the interviewees were asked to identify the company’s
current sourcing level. The interview then focused on the specific practices of the
company. Next, the interviewees were asked to rate the top three factors that they
considered were important in the implementation of their sourcing strategy. To
conclude the interview, they were asked if there were any other factors that have not
been included in the discussion that they think were important in the implementation

of their sourcing strategy.

The interviews were conducted over a five month period, between October 2007 to
February 2008.
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3.5 Data collection method: Survey
The survey was administered using a self-completion approach. This approach was

chosen because respondents could answer the questions on their own and this allowed

the survey to be distributed to a larger sample. The characteristics of a self-

administered survey approach that were considered when choosing the survey method
included (Robson, 2002):

Low cost

Long length of data collection period
Distribution of sample may be wide
Short length of questionnaire

Questionnaire must be simple

Questions should be simple to moderate

Good for sensitive topics

The advantages of conducting surveys are explained in Table 3.10. The disadvantages

of conducting surveys and steps to overcome the disadvantages in this research are

explained in Table 3.11.

Table 3.10: The Advantages of Conducting Surveys

Reference

Advantages

Cooper and Schindler (2003)

Allow contact with otherwise inaccessible
respondents

Often lowest cost option

Expanded geographic coverage without
increase in cost

Perceived as more anonymous

Allows respondents to think about
questions

Robson (2002)

They provide a relatively simple and
straightforward approach to the study of
attitudes, values, beliefs and motives.
They allow anonymity, which can
encourage frankness when sensitive areas
are involved.

Denscombe (2007)

The search for empirical data is purposeful
and structured.
Wide and inclusive coverage.
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Table 3.11: The Disadvantages of Conducting Surveys

Reference

Disadvantages

Steps to overcome the
disadvantages in this research

Cooper and
Schindler
(2003)

e Low response rate in some modes

Follow-ups were done via
email and telephone.
Questionnaire was
designed to be concise and
simple to answer.
Incentive in the form of
report on findings.

Ensure anonymity of
respondents.

¢ No interviewer intervention available for
probing or explanation

The findings from the
survey are supplemented
by the findings from case
studies for a more in-depth
view of the subject.

e Cannot be long or complex

Questionnaire was
designed to be concise.

e Accurate mailing list needed

The email addresses on
record were not always up
to date, hence follow up
phone calls were required
to obtain the right email
addresses.

Robson
(2002)

e Respondents won’t necessarily report
their beliefs and attitudes accurately

The purpose of the
research was explained
clearly that it is for
academic purpose only.
The potential respondents
were also assured that the
information that they
provide would be treated
as confidential.

Denscombe
(2007)

e The data may lack detail and depth on
the subject being investigated.

The findings from the
survey are supplemented
by the findings from case
studies for a more in-depth
view of the subject.

e Response rates from surveys are often
quite low and getting a reasonable
response rate can be quite a challenge.

Follow-ups were done via
email and telephone.
Questionnaire was
designed to be concise and
simple to answer.
Incentive in the form of
report on findings.

Ensure anonymity of
respondents.
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The advantages and disadvantages of conducting online-based surveys are presented

in Table 3.12. The advantages were compared to the disadvantages and the researcher

was confident in the decision to use the online-based survey because the respondents

were more likely to be contacted via Internet compared to any other methods.

Table 3.12: The Advantages and Disadvantages of Conducting Online-Based Survey

Reference

Advantages

Disadvantages

Fowler (2002)

Low unit cost of data
collection

Potential high speed
returns

All the advantages of a
self-administered
instrument

Provides time for
thoughtful answers

Limited to samples of
Internet users

Need for good addresses
Challenges of enlisting
cooperation

Cooper and Schindler (2003)

Fast access to the
computer literate

Rapid data collection as
Short turnaround from
survey draft to execution
of the survey

Recruiting the right
sample is time
consuming.

Need technical skill to
convert the survey to an
online-based.

Sekaran (2003)

Easy to administer

Can reach globally
Very inexpensive

Fast delivery
Respondents can answer
at their convenience

Computer literacy is a
must

Respondents must have
access to the facility
Respondent must be
willing to complete the
survey

Denscombe (2007)

Allow access to people
that would not otherwise
be possible

Reduce cost in terms of
no travel needed.

The data supplied via the
Internet arrive in a
format that is ready for
analysis as it can be
automatically entered to
spreadsheet or in
statistical package.

Sample bias with internet
surveys as it is premature
to say that everybody is
online.

Request for participation
can be easily ignored.
Request for participation
is extremely quick and
easy to delete with a
click of a button.
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The online-based survey method was chosen to gain access to a larger population of
companies. The questionnaire was distributed using an online-based survey website
called QuestionPro, which required no downloading of additional software or
purchase of any hardware. The survey invites were distributed through email, which
allowed for wider access to companies and faster delivery of returned responses.
Through an online-based survey, respondents can be managed more easily because
through QuestionPro, the response rates and uncompleted rates can be monitored. The
researcher was also able to view real-time reports on the respondents’ statistics on
those that have viewed, started and completed the survey. The respondents benefited
from being able to answer the questionnaire at their own convenience, anytime and
anywhere, by clicking on a link in the email which takes them straight to the online-

based survey and were also assured anonymity.

The next subsections will look into the questionnaire development, questionnaire

design and the target sample.

3.5.1 Questionnaire development
The survey was constructed with three main aims. Firstly, to assess how important

were the critical success factors of global sourcing considered by the companies. The
second aim of the survey was to identify how extensive was the implementation of the
critical success factors. Thirdly, the survey was designed to identify what were their

forecast sourcing efforts in three to five years time.

The development of the questionnaire for the survey covers questions that identified
current sourcing levels, critical success factors of global sourcing and current
practices. The development of the questionnaire started by identifying past studies on
the critical success factors of international purchasing and global sourcing. Seven past
studies that were identified include Monczka and Giunipero (1984); Birou and
Fawcett (1993); Rajagopal and Bernard (1994); Scully and Fawcett (1994); Trent and
Monczka (2003a); Trent and Monczka (2003b); Trent and Monczka (2005).
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The critical success factors were compiled into eight groups. The items under each

critical success factor were grouped together according to their logical relationship.

Seven factors were taken from the study by Trent and Monczka (2005). An eighth

factor was added based on its importance identified in the literature. The critical

success factors were then used to develop questions for the survey. To encourage a

high response for the survey, the questionnaire was kept as concise as possible. The

number of questions under each main critical success factor was limited to five. The

factors and items in these past studies were mainly tested using a worldwide sample

population, including companies in Europe, which justifies the usage of the factors

and items on companies in the UK. Past research that was referred to for each

question in the questionnaire is detailed in Table 3.13.

Table 3.13(a): Past Research That Used the Item Asked In the Questionnaire as a Measure
(Factor 1 to Factor 2)

Factor Critical success factor Past research that used each item
as a measure

Factor 1: (i) Top management support and commitment to | Birou and Fawcett (1993);

Executive source worldwide Rajagopal and Bernard (1994);

commitment to
global sourcing

Scully and Fawcett (1994);
Trent and Monczka (2003a);
Trent and Monczka (2003b)

(ii) An executive steering committee to guide
the process

Trent and Monczka (2003b)

(iii) Cross-functional leaders participate on a
global sourcing steering committee or council

Trent and Monczka (2005)

(iv) A designated executive has the authority to
translate a global vision into reality

Trent and Monczka (2005)

(v) Global sourcing leaders make strategy
presentations to the executive committee and to
the board of directors

Trent and Monczka (2005)

Factor 2:
Rigorous and
well-defined
processes

(i) Planning for global sourcing

Birou and Fawcett, (1993);
Scully and Fawcett (1994)

(ii) A well-defined process is in place that
requires participants to establish goals, meet
milestones and report progress to executives

Trent and Monczka (2005)

(ii1) “Lessons learned” sessions are conducted at
the conclusion of each project, and findings are
distributed to worldwide participants

Trent and Monczka (2005)

(iv) Global agreements are continuously
monitored, reviewed and re-established as
required

Trent and Monczka (2005)

(v) Foreign supplier certification / qualification
methods defined

Monczka and Giunipero (1984);
Birou and Fawcett (1993);
Scully and Fawcett (1994)
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Table 3.13(b): Past Research That Used the Item Asked In the Questionnaire as a Measure
(Factor 3 to Factor 6)

Factor Critical success factor Past research that used each
factor as a measure

Factor 3: (i) Executives make critical resources, such as Trent and Monczka (2005)

Availability of budgets and qualified participants, available to

needed resources

support global initiatives

(if) The process involves individuals who have
the ability to take a global sourcing perspective
rather than a local or regional perspective

Trent and Monczka (2005)

(iii) Availability of required information and
data

Trent and Monczka (2003a);
Trent and Monczka (2003b)

(iv) Availability of suppliers that are interested
in global contracts and have global capabilities

Trent and Monczka (2003b)

(v) Obtaining expert assistance or support

Birou and Fawcett (1993);
Scully and Fawcett (1994);
Trent and Monczka (2003b)

Factor 4: (i) Data warehouses provide access to required Trent and Monczka (2005)
Integration data and information on a real-time basis
through (ii) A companywide intranet provides access to | Trent and Monczka (2005)
information global sourcing support documents, guidelines,
technology templates and progress updates
(iii) Ability to identify common requirements Trent and Monczka (2003a);
across buying units Trent and Monczka (2003b)
(iv) Common part coding system across buying | Trent and Monczka (2003b)
units
(v) Compatible information systems with Trent and Monczka (2003b)
suppliers
Factor 5: (i) Use of cross-functional teams to develop Trent and Monczka (2003a)
Supportive global strategies

organisational
design

(ii) A formal executive steering committee
oversees the global sourcing process

Trent and Monczka (2005)

(iii) Organisational design includes the
separation of strategic activities (such as global
sourcing) and operational activities (such as the
routine reordering of material)

Trent and Monczka (2005)

(iv) Establishing foreign buying offices

Birou and Fawcett (1993);
Scully and Fawcett (1994)

(v) Foreign buying offices support global
sourcing requirements

Trent and Monczka (2003b);
Trent and Monczka (2005)

Factor 6:
Structured
approaches to
communication
and relationship
building with
suppliers

(i) Advanced communication and coordination
tools are available (videoconferencing and Web-
based collaboration tools)

Trent and Monczka (2005)

(ii) Project teams meet regularly to coordinate
efforts (either face-to-face or electronically)

Trent and Monczka (2005)

(iii) Project teams regularly report progress to
executive leaders

Trent and Monczka (2005)

(iv) Establishing long-term relationships with
suppliers

Birou and Fawcett (1993);
Rajagopal and Bernard (1994);
Scully and Fawcett (1994)

(v) Direct site visits to suppliers

Trent and Monczka (2003b)
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Table 3.13(c): Past research that used the item asked in the questionnaire as a measure (Factor 7

and Factor 8)

Factor Critical success factor Past research that used each
factor as a measure
Factor 7: (i) Ability to measure and evaluate performance | Rajagopal and Bernard (1994);

Methodologies
for measuring

improvements or benefits from global sourcing

Trent and Monczka (2003a)

(ii) Global sourcing participants meet regularly

Trent and Monczka (2005)

savings or with executive leaders to review savings
performance (iii) Measurement systems support the Trent and Monczka (2005)
calculation of companywide savings
(iv) Measurement systems support the Trent and Monczka (2005)
calculation of the impact that sourcing
initiatives have on corporate financial measures
(e.g. return on assets)
(v) Measurement systems support the Trent and Monczka (2005)
calculation of the return on investment for
individual projects
Factor 8: (i) Developing the skills unique to international | Monczka and Giunipero (1984);
Qualified purchasing and global sourcing Birou and Fawcett (1993);
personnel Scully and Fawcett (1994)

(ii) Developing communication skills

Monczka and Giunipero (1984);
Birou and Fawcett (1993);
Scully and Fawcett (1994)

(iii) Developing knowledge on exchange rates

Monczka and Giunipero (1984);
Birou and Fawcett (1993);
Scully and Fawcett (1994)

(iv) Developing knowledge on foreign business
practices or customs

Monczka and Giunipero (1984);
Birou and Fawcett (1993);
Scully and Fawcett (1994)

(v) Understanding global opportunities

Monczka and Giunipero (1984);
Birou and Fawcett (1993);
Scully and Fawcett (1994)

3.5.2 Questionnaire design
The questionnaire was divided into four sections. Section A requested information on

the organisational profile. These questions were used to classify the respondent’s
company. These items include how long the company has been operating, total
number of full-time employees and what percentage of the organisation’s total

purchases (in £) represents purchases from outside the UK.

Section B required the respondent to describe the company’s current sourcing level.
The five sourcing levels are taken from the study by Trent and Monczka (2003b). The
first level is for firms that engage in domestic purchasing only. If the respondent
categorised the company at this level, the respondent then proceeded to Section D as
the questions in Section C were related to international purchasing and global

sourcing.
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Section C focused on the eight critical success factors of implementing international
purchasing and global sourcing strategy. This section was divided into eight
categories of critical success factors:

(1) Executive commitment to global sourcing

(2) Rigorous and well-defined processes

(3) Availability of needed resources

(4) Integration through information technology

(5) Supportive organisational design

(6) Structured approaches to communication and relationship building with suppliers
(7) Methodologies for measuring savings and performance

(8) Qualified personnel

There are five questions under each category and were presented in a centre column.

Five questions that best explain each category were chosen to be included in the

questionnaire. The rationale for selecting factors to be included in the questionnaireis:
1) Factors that have the most references in each category.

2) Factors from the study by Trent and Monczka (2005) were included since the

study had a comprehensive view, where the data collected were based on site

visits and quantitative data (survey).

These items are measured using a five-point Likert Scale. One section requested
respondents to rate how critical each of the items is to the effectiveness of the firm’s
sourcing strategy. The rating scale used were 1=Not Critical to 5=Very Critical. The
other section requested respondents to rate the degree to which the respondents
perceive the items have been implemented in their company. The rating scale used

were 1=Not Implemented to 5=Broadly Implemented.
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Section D focused on future sourcing efforts of firms that engage in domestic
purchasing only. This section required respondents to predict the company’s sourcing
efforts in three to five years time. The perception of future sourcing efforts was on the

eight critical success factors. Refer to Appendix 6 for the questionnaire.

Several rigorous discussions with other academics and researchers were undertaken to
develop the questionnaire. Before the questionnaire was finalised, it was piloted by
five peers in order to check if:

e the questions were easily understood

e the instructions were clear

e the estimated time of 15 minutes was sufficient to answer the questionnaire

3.5.3 The sampling method
Non-probability sampling through convenience sampling was chosen as the sampling

method for this study. According to Rodeghier (1996), convenience sampling relies
upon contacting population members who are easily located and willing to participate.
This method was chosen because it was not possible to estimate the probability of
distribution of each sourcing level of companies in the UK in order to pursue a
probability sampling method. This research was exploratory because it addressed the
gaps in worldwide sourcing practices of companies in the UK. Due to the exploratory
nature of this research, convenience sampling was found to be an ideal method to

collect the data.

The survey was collected over a ten month period, between September 2007 to June
2008.
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3.6 Data analysis technique: Case studies
This section will explain the case studies analysis process. There are five main stages

of data analysis as suggested by Creswell and Clark (2007):

Stages of data analysis

The detailed process

I. Data preparation

Transcribing the interviews
Preparation of the data by tidying the transcribed
interviews, transferring the data in case summaries

ii. Initial exploration of
the data

Look for obvious recurrent themes or issues in case
summaries by conducting a cross case analysis

iii. Analysis of the data

Comparison of practices under each factor and the
top three rated factors considered important.

The identification of other factors that were
considered important.

iv. Representation and
display of the data

Written interpretation of the findings
Use of figures and tables

v. Validation of the
data

Triangulation of findings from case studies, survey
and literature review.

3.6.1 Case studies analysis process
Figure 3.3 summarises the analysis process from the case studies.

Interview conducted

A J

Transcribe interview

Y

A J

Case summaries
(produced as tables in Word)

Frequency of top three factors
considered as important in the
implementation of global sourcing
(produced as Bar chart in SPSS)

:

Cross case analysis

/

Insight development of significant
global sourcing practices under
each factor

Figure 3.3: The Analysis Process of Case studies
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After the interviews were conducted, the interviews were transcribed. From the

transcribed script, each interview was summarised in a case summary format. The

summary of the data collected from the all the interviews were presented in a cross

case analysis summary. The findings from the case studies were then derived from the

cross case analysis summary. The findings also included the frequency of top three

factors that were considered important in the implementation of the global sourcing

strategy and other factors that were put forward by the respondents. The findings of

case studies are detailed in Chapter 4.

3.7 Data analysis technique: Survey
This section will explain the survey analysis process. There are five main stages of

data analysis as suggested by Creswell and Clark (2007):

Stages of data analysis

The detailed process

i. Data preparation

Converting and transferring the raw data from
QuestionPro to SPSS and Excel

Coding the variables in the questionnaire so that the
data can be analysed in SPSS and Excel

Checking the data to identify if there were any
missing values

Finalise the data so that it is suitable for statistical
analysis

ii. Initial exploration
of the data

Separate the responses according to the different
sourcing levels to look for obvious trends

Separate the responses to differentiate international
purchasing (Level Il and 111 only) and global
sourcing (Level IV and V) companies

iii. Analysis of the data

Reliability analysis to identify the reliability of the
measures in the questionnaire.

The use of descriptive statistics to identify the
distribution of the sample according the company’s
current sourcing level

The use of descriptive statistics to identify
distribution of how long the company has been
operating, size of companies and percentage of total
purchases from outside the UK according to the
sourcing levels.

Cross tabulation of the current sourcing levels and
the organisational profile of the respondents

The use of the mean of the responses to derive the
spider web/radar charts for the gap analysis

iv. Representation and
display of the data

Use of tables, figures and written interpretation of the
statistical finding

v. Validation of the
data

Triangulation of findings from case studies, survey
and literature review.
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3.7.1 Survey analysis process

Figure 3.4 describes the analysis process from the survey. The survey was distributed

through QuestionPro. Invitations for participation in the survey were sent through

email with a web link direct to the online-based survey in QuestionPro. The

completed surveys were then keyed into SPSS (Statistical Package for the Social

Sciences) and Microsoft Excel.

PRODUCED IN EXCEL

A

Survey distribution

h J

Online Survey through
Question Pro (email invite
with weblink to the
guestionnaire)

Y

Key in SPSS and Excel

Y

for each

Frequency and Percentage

question

Y

Y

h J

Cross tabulation of three
questions from Section A with
Section B

Mean of the responses for
questions in Section C

Bubble Chart — % of
companies in each
sourcing level

Bubble Chart — % of
total purchases from
outside the UK

v

L

Bubble Chart — % of
how long the company
has been operating

Bubble Chart — % of
size of companies

'

Spider Web/Radar
Chart — Gap analysis
for each factor

'

Figure 3.4: The Analysis Process of Survey

Spider Web/Radar
Chart — Gap analysis
for each question

The frequency and percentages of the organisational profile and sourcing levels were

derived from the data and the bubble charts were then produced. A cross tabulation of

the current sourcing levels and the organisational profile of the respondents were also

derived. The mean from the responses was used to derive the spider web/radar charts

for the gap analysis. The findings of the survey are detailed in Chapter 5.
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3.8 Chapter summary
This chapter described the research methodology used in this research. The first

process of this research started with conducting a literature review. The literature
review was conducted to define the scope of the research and identify gaps in the
current body of knowledge. The researcher gave emphasis to searching throughout the
literature for the definition of global sourcing, the critical success factors of global
sourcing, existing frameworks on global sourcing excellence, UK global sourcing
practices and the importance of qualified personnel as a critical factor.

The literature provided the scope in order to decide the research method to be used.
Due to the exploratory nature of this research, the data collection methods that were
used were case study and survey. The literature provided the input for the
development of questions for the data collection process. The case studies data were
collected through semi-structured interviews, whereas the survey was conducted
through an online-based survey. Both data collection methods were conducted in
parallel.

The data analysis process for the case studies was summarised using a cross case
analysis, whereas the survey was analysed using SPSS and Excel. The analysis of data
from both the case studies and survey, with references from the literature, provided
the input to develop the global sourcing practices framework. After the framework
was developed, feedback was acquired from participants from industry and academia
by conducting semi-structured interviews. The feedback acquired was taken into

consideration and the framework was then refined.

This chapter focuses on the data collection methods and data analysis techniques
employed through the case studies and survey that was used in this research. The
methodology behind the development of the framework is detailed in Chapter 6,
whereas the methodology behind the feedback process and refinement of the

framework are detailed in Chapter 7.
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Figure 3.5 summarises the methodology of this research.

Literature Review
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Conduct survey
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Analyse data using SPSS & Excel
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Framework refinement
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Finalise framework development

Figure 3.5: Outline of the Research Methodology

In the following chapters, the findings from the research are analysed, starting with

the case studies findings in the next chapter.
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4 Research findings — case studies

4.1 Introduction
This chapter describes the analysis of the findings from twenty case studies. The aim

of conducting the case studies was to get an in-depth understanding regarding the
global sourcing practices of companies in the UK. The global sourcing practices were
analysed in detail according to each factor. In addition, the top three factors that were
considered most important in the implementation of the sourcing strategy and any
additional issues that were considered as important are also presented here.

4.2 Company description
An overview of the twenty case studies is explained here. The scope of this research is

looking into the global sourcing strategy implementation of companies in the UK.
Hence, the twenty case studies are based on companies that are located in the UK and
have experience in worldwide sourcing activities. These companies are at different
sourcing levels which would reveal similarities and differences in sourcing practices.
The list of companies and some background of each case study can be found in Table
4.1.

Out of the twenty case studies, seventeen case studies are manufacturing companies
and three case studies are consulting companies. Manufacturing companies are
described with a number that represents their sourcing level followed by a letter (i.e.
Company 2A). Consulting companies are described with double letters (i.e. Company
AA).

As illustrated in Table 4.1, out of the seventeen manufacturing companies, three
companies are at Level 2, five companies are at Level 3, two companies are at Level 4
and seven companies are at Level 5. The three consulting companies consulted their
clients regarding specific issues around global sourcing strategy development and
implementation. Therefore, they are not categorised in any of the sourcing levels. The
main purpose of including consulting companies was to acquire insights from experts

that specialised in dealing with global sourcing activities.

77



Table 4.1: Company Description

Company Profile
Company 2A Focused consumer products company
Company 2B Distillery of single malt whisky
Company 2C Advanced technology company
Company 3A A global defence company delivering a full range of products
and services for air, land and naval forces, as well as advanced
electronics, security, information technology solutions and
customer support services.
Company 3B Global Semiconductor and Nano Technology Company
Company 3C Design and manufacture of gas control, measurement and
analysing equipment company
Company 3D Technology enterprise that serves civilian and military
o organisations, specialising in: aerospace, air systems, land and
GE) joint systems, naval, and security solutions and services
S | Company 3E Specialises in the design, testing, manufacture and assembly of a
g diverse range of high-performance composite and metallic
© structures and components for range of civil and military
8 aerospace and space programmes
=i Company 4A A global power systems company providing power civil
§ aerospace, defence, marine and energy markets
2 Company 4B World leader in the design and production of centrifugal pumps
§ and fluid handling systems company
Company 5A A global company engaged in the development, delivery and
support of advanced defence and aerospace systems
Company 5B A global business providing integrated power systems for use on
land, at sea and in the air
Company 5C Large and small jet engines for commercial and military aircraft
producer and aviation services provider
Company 5D Home appliances and appliances for professional use company
Company 5E Global provider of engineering, design, and manufacture for seat
comfort, driver and motion control systems, fluid assemblies,
and industrial driver interface products
Company 5F A diversified global company, distinguished by a significant
presence in healthcare, with niche businesses that also serve the
aerospace and commercial markets
Company 5G Motorcycles Manufacturing Company
Company AA International Information Technology Services Company
23
% § Company BB Business Support Services Company
c £
S 8 Company CC Supply Chain and Operational Solutions Company
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4.3 Case studies findings
Each case study was initially compiled in a case summary format after each interview

was transcribed. Refer to Appendix 7 for the case summary template and Appendix 8
for the case summaries. The case studies were then analysed through a cross case
analysis. Refer Appendix 9 for the cross case analysis summary. The global sourcing
practices that were found in the case studies are elaborated on in the following

sections.

4.3.1 Factor 1: Executive commitment to global sourcing
The issues that were covered under this factor include the role of the executive

leadership and the process owner of the global sourcing strategy.

Role of the executive leadership

The executive leadership played an active role in all the cases except in Case 2A.
Case 2A had limited executive leadership involvement in their virtual procurement
network. The virtual procurement network is not a formal centralised function and
comprises representatives from different categories of products. The executive
leadership is not directly involved in the sourcing process because the company is
organised in a matrix system. Their personnel work in category teams and also
support the virtual procurement network as part of their responsibilities. Case 2A
would use this virtual procurement network to coordinate the efforts to source from

abroad.

According to Case 3B, executive leadership is an important part of the sourcing
strategy. In terms of the extent of involvement, for Case 5F, the executive leadership
was very much involved through giving top level direction to the implementation of
the global sourcing strategy. Case 5C considered that the extent of involvement
depended on the particular product line. For indirect goods, the President would
have very little input. The majority of indirect goods are part of a broader corporate
strategy. For direct goods, the President, executive team and executive leaders within
each of the business units have input into creating and developing a strategy such as a

low cost strategy.
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Analysis of the case studies revealed that executive commitment and support to
mandate sourcing from worldwide sources is important when setting the vision and
direction for the company. The vision from the executive leadership is then turned
into specific objectives and cascades down to the appropriate level that will roll out
the strategy that has been developed. Case 3C has a top down initiative to reduce costs

as much as possible.
The role of executive leadership that was most quoted was on developing strategies
other than providing the leadership and direction. In addition, they also play the role

of ensuring the delivery of the strategy.

Process owner of the global sourcing strategy

The process owner of the global sourcing strategy is usually the person at the
executive level. The designation of the process owners in the case studies ranges from
department heads, directors, managers, vice presidents, presidents and chairman of the
company. Throughout the case studies there are process owners that head a
purchasing or procurement group. From the case studies, the companies at Level 5
have a purchasing or procurement group which is led by an executive leader and is
active in making sourcing decisions. The purchasing or procurement group are
formally called Group Purchasing/Procurement Council. Cases 5A, 5D and 5E have a
purchasing panel called Group Purchasing/Procurement Council in their company.
The council in Case 5A sets sourcing strategies and policies. Case 5D utilises the

council for evaluating purchasing decisions.

In Case 3B, the Operations Manager is the named process owner that is responsible
for manufacturing, logistics, purchasing in the UK. In terms of the company as a
whole group, the Central Purchasing Group looks at the different divisions in the
company. The Central Purchasing Group sets strategies and guidelines for the UK
division to follow. This is the same practice for Case 5E where the Purchasing
Council is in a position to influence decisions made across all their four divisions in

the company.
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In Case 3D, it is a different situation compared to Case 3B and 5E. The global
sourcing strategy is led by each of the individual divisional groups in the company.
As the company is divided into divisions, each division has the responsibility of
providing services and goods to the customer. Each division has their own Board of
Directors and the divisional purchasing groups have to report to the Vice President of
Purchasing, who is the process owner of global sourcing in the company. In Case 5F,
the process owner of the global sourcing strategy is the Sourcing Director of each
division and they are responsible for purchasing and act as the global sourcing
specialists in the company.

Case 5A is the only case where the process owner was not quoted as any individual in
the company but is the Global Purchasing Council. There are two big operating units
in the company, one is North America, and the other is the UK and the rest of the
world. Each of those operating units has a Procurement Council, which comprises all
the Senior Procurement Directors in each of those businesses. The two procurement
councils set the specific policies, strategies, and operational agendas unique to those
operating units. Then there is a Global Procurement Council which has the top five
Procurement Directors from each side of the operating unit to form an overall
Procurement Council. The Global Procurement Council set strategies, sourcing

policies, optimising procedures on the global scale and also on an operating unit scale.

% Key Finding 1: Executive leadership plays an active role in developing global

sourcing strategies.
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4.3.2 Factor 2: Rigorous and well-defined processes
The issues that were covered under this factor include the global sourcing process and

how global agreements are monitored and reviewed.

The global sourcing process

The case studies revealed that companies at Level 2 do not have a well defined
global sourcing process. Case 2C does not have a global sourcing process, whereas
Case 2B has a fairly ad-hoc and informal process. The process starts off with
identifying the local requirements and identifying what the factory needs. Then the
company decides whether the products can be sourced locally or sourced cheaper
outside the UK.

Case 4A defines the global sourcing process through the development of the
company’s strategy. The process starts with creating the vision and defining what the
requirements are at the corporate level. Once the company has pulled together the
customer requirements, general business requirements and technical requirements, the
company can predict the needs in the supply chain. Then the company looks at the
current status and sees if there is a gap between what the company needs in the future
and what they have got now. All of the information is pulled together and a
commodity strategy is then developed and renewed every year. From the commodity

strategy, specific supplier strategies are then developed.

Regarding the process of qualifying suppliers, most cases have a formal process and
guideline for qualifying their suppliers. Cases 2A and 3B have a formal process and
guideline for qualifying and validating new suppliers. Case 2A validates new
suppliers that have been identified using a supplier questionnaire. Upon the
completion of the questionnaire the information that the supplier has given will be
reviewed. If the supplier is acceptable, then the next stage is to send a company
representative to perform a quality audit of the facility. Assuming that is successful
the company will review the criticality of the supplier and then accepts them as a

validated supplier.
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In Case 3B, if a supplier is a strategic supplier which makes a very important part for
the company, the company will look into the potential of forming partnerships with
the supplier. There are a number of factors that effect the decision of selecting
suppliers. The company would look for companies that are financially robust,

suppliers that have an excellent quality and control system in place.

Case BB explained that potential suppliers need to demonstrate that they comply with
various standards like 1SO and have signed up to some ethical standards (for example,
they are not using child labour). Suggested activities that companies should perform
before the supplier is approved include auditing the factory, checking their paperwork
and their ability to manufacture the products.

In Case 3C, the first step to qualifying suppliers is to send the company’s engineers
out to look at the suppliers, establish suppliers abroad and make sure that the
procedures are up to standard, and if not, the company would help the supplier bring
the procedures up to standard. When the supplier has been chosen then the company‘s
buyers will work with the suppliers to look at pricing, processing quotations, sending
drawings out to the supplier, and waiting for the quotes to come back. From there the
company will collect all the information about the process, look at the prices the
company is paying at the moment, and the freight on board (FOB) price. This process
is basically to make sure the supplier can supply to the quality and cost that the

company requires.

Case 5G also send their engineers to assess the potential supplier. Once the company
has decided on an appropriate source, the first thing is always to get approval by the
quality engineers and quality department. The first stage in any process would be to
establish a potential supply source and then the first direct action would be to have a
quality audit done of that potential supply source. A report would be made by the
quality engineers as to the suitability of their processes, equipment and business

structure to support the demands of supply to the company.
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There were two main drivers that were the focal point of several companies from the
case studies when sourcing products; cost and technology. For Case 3B, in the first
instance, the company tries to buy products as locally as possible with the lowest
price. Since the company buys very specialist items, there are a limited number of
suppliers in the world that they can buy them from. The company would have to
purchase items from abroad for technical reasons. The company looks for suppliers
that have big enough capital equipment to machine the items cost effectively and is
very much driven by cost and technology when sourcing for products. For Case 3E,
the sourcing process is highly influenced by the nature of the product being sourced
and the global sourcing strategy (either focused on low cost or high end). Firstly the
company looks at technology, for a high end sourcing. The company mainly sources
from the US where high technology equipment is available. The company is not
looking particularly at the cheapest option, but looking more for the best high
technology solution because the company is in a technology driven industry.
Secondly, the company considers value for money and low cost sources for more
common parts. Case 3E has developed a low cost strategy of being part of the
commodity strategy in each of the major commodities, which are metals, composites
and machining. Case 4B pursues a similar strategy where their global sourcing

process was driven by the low cost products that can be purchased from India.

How global agreements are monitored and reviewed

Monitoring processes differ across all the cases. Case 2B have quarterly meetings
with their procurement managers who share information at meetings and progress
against their targets. Cases 3A and 5A have an agreed framework set up in the global
agreement and the compliance of their suppliers are monitored through the
integrated supplier information system. In Case 5A their integrated supplier
information system pulls together information such as which supplier they are
working with, what they are purchasing and the performance matrix against the key

performance indicators.
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In Case 3D, the global agreements are monitored at a corporate level, through regular
Quarterly Business Reviews with their suppliers. This is similar to Cases 5B and
5C where there are Quarterly Business Reviews with their core suppliers to review
contract performance of both parties. The Quarterly Business Review process looks
into two things, (1) to build the business relationship with the supplier and (2) to
review the performance of the suppliers against the contract in terms of quality,
delivery and cost. Case 5C also implements Bi-Monthly Site Reviews to confirm the
agreement implementation in terms of delivering profit growth committed. The Bi-
Monthly Site Reviews are more financial and management driven in terms of making

sure the contracts are implemented on schedule.

In Case 3E, there is a senior commodity department head that is involved in the
regular review meetings with the suppliers. In Case 4A, the global agreements are
reviewed on an annual basis, looking at the commodity and supplier strategy. In Case
5F, the process of monitoring global agreements is done at their head office and
reviewed at least annually. In each of the low cost regions there are local specialists
who deal with people locally. There is a Supplier Quality Assurance manager who
would go out independently from Europe, to India and China and make sure that the

processes were being followed.

When reviewing the global agreements, the suppliers are measured against some
designated measures that were detailed in the agreement. Case 3D monitors
suppliers on quality, delivery and relationship. Case 4A checks the performance of the
supplier based on quality, delivery and technical capability. In addition, the company
reviews their future capacity and looks into whether the supplier is still relevant to be
used for the next year. Case 4B monitors global agreements with regard to quality and
on time delivery. Case 5G has three key measures that they focus on, quality of
supply, quality of product and cost. Once a supply agreement has been established, if
the supplier is meeting the expectations in terms of supply quality, product quality and
price then generally the company will look to develop the supply relationship with
them. The company does not actively look to change the supply agreement unless the
supplier gives the company a good reason to change, by causing supply difficulties,
quality difficulties or giving the company a reason to believe that the cost of supply

were an issue.
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There are different entities that deal with different aspects of the global
agreement. The legal team oversees global agreements in Cases 3B and 5D. In Case
3B, the Central Purchasing Group is the entity that negotiates the legal agreements
with suppliers and the legal department specifically manages the contracts and
reviews them. In Case 5D, the agreements are reviewed by the Department Heads in
each of the business units. In Case 5B, the Global Commodity Purchase Executive
approves the Long Term Agreements. In Case 5C, the commodity team puts in place
the global agreements. In Case 5E, global agreements are negotiated and overseen by
the Vice President of Global Purchasing.

% Key Finding 1: Level 2 companies do not have a well defined global sourcing
process.
Key Finding 2: The global sourcing process is highly influenced by the nature
of the product being sourced and the focus of the global sourcing strategy (low
cost or high technology)

Key Finding 3: Global agreements are monitored differently in different

companies.

4.3.3 Factor 3: Availability of needed resources
The issues that were covered under this factor include how critical resources are made

available and how relevant information is made accessible and shared.

How critical resources are made available

Case 2A highlighted that the right buying resource needs to be in place to support any
global sourcing process. Analysis across the cases revealed that resources are
distributed using a budget (Case 3C, 4B, 5E, 5G). In Case 5B, as with all other
functions within the business, Commodity Purchasing is required to submit an annual

budget for corporate approval.
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Even though the method of distribution of resources across the cases through a budget
iIs common, the organisation structure of the departments which distribute
resources in the company varies. In Cases 3A and 3D, all the specialists from all the
functions; finance, human resources, engineering, purchasing and supply chain play
their part in an integrated project team. The functions in Case 3A are very small and
the project teams have got the right staff with the range of skills to execute the
project. In Cases 3A, 3D and 5G, all the resources are provided through the projects,
whereas Case 2C pulls in human and financial resources on a program by program
basis. In Case 4A, within the purchasing division the company has a full finance and
human resource team. The company has a dedicated resource allocated to purchasing
permanently and those resources are built in the purchasing division.

How relevant information is made accessible and shared

There were various methods companies used to make the relevant information

accessible and shared across the company. The examples are listed in Table 4.2.

Table 4.2: Methods Used To Make Information Accessible and Shared Across the Company

Methods Case
e Intranet or internal web portal 3C, 3D, 3E, 4A, 5C, 5D, 5E, 5F
e face to face meetings 2A, 2B, 3B, 4A, 5C, 5G
e email 2A, 2B, 3B, 3E, 4B, 5G
e an Enterprise Resource Planning (ERP) 2A, 2B, 3B, 5F
system
e spreadsheet 2A, 2B, 5G
e shared database or shared drives 3C, 3E, 5G
e video conference 4A, 5C, 5G
e integrated supplier information system 3A, 5A
e Local Area Network 5B

In Case 2A, relevant information is not readily available because of the disparate
systems available in the company. Case 2B highlighted that the sharing of information
is poorly done because there is no formal structure on how relevant information is

made accessible and shared.
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Case 3A uses a database to make sourcing decisions. This system allows procurement
and supply chain people to look into information that is important when making
sourcing decisions. Some examples of the information that they use, include who
places the purchase orders, when it was ordered, what is the outstanding debt, which
suppliers the company is using today, the company’s spend and the supplier’s
performance. In Case 3C, information is starting to be shared among the groups in the
company. The company is looking at a better system at the moment and will

eventually move to one complete system.

In terms of having face to face communications internally, there were various
methods used. Case 3D has a top level Group Purchasing Committee (GPC) that
meets once a month and all the information is shared through this medium. The GPC
comprises all those involved in purchasing, from the divisions and the Vice President
of Purchasing for the entire company. The GPC handles all purchasing issues such as
making strategy and policy. In Case 3E, information is shared through a monthly
global supply chain review meeting, where each of the commodity and site leaders
updates on the various initiatives. In Case 5B, there are Global Sourcing Forums
held half yearly where commodity teams are briefed on current status of strategies
around the business. In Case 5G, the senior management sits down once a week and
shares information about projected growth, new products coming in, new processes
that may affect the demand and supply base, any significant increases in volume and
long term plans. Through the meeting, the senior management can then see where
there is a potential shortfall in resource or a skill set in terms of a new process that
they need to identify and deal with.

In terms of communication with suppliers, in Case 5A, there is a strategic
partnership and a strategic engagement with the top major suppliers of the company

where the top suppliers are involved in their annual board meeting.
Case 4B shared the information with the board and production function using a

monthly reporting method. The supply chain manager produces a report based on

spend, delivery performance and quality performance.
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Key Finding 1: Even though the method of distribution of resources through a
budget is common, the allocation of resources varied according to the
organisation structure.

Key Finding 2: Although most information can be shared through the Internet,

face to face interactions and personal contact were still extensively used.

4.3.4 Factor 4: Integration through information technology
The issues that were covered under this factor include how global agreements are

managed and the importance of a compatible information system with suppliers.

How global agreements are managed

There are cases that use a contract repository to store global agreements and
provide warnings of expiring agreements. Cases 2C, 3E, 4A, 4B, 5A, 5C, 5D and

5G have a contract repository.

The contract repository is managed by the purchasing team (Case 3E, 4A, 5G). In
Case 3E, the purchasing team manages the review and renegotiation process. Whereas
in Case 4A, an internal commercial service group within purchasing manages the
contracts, provide legal guidance and deals with expiry dates. In Case 5D, the contract

repository is handled by the Legal and Global Purchasing team.

In Case 2C and 5A, the contract repository stores agreements electronically. The
system is accessible through appropriate security levels, the right people can access

and look at the global deals.

Cases 2B and 5B do not have a contract repository. In Case 2B, there are designated
purchasing personnel for each supplier and they are responsible for maintaining that
contract. In Case 5B, the Commaodity group is responsible for approving, holding and

maintaining the agreements.
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The time frame of the agreements and how the agreement expiry dates are
identified varies across the cases. In Case 3B, not all contracts necessarily have an
expiry date. All contracts in Case 3B are copied to the financial department locally
and major contracts shared with the Central Purchasing Group. The contracts will
then be sent to the Central Purchasing Group for approval. Normally the contracts are
valid until they are terminated by either party. In Case 3C, agreements are managed
by a senior buyer and there is a spreadsheet available to the senior buyer which
informs the dates of when contract reviews are coming up. In Case 3D, there is a
depository of global agreements in one central area and a mechanism to alert the
purchasing team when agreements expire so they can renew them. In Case 4B, the
contract repository provides warnings by flashing like an email. In Case 5C, a
Program Management Report will identify month by month when each of the long

term agreements expire.

Importance of having a compatible information system with suppliers

Cases 2A, 3C and 4A considered having a compatible information system with
suppliers as not critical to a business. Case 2A found that as long as the company is
able to exchange data through SAP, word, excel and email, it was considered
sufficient for the company. Case 3C acknowledges that having compatible systems
would be an advantage but is not critical to the business. Case 3C experienced no
problem of sharing information because most of the information needed is sent
through email. Case 4A just uses a simple web based system that is accessible to

anyone involved with the company.

Cases 4B and 5C do not have compatible information system or access to the
supplier’s system. Everything needs to be extracted from each others’ individual

manufacturing system and shared through spreadsheet and email.

Most cases however, considered having a compatible information system
important to the company (Cases 2B, 2C, 3D, 5A, 5B, 5C, 5D, 5E, 5F, 5G). Case
2B emphasised that it is important that suppliers can readily access information on
supply for forecasting. Case 5B communicates with suppliers through a fully

integrated SAP system that is supported by an internet portal.
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The extent of how integrated companies are with their suppliers is influenced by
how close the relationship is with their suppliers. For Cases 2B and 5D, these
companies are extensively integrated with some of their suppliers. Major suppliers are
linked quite closely with the company’s system. For the other suppliers, the
companies are not integrated at all or not well connected. In Case 5D, with smaller

suppliers, communications are through email and verbal discussions.

Across the cases, the benefits that have been identified from having compatible
information system with suppliers are detailed in Table 4.3.

Table 4.3: Benefits of Having Compatible Information System with Suppliers

Benefits Case

Saves time

e savings in terms of time as the documents can be accessed | 2C, 3C, 3D, 4B, 5D
and shared anytime

e reduce the time it takes to process orders and invoices 3D

e reduce the time to compile information 3D

Reduce use of paper

e reduction of paper transactions and paperwork by getting rid | 2C, 3D
of paper-based invoices and billing system

Saves cost

e savings in terms of hard copy printing and cost of postage | 2C, 4B

Improve management of information

e configuration management and control 2C, 3E
e pushes away the responsibility to the suppliers and makes 2B
the supplier more accountable
e make things easier 3C
o facilitate the production planning 4B

¢ having a common process of presenting information to the 5C
supplier

Increase accuracy

o facilitate the ability of sharing of accurate information and 3E, 5D, 5G
technical specifications

e reduce human error because there is no need to translate 3D
information from one system to the other

e large amount of data can be transferred quickly 3E

Reaction to changes

e changes are noticed quicker 2B

e faster reaction to change 5D
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To ensure that the information that is shared is secure, Case 5E provides every
supplier with a username and password. This allows information such as a request for

quotation (RFQ) and quote information be exchanged online in a secure way.

% Key Finding 1: Contract repositories were used to store global agreements and

provide warnings of expiring agreements.

% Key Finding 2: The key benefits from having a compatible information system

with suppliers are saving time and having accurate and up-to-date information.

4.3.5 Factor 5: Supportive organisational design
The issues that were covered under this factor include the internal group responsible

for overseeing the global sourcing process and purchasing volumes aggregated on a

worldwide basis.

Internal group responsible for overseeing the global sourcing process

The internal group that is responsible for the global sourcing process is the group
that is headed by the global sourcing process owner of the company. Throughout
the cases, the internal groups that were responsible for the global sourcing process
varied. Examples of some internal groups that are responsible for the global sourcing
process include the Sourcing/Procurement/Purchasing/Global Purchasing Council,
Central Purchasing/Commercial Procurement Group, Group Procurement Network,

Group Purchasing Committee and the purchasing department.

Examples of the roles of the internal groups are explained here in Cases 2A, 3A 3B
and 5F. In Case 2A, the Head of the Group Procurement Network is responsible for
the global sourcing process and drafting templates to use in agreements. The
Category team is responsible for identifying global opportunities, developing the
opportunities into sourcing agreements and implementing the tools and techniques

that the Head of the Group Procurement Network had identified.
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In Case 3A, the entity that is responsible for the global sourcing process depends on
three elements; major equipment, direct commodities and indirect commaodities. For
major equipment and indirect procurement, it is led by a Procurement Director. For
direct commodities, the Sourcing Council will take on the role of advising on

purchases.

In Case 3B, part of the Central Purchasing Group’s role is to negotiate with big
strategic suppliers using the total group spend to obtain price leverage. In Case 5F, it
is the Centre of Excellence’s responsibility to guide the global sourcing strategy and

look at cost reduction opportunities.

Purchasing volumes aggregated on a worldwide basis

In terms of aggregating purchasing volumes on a worldwide basis, there was only one
case study that did not practice it, Case 4A. The reason for this was that their
different facilities made different products and required completely different size

parts.

The benefits from aggregating purchasing volumes on a worldwide basis include
being in a better position in negotiations, getting a better deal than the market rate,

getting a better price, cost reductions and leveraging spend.

The extent of aggregating purchasing depends on various factors. Case 3D
aggregates the common elements which tend to be the lower cost items. Many of the
higher cost items cannot be aggregated because they are built to specification, so there
is no commonality. Case 3G has highlighted that the decision to aggregate volume
depends on the extent the company wants to strategically protect their business from

the risk of having all their eggs in one basket.

% Key Finding 1: The internal group that is responsible for overseeing the global

sourcing process is headed by the global sourcing process owner.

% Key Finding 2: Majority of the companies practice purchasing volumes

aggregated on a worldwide basis.
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4.3.6 Factor 6: Structured approaches to communication and
relationship building with suppliers

The issues that were covered under this factor include the communication and
coordination tools used, how potential suppliers are identified and relationship

management with current suppliers.

Communication and coordination tools

Across the cases, the common communication and coordination tools that were

used extensively are detailed in Table 4.4.

Table 4.4: Common Communication and Coordination Tools That Were Used Extensively

Communication and Case

coordination tools

e Email 2A, 2B, 2C, 3A, 3B, 3C, 3E, 4A, 4B, 5C, 5D, 5E
e Tele/video conferencing 3B, 3C, 3E, 4A, 4B, 5C, 5D, 5F, 5G

e Face to face meetings 2A, 2C, 3B, 3C, 3E, 4B, 5C, 5G

e Intranet 2C, 3A, 3D, 4A, 5C

e Internet 4A, 5D, 5F

e Telephone 4B

e [Fax 4B

e Instant messenger system SE

Analysis of the case studies revealed that a project manager plays the role of
managing the relationship with suppliers. There is a proficient project manager who
will coordinate communication through face to face meetings and email with the
suppliers (Cases 2A and 5G). In Case 3E, there are senior relationship managers that
manage the relationship with the suppliers in respect of business development. In
Case 5E, every purchasing person in the organisation has a supplier that they are

responsible for.

Across the cases, different systems are used for the purpose of communication. Cases
2B, 2C, 3A, 3B and 5F use the SAP application. According to Case 3B, the data that
is available on the system includes on time delivery and quality. In Case 2B, the

financial systems give an overview of the business.
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Cases 2C, 5C and 5E use supplier portals on the Internet. The portal system is
where suppliers can access information by using certain code words and code
numbers (Case 3D). Case 5C has a supply chain web portal available for suppliers to
obtain information and communicate with the company. Case 3A and 5A uses an
internal integrated supplier information system. Case 3A uses this tool as a supplier
relationship management tool and a global data warehouse. Case 3D uses a local

purchasing system within the intranet which is used for communicating information.

Company websites are also used as a communication tool. In Case 3D, an e-sourcing
tool for suppliers exists on the company website. This tool allows the purchasing team
to communicate large amounts of data with suppliers without using paper. This tool is

developed partly because of the restrictions of security on the business.

How potential suppliers are identified

The methods that were used to identify potential suppliers vary depending on the
nature of the product. In one of the cases (Case 5C), the company sources specialist
products that only two or three suppliers in the world have the technology to

manufacture, and the company has no choice but to buy from those suppliers.

The methods that were used to identify potential suppliers also vary depending on the
familiarity of the company in the source market. In the case where the company
were trying to source from China (Case 5C), the company recruited people with

specialist country knowledge to find suppliers.

Identifying potential suppliers also depends on whether the company is sourcing
high technology parts or services and low spec items. In Case 3D, the company
will look at the technology that the supplier offers and financial stability when
sourcing high technology parts. If they are looking for services and low specification
items, the company will look at the supplier’s ability to supply on demand, the supply

chains, the organisation and the support organisations.
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Some methods of identifying potential suppliers which were identified from the case

studies are detailed in Table 4.5.

Table 4.5: Methods of Identifying Potential Suppliers

Methods of identifying potential suppliers

Case

External searches

e internet/websites

2A, 2C, 3B, 3E, 4A

e trade fairs/trade shows 2C, 4A, 4B, 5G

e digest of approved suppliers/ distributors 3E, 4B, AA

o meet with local trade bodies or local suppliers 4A, CC

e catalogues 2C

e exhibitions 3B

e advertise in an industry bulletin or publication 5A

e internet business information software or database AA

e trade magazines AA

e market research AA

Internal practice of the company

e a supplier that is already being used by the other divisions in | 2B, 3B, 3C
the group

e use a third party or a consultant company that has a supply 2B, 3B
base overseas

e recruit a designated person in the foreign country to find 5C, CC
suppliers, work with the suppliers and develop them

e invite suppliers to regular events around the country 3A

e using a Commodity team, looking at capability, quality, cost | 5B
and delivery credibility

e work with government agencies to identify suppliers fit 5C

e having a designated purchasing personnel in each geographic | 5D
area to identify new suppliers

e the tender process 5D

e using the company central supplier listing S5E

Through suppliers

e some suppliers might just approach the company 2A, 2C, 3C, 5G

e word of mouth/recommendations 2A, 3A, 3B, 4B

e through other suppliers 2A, 2C

e daily mail shots from suppliers 3A

e look at competitor’s suppliers 5G

e supplier database BB

In Case 3A, they are continuously in search of new products. The company uses a

scientific community to identify innovative and new technologies at certain

universities. If the technology identified is sufficiently mature, they would consider

adopting the technology in the company.
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Knowledge about suppliers is easily accessible if the industry is small and there are
only a few of them that supply the products that the company requires. Case 2C is in
an industry which is relatively small which allows the company to be familiar with
most of the suppliers that are available in the industry. The company has databases of
the capabilities of those suppliers. Case 3B explained that they already know most

suppliers because there are only a certain number in the world.

Relationship management with current suppliers

The methods that were used across the cases to manage the relationship with current
suppliers include Quarterly Business Reviews, face to face meetings, visiting the
supplier on site and balance/supplier scorecard.

In terms of visiting suppliers on site, the factors that determine the frequency of
visiting suppliers are detailed in Table 4.6.

Table 4.6: Factors That Determine the Frequency of Visiting Suppliers

Factors that determine the frequency of visiting suppliers Case

The characteristics of the company

e size/volume of the business 5B, 5G

e complexity of the business 5G

The product

e risk of the product 2A

e whether the product is single sourced or multiple sourced 2A

The extent of relationship with the supplier

e how the company rates the supplier in terms of importance of the 2A, 5G, BB
supplier to the company

o if the supplier is new, they are visited more often 3B

e if it’s a long term, partnership type of agreement, the company meets | 4A
the suppliers very frequently face to face to build relationship

e if the company working on new designs with the supplier BB
The performance of the supplier
e depends on what the company has to discuss and if there are 4A, BB

problems. The company visits problem suppliers more often than
visiting good suppliers

e the supplier’s current performance 5B
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From the cases there were common measures used to evaluate the supplier’s
performance. These measures include delivery (Case 2A, 2C, 4B), quality (Case 2A,
2C, 4B), cost (Case 2C, 5D) and lead time (Case 2A).

Across the cases, the suppliers are measured in different time frames. In Case 2A,
formal calculations of performance are done on a monthly basis, however if there are
any pressing issues or deterioration in the quality of the product, it will be addressed
sooner. Case 2B runs a vendor rating system, where the suppliers are rated on quality,
delivery and cost. The assessment is done once a year for all the major suppliers. Case
3E uses one performance chart per supplier which has multi-site scope and is then
shared with the supplier monthly to review performance.

In Case 3A, senior management in the company would meet the supplier’s senior
management to discuss performance. This is also done by Case 5A where senior
coordinators are nominated to manage the top suppliers of the company. The senior
coordinator carries out the responsibility for strategy, performance and overall

relationship with the suppliers on a global basis.

In Case 3D, there will be one buyer or purchasing manager assigned to each
supplier. The company manages their suppliers through multifunctional teams. For
high technology materials, there is a specific supply chain team for a supplier. The
team consists of people from engineering, purchasing, quality control, marketing and
sales. The team manages a supplier on a one-to-one basis. For the really high
technology suppliers, there are teams embedded in the supplier’s facilities. For the
lower technology suppliers and some service suppliers, the lead is by the purchasing

department.

In order to reduce the risk of running out of stock, Case 3C builds supplier
partnerships through service level agreements. The company would place bulk
orders with the suppliers and the company would agree to take all of the stock that the
supplier has produced if something happens. The suppliers basically produce one

month’s stock for the company, so that way, the company never runs out of stock.
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Case 5E has a symbolic system to identify their suppliers. Supplier performance is
assessed in terms of parts per million, payment days and contractual performance. The
company decides whether or not a supplier is in the green list or the red list. Red
means the supplier is on the exit plan, and is later removed from the list. Green means
that the supplier is in the development plan. Because the company does not have all
the resources to cover all the suppliers, the company narrows the supplier
development process down to those suppliers that are considered to be worth the

investment.

% Key Finding 1: Common communication and coordination tools that were
used extensively include e-mail, tele/video conferencing, face to face
meetings, intranet, internet and telephone.

Key Finding 2: Methods that were used to identify potential suppliers vary
depending on the nature of the product and familiarity of the company in the
source market.

Key Finding 3: Relationships with current suppliers are managed through

Quarterly Business Reviews, face to face meetings, visiting the supplier on

site and balance/supplier scorecard.

4.3.7 Factor 7: Methodologies for measuring savings or
performance

The issues that were covered under this factor include linking sourcing goals to
company objectives, measuring performance improvement and benefits from global

sourcing and performance reports distribution.

Linking sourcing goals to overall company objectives

Sourcing goals are linked to the overall company objectives through a budget
process (Case 2A and 5F). In Case 5F, the budget links the sourcing goals with
company objectives through the business plan. The company objectives such as

material cost reductions and cost of quality are built into the business plan.
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In Case 3C, sourcing goals are established through the value of the product and
how much the company is spending. A certain product is considered very important
if it is an expensive part in the manufacturing process. The company will look at
strategic dealings with that particular product through cutting down the number of
suppliers and moving to overseas suppliers in order to reduce cost and achieve

savings.

Top level management is where the initiative of linking sourcing goals begins.
According to Case 2B, top management decides how much savings need to made and
where they can source from. In Case 3A and 5A, top level vision and objectives are
set by the Executive Committee. That then cascades to each appropriate level and then
flows down to the employee’s personal objectives. In Case 3D and 4B, sourcing goals
are established at the board level. In Case 5C, the overall company objective comes
from the President. That objective gets flowed down to the commodity director and
it’s up to the commodity director to work out how to save money. In Case SE, the
Purchasing Council determines the sourcing goals. The sourcing goals are then
reviewed by the Executive Committee and the Executive Committee determines

whether they want to support the goals or not.

Measuring performance improvement and benefits from global sourcing

The measures that were used to evaluate key performance improvements or
benefits from global sourcing from the case studies include cost, quality, delivery

and lead time reduction.

Financial measures were used to identify performance improvements. Cost
comparisons or cost savings measures were used by Cases 2B, 3C and 3D. In Case
3D, each project has an individual financial report and the benefits gained from each
project were reported in the financial report. Those financial project reports are then
delivered to the divisional boards and later, the divisional board presents it to the main

board.

Case 2A uses a Quarterly Finance Review process to track how the company is
doing against the targets. Case 3B uses a price road map. This price road map details

yearly reduction of current cost for their suppliers.
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According to Case 4B, the measurement of the total cost of sourcing globally needs
to consider not only the obvious cost of the product and establishing the infrastructure
for the sourcing activity, but also to take into account the research needed on the
business environment of a foreign country. This would cover communication costs
that needs to be done in the future, time difference, cultural differences, providing
insurance and medical coverage for the personnel that visits a supplier that is abroad,
high cost of shipping and packaging, lost and damaged products, time to establish

relationship with new suppliers and the learning curve on taking a new supplier.

Performance reports distribution

Across the cases, performance reports were found to be distributed across different

levels throughout the company.

% Key Finding 1: Key measures used to evaluate performance improvements or

benefits from global sourcing are cost, quality and delivery.

% Key Finding 2: Measurement of total cost needs to take into account more

than just the obvious price of product.

4.3.8 Factor 8: Qualified personnel
The issues that were covered under this factor include knowledge and skills required

by personnel and training.

Knowledge and skills required by personnel

Across the cases, there were two contradicting views on the importance of
purchasing personnel having a formal qualification such as The Chartered Institute
of Purchasing & Supply (CIPS) to perform global sourcing successfully. On one
hand, there are cases where they place very strong emphasis on people being CIPS
gualified. In Cases 3A and 5A, if their personnel are not CIPS qualified, the company
will put the personnel through the program. Cases 3A and 4B believed that it is ideal

to have their personnel CIPS qualified.
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On the other hand, having personnel with a formal qualification such as CIPS
was considered not important in order to perform global sourcing successfully
(Cases 2A and 4A). Having personnel with the right attitude and experience (Case
3B) was considered more important. An interviewee in Case 4A said “Knowledge and
skills are learnt continuously. Intelligent people can always learn new things. Attitude
and application are far more important. I do not get too hung up about skills,
knowledge or qualification. You can teach those if somebody brings in the attitude

with them”.

In Case 5A, there is a prescribed profile that defines the appropriate competences
and skills that are necessary to perform a particular role/function/job. The company
has categorised competence into three levels, (1) learner, at this level the employee
does not fully understand the job, (2) practitioner/experienced, at this level the
employee is competent in using those skills but is not able to train others, (3) expert,
at this level the employee could train somebody else. This method is used to identify

personnel requirements in the development program of the company.

Cases 2C, 3A, 5A and 5B use a competency matrix to rate their purchasing
personnel’s performance. The matrices are used to record competence or capability

and therefore future training needs can then be determined (Case 5B).
The significant knowledge and skills that were emphasised across the cases include

negotiation skills, cultural awareness, communication skills and interpersonal
skills.
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Other knowledge and skills that were considered important are detailed in Table 4.7.

Table 4.7: Other Knowledge and Skills That Were Considered Important

Case

Knowledge

e understand product technically 3B, CC

e engineering knowledge 3C, 3E

e have purchasing legal knowledge for contracts 3B

e keep up with fluctuations in price of materials such as metal 3C

e understand supplier’s business in terms of the processes and 3D
supply chain

e understand tools and processes the company uses to manage, 3D
improve and measure suppliers

e industry sector knowledge 5C

e knowledge on strategic sourcing, operations purchasing and 5C
dealing in low cost economies

e commodity management 5C

e understand strategic supply management and category AA
management

Skills

e commercial skills 2B, 5B, 5C, 5E

e competences in relationship management with suppliers 3A

e project management skill 3E

e have the right organisational behaviour and people skill set 5C

Experience

e engineering experience 3C, 3E

e have experience in wide ranges of suppliers in Europe and UK 3B

Personal characteristics

e demonstrate high values and high personal standards that are self | 5E

driven

Here are some examples of how companies deal with communication challenges

with global suppliers. Case 3B emphasises that their employees need to be able to

communicate clearly with non-English suppliers. Case 3C proposed that the local

people employed in India and China needs to be able to speak English to make the

communication process with the central office smoother. Case 5F uses an interpreter

to communicate with the person who runs the operation in a foreign country. Some

cases recruit local people to overcome any language or cultural barriers (Case 2A and

5D). Case 2A identified that it is important to have somebody who has an extremely

good understanding of the culture in order to do business in countries like China. Case

3E proposed having someone in the offshore market that has had experience in

working or living in that region.
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Training

The common training that was quoted more than once across the cases included
negotiation skills, project management, supply chain management,
purchasing/procurement, leadership techniques and development, soft skills and

communication skills.

Cases 3D and 4B proposed that employees need to have good formal training such as
CIPS so that the employees fully understand the fundamentals of purchasing and the
supply chain. Cases 2A and 5A support their employees in attaining a formal
qualification.

Having experience through on-the-job training was considered to be an important
aspect by Cases 3B and 4A. In Case 4A, an interviewee said “The real training is on
the job training. You really need to be able to put in into practice. And to do that
properly, you need a mentor, | think. I like to partner up a more experienced person
with somebody fairly new and that person acts as a mentor so that they kind of
oversee and support and coach. So classroom learning and university is fine but

practical experience in the application is much more important”.

A personal development plan was found to be conducted in Cases 2C, 3A, 3C, 5A
and 5E. This personal development plan was conducted together with a formal
measurement of employee performance in Cases 2C, 3A, 5A. This process is done
through a discussion between a superior and the employee. The purpose of having the
personal development plan is to allow the company to plan for future requirements.
The assessment of employee performance was based on objectives that were
determined the year before. The future objectives that are then planned for the next
year will determine any training and development the employee needs in order to

meet the objectives.

In Case 2A, the structured training and development plan is used as part of the
plan to retain and develop employees. This practice is also done by Case 3A where
they make sure that their personnel are qualified and motivated, so they put a lot of
effort in personal development of their procurement personnel. They support

employees by having personnel development plans so that they have the right skills.
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Other training that was mentioned throughout the cases is detailed in Table 4.8.

Table 4.8: Other Training That Was Implemented

Knowledge Case
e finance 2A
e general business course 2A
e business awareness 2A
e risk management 3A
e contract knowledge 3B
e purchasing law 3B
e engineering related to products manufactured 3C
e sub contract management 3D
e value analysis and cost modelling 4A
e contract management 4B
e project management 4B
e specifics of the industry 5A
e language 5D
e cultural awareness 5D
e technical knowledge 5G
e category management AA
Skill

e interpersonal skills 2B, 5C
e |eadership 2B
e personal effectiveness 3A
e practical problem solving 4A
e supplier management 3D
e psychological techniques 5F
e reading body language 5F
e customer-facing skill AA

Key Finding 1: There were contradicting views on the importance of
purchasing personnel having a formal qualification versus experience.
Key Finding 2: Gaining experience through on-the-job training was

implemented in a form of a mentorship scheme.

Key Finding 3: A formal measurement of employee performance was found to

be conducted with a personal development plan.
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4.3.9 Summary of the key insights from the case studies

Factor 1: Executive commitment to global sourcing

e Executive leadership play an active role in developing global sourcing strategies.

Factor 2: Rigorous and well-defined processes

e Level 2 companies do not have a well-defined global sourcing process.
e The global sourcing process is highly influenced by the nature of the product being
sourced and the focus of the global sourcing strategy (low cost or high technology).

e Global agreements are monitored differently in different companies.

Factor 3: Availability of needed resources

e Even though the method of distribution of resources through a budget is common,
the allocation of resources varied according to the organisation structure.
e Although most information can be shared through the Internet, face to face

interactions and personal contact were still extensively used.

Factor 4: Integration through information technology

e Contract repositories were used to store global agreements and provide warnings of
expiring agreements.
e The key benefits from having compatible information systems with suppliers are

saving time and having accurate and up-to-date information.

Factor 5: Supportive organisational design

e The internal group that is responsible for overseeing the global sourcing process is

headed by the global sourcing process owner.

e Majority of the companies practice purchasing volumes aggregated on a worldwide

basis.
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Factor 6: Structured approaches to communication and relationship building

with suppliers

e Common communication and coordination tools that were used extensively include
e-mail, tele/video conferencing, face to face meetings, intranet, internet and
telephone.

e Methods that were used to identify potential suppliers vary depending on the nature
of the product and familiarity of the company in the source market.

e Relationships with current suppliers are managed through Quarterly Business
Reviews, face to face meetings, visiting the supplier on site and balance/supplier

scorecard.

Factor 7: Methodologies for measuring savings or performance

e Key measures used to evaluate performance improvements or benefits from global

sourcing are cost, quality and delivery.
e Measurement of total cost needs to take into account more than just the obvious

price of product.

Factor 8: Qualified personnel

e There were contradicting views on the importance of purchasing personnel having a
formal qualification versus experience.

¢ Gaining experience through on the job training in a form of a mentorship scheme.

e A formal measurement of employee performance was found to be conducted with a

personal development plan.

4.3.10 Top three factors that were considered important in the
implementation of the sourcing strategy

In the final section of the semi-structured interview questions, the interviewees were
asked to rank the top three factors that they considered as important in the
implementation of their sourcing strategy between the eight factors. Figure 4.1 shows
the frequency of the top three factors considered as important in the implementation

from the 20 case studies.
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From the figure, the three highest factors that were quoted by the interviewees were
Factor 1 (Executive commitment to global sourcing), Factor 8 (Qualified personnel),
and Factor 2 (Rigorous and well defined processes). As qualified personnel was found
to be the second highest factor in the implementation of the sourcing strategy, this
finding has clearly supported its importance and the fact that it needs to be recognised
as a main factor along with the other factors that were identified in past studies.
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Figure 4.1: Frequency of the Top Three Factors Considered Important In the Implementation of
the Sourcing Strategy

Legend:
Factor 1: Executive commitment to global sourcing

Factor 2: Rigorous and well-defined processes

Factor 3: Availability of needed resources

Factor 4: Integration through information technology

Factor 5: Supportive organisational design

Factor 6: Structured approaches to communication and relationship building with suppliers
Factor 7: Methodologies for measuring performance

Factor 8: Qualified personnel
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4.3.11 Additional issues that were considered as important in
implementing sourcing strategy successfully

There were several issues raised that were considered important in implementing

sourcing strategy successfully. These issues were additional issues other than those

that have been specifically covered under each factor (refer Table 4.9).

Table 4.9: Additional Issues That Were Considered Important In Implementing Sourcing

Strategy Successfully

Issues raised

Rationale of the importance

Reward and recognition
for the buyers

e For the buyers to be motivated and feel that they are
part of a successful function.

Having a well-defined
product specifications

e To be clearly understood by the supplier.
e The product specifications cover issues such as
delivery time, lead time, and technical specifications.

Understanding the
sensitivity of the product

e The sensitivity of the product can be a constraint when
sourcing, especially in the defence industry.
e [t limits which countries and suppliers to source from.

Raw material shortages

e Shortages can cause long lead times.

e Companies need to work out with suppliers to make
sure the supplies of products are continuous and
consistent.

Companies need to be
aware that there is a
possibility that suppliers
outsource their production

e Supply chain becomes longer and risks become much
greater for the company.

e Companies can overcome this risk by building
strategic stocks of items to buffer themselves from the
risks that the suppliers take.

Understand all aspects of
products when deciding
where to source from

¢ This can help companies make more informed
decisions.

¢ Information about the products that should be
understood include the market for the product, type of
product, weight influence logistics cost, lead time
required by customers, how difficult is it to buy, how
important is it to the company and how important the
suppliers perceive the company.

Companies need to be
globally aware

¢ Not just regarding cultural factors.
e Companies need to observe global politics and
economics.

e Companies need to react accordingly to the changes in
the global arena.

Establish capable, credible
and long term supply
sources

e When products have high technical content, it is vital
that the suppliers used are reliable.
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4.4 Chapter summary
This chapter has presented the findings from the case studies. The case study

approach allowed an in-depth understanding of the sourcing practices entailed under
each key factor. For certain factors, companies in different sourcing levels, have
different practices. In others, the practices were quite similar across the companies.
The next chapter will cover the findings from the survey.
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5 Research findings - survey

5.1 Introduction
This chapter analyses the findings of the survey. The aim of the survey is to identify

the extent of the actual implementation and perceived importance of the critical
success factors of global sourcing for companies in the UK. The survey analysis looks
at the distribution of the respondents and performs gap analysis for responses to each
factor. The survey analysis uses SPSS (Statistical Package for the Social Sciences)

and Microsoft Excel.

5.2 Thetarget sample and response rate
This research is focused on the global sourcing strategy implementation of companies

in the UK. Hence, the population of the study for the survey consisted of companies
that are based in the UK that practice either international purchasing or global
sourcing. The target sample was from the Cranfield University Fellowship of
Manufacturing Management (FMM) membership database. Invitations to request for
participation in the survey were sent to respondents by the Director of the FMM
through email with a direct web link to the online-based survey. The researcher was
not allowed access to the email addresses of the FMM members due to confidentiality
reasons. A reminder email was sent a week after the initial email from the Director of

FMM but the response rate was very low.

Out of 939 initial invites, only 257 of the emails were opened and 30 companies
followed the link to the questionnaire. After follow up emails, of the 257 sample, a
total of 25 responses were received. Another database was used to supplement the
FMM database. A database of contacts who have participated in previous research in
the area of supply chain management with the School of Applied Sciences of
Cranfield University, with a total of 279 people, was then used to increase the
responses for the survey. Of 279 invites, 49 emails were returned as undelivered, 3
were unable to be contacted because they were out of office and 10 decided not to
participate in the study because it was not in their area of knowledge and experience.
Of the remaining 217 companies a total of 17 companies were received after follow

up email and phone calls.
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With a total sample of 474 from both databases, the total responses were 104, where
there were 42 completed surveys and 62 uncompleted surveys. The overall response
rate was 21.9% (104 of 474) and usable response rate was 8.9% (42 of 474). The
response rate was considered sufficient for the study based on past research that
acquired a 9% response rate and adopted a survey method which was supplemented
by case studies (Trent and Monczka, 2003a; Trent and Monczka, 2003b; Trent and
Monczka, 2005).

Zhang (1999) acknowledged potential concerns that were unique to online-based
surveys, specifically regarding calculation of response rates. Researchers are able to
identify a large portion of undeliverable surveys or unreachable potential respondents
and exclude these cases from a sample. Hence, the calculation of the final sample
population only took into account emails that were opened and successfully delivered.

The low response rate from the FMM database was due to the general background of
the target sample. The FMM database consisted of members in various disciplines.
The target disciplines relevant to this research were supply chain and purchasing. The
low response rate may have been attributed to the fact that more FMM members have
manufacturing background compared to supply chain or purchasing background. The
FMM database was then found not to be very suitable for the research and another

database was used to supplement the data collection effort.

As a whole, other factors that contributed to the low response rates for the research
were primarily because respondents were unable to be contacted, either because they
were out of office, the email address was wrong or they declined to participate in the
research. According to past studies in the area of worldwide sourcing, the low
response rates were found to be caused by the fact that many firms in the sample have
no experience with worldwide sourcing activities or firms do not have active
international sourcing strategies (Trent and Monczka, 2002; Trent and Monczka,
2003a; Trent and Monczka, 2003b; Birou and Fawcett, 1993). Thus, these factors
result in firms not participating in surveys regarding international purchasing and
global sourcing because they felt that they did not have the information required by

the questionnaire to contribute to the research.
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5.3 Overview of the survey findings analysis
The survey findings analysis focused on several areas:

e The distribution of respondents according to the sourcing levels. This issue will be
discussed in section 5.4 (Distribution of the respondents).

e To identify whether the answers from the data that have been collected yield
consistent results from the questions in the survey, through reliability analysis
(Section 5.5).

e The gaps between how critically companies rate the factors and the extent of
actual implementation of the factors. This issue will be discussed under section 5.7
(Gap analysis critical versus practices).

e To identify whether companies at certain sourcing levels rate certain factors more
important compared to the other factors. This issue will be discussed in section 5.8
(Gap critical).

e To identify whether companies at certain sourcing levels actually practice certain
practices at a greater extent compared to the other practices. This issue will be
discussed in section 5.9 (Gap practices).

e The specific gaps under each factor. This issue will be discussed in section 5.10
for Level 2&3 companies and in section 5.11 for Level 4&5 companies (Gap for
Level 2&3 and 4&5).

e The similarities between Level 2&3 companies and Level 4&5 companies. This

issue will be discussed in section 5.12 (Similarities between both groups).

There are two main purposes of conducting the gap analysis:

(1) To identify the differences between how critical companies rate the factors and the
extent of the actual implementation of the factors.

(2) To identify the similarities and differences between companies that are at the

lower sourcing levels (Level 2&3) and the higher sourcing levels (Level 4&5).

The method of identifying the differences between the lower and higher sourcing
levels have been conducted in the past including studies by Trent and Monczka
(2003a) and Trent and Monczka (2003b). However, those studies did not display the

gaps in a radar chart and only used the averages in a table format.
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The radar chart is used in this research to give a better picture of the gaps, in addition

to using the table format.

5.4 Distribution of the respondents
This section details the distribution of the respondents according to the distribution of

companies in each sourcing level, years in operation, number of full-time employees
to reflect the size of the companies and percentage of total purchases (in £) from
outside the UK. The distribution of the companies’ sourcing levels according to how
many years the companies have been in operation, the size of the companies and the
percentage of total purchases from outside the UK was also identified.

5.4.1 Current sourcing level
The frequency and percentages for the companies’ current sourcing level were first

derived in SPSS.

The percentages of the companies’ current sourcing level were then used to produce a
bubble chart in Microsoft Excel. Figure 5.1 and Table 5.1 shows the distribution of

companies in each sourcing level as a percentage.
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Figure 5.1: The Percentage of Companies in Each Sourcing Level
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Table 5.1: The distribution of companies in each sourcing level in percentages

Sourcing Level Percentage
Level 1 4.8%
Level 2 19.0%
Level 3 28.6%
Level 4 26.2%
Level 5 21.4%

The analysis of the survey differentiates Level 2&3 companies and Level 4&5
companies. Referring to the data set, there are equal percentages of Level 2&3
companies and Level 4&5 companies, which is 47.6%. The remaining 4.8% consist

of companies at Level 1.

5.4.2 Years in operation
Most of the companies (78.6%) have been in operation for more than 20 years (Figure
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Figure 5.2: How Long the Company Has Been In Operation
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Figure 5.3 shows the distribution of how long the company has been operating

according to the sourcing levels.
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Figure 5.3: Distribution of How Long the Company Has Been Operating According To the
Sourcing Levels

Referring to Figure 5.3, the majority of companies in the different sourcing levels
have been in operation for more than 20 years, with seven companies in Level 2, nine
companies in Level 3, ten companies in Level 4 and seven companies in Level 5. As
most of the respondent companies have more than 20 years experience, this reflects
that these companies have well established worldwide sourcing strategies as they are
not new in the business. This finding provides support and confidence in the data to

show the true current practices of these companies in their respective sourcing levels.

5.4.3 Number of full-time employees
The number of full-time employees was used to identify the size of companies in the

survey. The Department for Business Innovation & Skills (2009) has defined what
constitutes as a small or medium sized company, where a small sized company was
defined as companies with not more than 50 employees and a medium sized company
was defined as companies with not more than 250 employees. Following this, large

sized companies are defined as companies with 250 or more employees.
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Referring to Figure 5.4, 7.1% are small sized companies and 16.7% are medium sized
companies. Majority of the companies that participated in this research are large sized

companies (76.2%).
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Figure 5.4: Number of Full-Time Employees

Figure 5.5 shows the distribution of size of companies according to the sourcing
levels. From the 76.2% of large sized companies, six companies are from Level 2,
seven companies are from Level 3, eleven companies are in Level 4 and eight

companies are in Level 5.
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Figure 5.5: Distribution of Size of Companies According To the Sourcing Levels
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This finding shows that more large companies are involved in worldwide sourcing
activities, which was also found by studies conducted by Min and Galle (1991),
Rajagopal and Bernard (1994) and Trent and Monczka (2003a). Min and Galle (1991)
explained that large companies are more involved in worldwide sourcing activities
because foreign sources offer higher quality and less expensive products and also
because worldwide sourcing “requires long-term commitment of large sources that

only large sized companies can afford”.

5.4.4 Percentage of total purchases (in £) from outside the UK
The frequency and percentages for the company’s total purchases (in £) that represent

purchases from outside the UK were first derived in SPSS. The percentages of the
company’s total purchases (in £) that represent purchases from outside the UK were

then used to produce a bubble chart in Microsoft Excel.

Figure 5.6 shows the percentage of total purchases from outside the UK. Nineteen
percent of companies made less than 20% of their total purchases outside the UK. The
number of companies that made 20% to 60% of their total purchases from outside the
UK was 33.4%. The percentage of companies that had more than 60% of their total

purchases from outside the UK was 45.2%.
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Figure 5.6: The Percentage of Total Purchases from Outside the UK
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Figure 5.7 shows the distribution of % of total purchases from outside

according to the sourcing levels.

Distribution of % of total purchases from outside the UK according to sourcing levels
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Referring to Figure 5.7, the majority of the companies that purchase more than 60%

of their purchases from outside the UK are in Level 4 and 5. Companies that purchase

20% to 60% of their purchases from outside the UK are mostly companies in Level 3.

This shows that companies that have extensive involvement in sourcing globally are

companies that are in the higher sourcing levels.

5.5 Reliability analysis
The reliability analysis was conducted to identify whether the answers from the data

that have been collected yield consistent results from the questions in the survey.

According to Foster (2001), reliability refers to the consistency of the results on
different items in a test. Rodeghier (1996) and Pallant (2001) explained that the

reliability test provides a measure of the internal consistency of a scale.
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The measure that was used to prove that the questions were reliable is the alpha
coefficient from the reliability analysis test in SPSS. According to Pallant (2001), one
of the most commonly used indicators of internal consistency is Cronbach’s alpha
coefficient and an alpha coefficient ideally should be above 0.7. Rodeghier (1996)
explained that the alpha coefficient ranges from value zero to one and that higher
scores indicate greater reliability.

The reliability analysis was used to specifically identify the degree of consistent
results from the questionnaire in each factor. The items under each factor measures
two aspects: how critical the respondents perceive the factors and the extent the
factors are implemented in the company. Based on Table 5.2, the factors that measure
the critical success factors and practices of sourcing have an alpha coefficient higher
than 0.7 respectively. Since the reliability scores were all higher than 0.7, this
indicates that the items were reliable and a very good measuring tool to answer the

research questions.

Table 5.2: Reliability Analysis of Variables

Factor (Critical) Alpha score Factor (Practices) Alpha score
Factor 1 Critical 0.843 Factor 1 Practices 0.822
Factor 2 Critical 0.776 Factor 2 Practices 0.830
Factor 3 Critical 0.858 Factor 3 Practices 0.878
Factor 4 Critical 0.796 Factor 4 Practices 0.731
Factor 5 Critical 0.780 Factor 5 Practices 0.758
Factor 6 Critical 0.727 Factor 6 Practices 0.753
Factor 7 Critical 0.895 Factor 7 Practices 0.895
Factor 8 Critical 0.752 Factor 8 Practices 0.844

5.6 Gap analysis for responses for each factor
From the 42 responses, the data in SPSS were split into three groups, the first group

comprises companies that were in Level 1 (domestic purchasing only), the second
group comprises companies that were in Level 2 and Level 3 (international
purchasing), the third group comprises companies that were in Level 4 and 5 (global

sourcing). Companies in Level 1 are exempt from the gap analysis.

120




The gap that is measured here is the difference between the mean of how critical the
respondents regard the factor to the effectiveness of the firm’s sourcing strategy and
the degree to which the firm currently has implemented the factor. The mean of
responses for each question in Section C in the questionnaire (refer Appendix 6) was
derived in SPSS. The cumulative mean from the questions under each factor is then
averaged to get the mean for each factor.

5.7 Gap analysis between how critical factors are versus the
actual practices of companies
This section explains the gap analysis for the critical scores versus practices scores in

each group.

5.7.1 Gap critical versus practices in Level 2 and 3 companies
The radar chart for the gap analysis was derived in Microsoft Excel. Figure 5.8 shows

the gap between how critical the respondents from Level 2 and 3 companies regard
the factor to the effectiveness of the firm’s sourcing strategy and the degree to which
the firm currently has implemented the factor. The mean scores that were used to

derive this chart can be referred to in Table 5.3.

Gap Analysis for Companies in Sourcing Level 2 and 3

Factor 1 Executive commitment to global
sourcing

Factor 2 Rigorous and well-defined

Factor 8 Qualified personnel
processes

Factor 7 Methodologies for measuring

- Factor 3 Availability of needed resources
savings

Factor 6 Structured approaches to
communication and relationship building
with suppliers

Factor 4 Integration through information
technology

Factor 5 Supportive organisational
design —e Critical
s Practices

Figure 5.8: Gap Analysis for Companies in Level 2 And 3

121



Table 5.3: Mean for Sourcing Level 2 and 3

Factor Mean Mean Gap
Critical | Practices

Factor 1: Executive commitment to global sourcing 2.93 2.77 0.16
Factor 2: Rigorous and well-defined processes 3.71 2.89 0.82
Factor 3: Availability of needed resources 3.52 3.02 0.5
Factor 4: Integration through information technology 2.80 2.49 0.31
Factor 5: Supportive organisational design 2.87 2.41 0.46
Factor 6: Structured approaches to communication

and relationship building with suppliers 3.65 3.33 0.32
Factor 7: Methodologies for measuring savings 3.77 2.67 1.1
Factor 8: Qualified personnel 4.04 2.95 1.09

The largest gap is in Factor 7 (Methodologies for Measuring Savings) with a gap of
1.1, followed by Factor 8 (Qualified Personnel) with a gap of 1.09 and Factor 2
(Rigorous and Well-Defined Processes) with a gap of 0.82.

5.7.2 Gap critical versus practices in Level 4 and 5 companies
Figure 5.9 shows the gap between how critical the respondents in companies in Level

4 and 5 regard the factor is to the effectiveness of the firm’s sourcing strategy and the
degree to which the firm currently has implemented the following factor. The mean

score that was used to derive this chart can be referred to in Table 5.4.

Gap Analysis for Companies in Sourcing Level 4 & 5

Factor 1 Executive commitment to global
sourcing

Factor 2 Rigorous and well-defined

Factor 8 Qualified personnel
processes

Factor 7 Methodologies for measuring

X Factor 3 Availability of needed resources
savings

Factor 6 Structured approaches to
communication and relationship building
with suppliers

Factor 4 Integration through information
technology

Factor 5 Supportive organisational
design —@ Critical
=== Practices

Figure 5.9: Gap Analysis for Companies in Level 4 And 5
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Table 5.4: Mean for Sourcing Level 4 and 5

Factor Mean Mean Gap
Critical | Practices

Factor 1: Executive commitment to global sourcing 3.97 3.62 0.35
Factor 2: Rigorous and well-defined processes 4.2 3.57 0.63
Factor 3: Availability of needed resources 4.15 3.53 0.62
Factor 4: Integration through information technology 3.91 3.3 0.61
Factor 5: Supportive organisational design 3.65 3.37 0.28
Factor 6: Structured approaches to communication

and relationship building with suppliers 4.16 3.86 0.3
Factor 7: Methodologies for measuring savings 3.99 3.43 0.56
Factor 8: Qualified personnel 4.01 3.52 0.49

The largest gap is in Factor 2 (Rigorous and Well-Defined Processes) with a gap of
0.63, followed by Factor 3 (Availability of Needed Resources) with a gap of 0.62 and
Factor 4 (Integration through Information Technology) with a gap of 0.61.

Looking at the top three largest gaps in companies that are in Level 2 and 3, the gaps
are much greater than the gaps in companies that are in Level 4 and 5. The
implication of this is that Level 2 and 3 companies have yet to implement the factors
that they regard as critical in their implementation of the global sourcing strategy.
Both groups have Factor 2 (Rigorous and Well-Defined Processes) as one of the

largest gaps.

5.8 Comparison of how critical the two groups have rated the
factors

The reason the data was split into two groups is that there are differences between
firms that implement global sourcing (Level 4 and 5) and international purchasing
(Level 2 and 3) in terms of perceived critical success factors. According to Trent and
Monczka (2003a), firms that engage in global sourcing rate certain factors as more
critical to their sourcing efforts compared with firms that engage in international

purchasing.

This point is reflected here where the respondents in companies in Level 4 and 5 had
higher means for all of the factors that were considered as important in their
implementation of the global sourcing strategy compared to the companies in Level 2
and 3, except Factor 8 (Qualified Personnel) with a marginal gap of just 0.03 (refer
Figure 5.10).
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Gap Analysis Critical

Factor 1 Executive commitment to global
sourcing

Factor 8 Qualified personnel

Factor 7 Methodologies for measuring
savings

Factor 6 Structured approaches to
communication and relationship building
with suppliers

Factor 5 Supportive organisational
design

Figure 5.10: Gap Analysis Critical

Table 5.5: Mean Critical Sourcing Level 4&5 versus 2&3

Factor 2 Rigorous and well-defined

processes

Factor 3 Availability of needed resources

Factor 4 Integration through information

technology

=—® Level 4and 5
g | @vel 2 and 3

Factor Level Level Gap
4&5 2&3

Factor 1: Executive commitment to global sourcing 3.97 2.93 1.04
Factor 2: Rigorous and well-defined processes 4.20 3.71 0.49
Factor 3: Availability of needed resources 4.15 3.52 0.63
Factor 4: Integration through information technology 3.91 2.8 1.11
Factor 5: Supportive organisational design 3.65 2.87 0.78
Factor 6: Structured approaches to communication

and relationship building with suppliers 4.16 3.65 0.51
Factor 7: Methodologies for measuring savings 3.99 3.77 0.22
Factor 8: Qualified personnel 4.01 4.04 | -0.03

The highest critical factor rated by companies that are in Level 4&5 is Factor 2

(Rigorous and well-defined processes) with a mean of 4.2, followed by Factor 6

(Structured approaches to communication and relationship building with suppliers)

with a mean of 4.16 and Factor 3 (Availability of needed resources) with a mean of

4.15 (refer Table 5.5).

The highest critical factor rated by companies that are in Level 2&3 is Factor 8

(Qualified personnel) with a mean of 4.04, followed by Factor 7 (Methodologies for

measuring savings) with a mean of 3.77 and Factor 2 (Rigorous and well-defined

processes) with a mean of 3.71 (refer Table 5.5).
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Factor 2 (Rigorous and well-defined processes) were rated very highly by both

groups.

The largest gap is in Factor 4 (Integration through information technology) with a gap
of 1.11, followed by Factor 1 (Executive commitment to global sourcing) with a gap
of 1.04 and Factor 5 (Supportive organisational design) with a gap of 0.78 (refer
Table 5.5).

In terms of criticality, the factors in descending order for companies in Level 4&5 are

as below:

e Factor 2: Rigorous and well-defined processes

e Factor 6: Structured approaches to communication and relationship building
with suppliers

Factor 3: Availability of needed resources

Factor 8: Qualified personnel

Factor 7: Methodologies for measuring savings

Factor 1: Executive commitment to global sourcing

Factor 4: Integration through information technology

Factor 5: Supportive organisational design

In terms of criticality, the factors in descending order for companies in Level 2&3 are

as below:

e Factor 8: Qualified personnel

e Factor 7: Methodologies for measuring savings

e Factor 2: Rigorous and well-defined processes

e Factor 6: Structured approaches to communication and relationship building
with suppliers

e Factor 3: Availability of needed resources

e Factor 1: Executive commitment to global sourcing

e Factor 5: Supportive organisational design

e Factor 4: Integration through information technology

5.9 Comparison the extent of actual practices of the two
groups

The highest practices factor rated by companies that are in Level 4&5 is Factor 6

(Structured approaches to communication and relationship building with suppliers)

with a mean of 3.86, followed by Factor 1 (Executive commitment to global sourcing)

with a mean of 3.62 and Factor 2 (Rigorous and well-defined processes) with a mean

of 3.57 (refer Table 5.6).
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The highest practices factor rated by companies that are in Level 2&3 is Factor 6

(Structured approaches to communication and relationship building with suppliers)

with a mean of 3.33, followed by Factor 3 (Availability of needed resources) with a

mean of 3.02 and Factor 8 (Qualified Personnel) with a mean of 2.95 (refer Table

5.6).

Factor 8 Qualified personnel

Factor 7 Methodologies for measuring
savings

Factor 6 Structured approaches to
communication and relationship building

with suppliers

Gap Analysis Practices

Factor 1 Executive commitment to global
sourcing

Factor 5 Supportive organisational
design

Figure 5.11: Gap Analysis Practices

Table 5.6: Mean Practices Sourcing Level 4&5 versus 2&3

Factor 2 Rigorous and well-defined

processes

Factor 3 Availability of needed resources

Factor 4 Integration through information

technology

—® |level4and5
s | avel 2 and 3

Factor Level Level Gap
4&5 2&3

Factor 1: Executive commitment to global sourcing 3.62 2.77 0.85
Factor 2: Rigorous and well-defined processes 3.57 2.89 0.68
Factor 3: Availability of needed resources 3.53 3.02 0.51
Factor 4: Integration through information technology 3.30 2.49 0.81
Factor 5: Supportive organisational design 3.37 2.41 0.96
Factor 6: Structured approaches to communication

and relationship building with suppliers 3.86 3.33 0.53
Factor 7: Methodologies for measuring savings 3.43 2.67 0.76
Factor 8: Qualified personnel 3.52 2.95 0.57

Factor 6 (Structured approaches to communication and relationship building with

suppliers) was rated as the top factor by both groups.
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The largest gap is in Factor 5 (Supportive organisational design) with a gap of 0.96,

followed by Factor 1 (Executive commitment to global sourcing) with a gap of 0.85

and Factor 7 (Methodologies for measuring savings) with a gap of 0.76 (refer Table

5.6).

Companies in Level 4&5 practice global sourcing more extensively in all factors

compared to companies in Level 2&3. This is shown in Figure 5.11, where the mean

scores for Level 4&5 were all higher than the mean scores for Level 2&3 companies.

In terms of practices, the factors in descending order for companies in Level 4&5 are:

Factor 6: Structured approaches to communication and relationship building
with suppliers

Factor 1: Executive commitment to global sourcing

Factor 2: Rigorous and well-defined processes

Factor 3: Availability of needed resources

Factor 8: Qualified personnel

Factor 7: Methodologies for measuring savings

Factor 5: Supportive organisational design

Factor 4: Integration through information technology

In terms of practices, the factors in descending order for companies in Level 2&3 are:

Factor 6: Structured approaches to communication and relationship building
with suppliers

Factor 3: Availability of needed resources

Factor 8: Qualified personnel

Factor 2: Rigorous and well-defined processes

Factor 1. Executive commitment to global sourcing

Factor 7: Methodologies for measuring savings

Factor 4: Integration through information technology

Factor 5: Supportive organisational design
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From the practices ranking, both groups rated Factor 6 as the most broadly
implemented factor. The next four top factors rated most broadly implemented were
Factors 1, 2, 3 and 8. The least rated factors by both groups were Factors 7, 5 and 4.

In the development of the proposed framework, Factor 5 (Supportive organisational
design) is split into Factor 5(i) (Supportive organisational design) and Factor 5(ii)
(Foreign buying offices establishment and support) because through the survey
findings, the ranking of practices shown in Table 5.7 illustrates that after the split,
Factor 5(ii) in Level 2&3 falls last after Factor 4. This finding shows that companies
in the lower sourcing levels have least emphasis on this factor. Companies that are in
the higher sourcing levels recorded higher mean scores in terms of foreign buying
offices establishment and support (Factor 5ii) compared to companies in the lower
sourcing levels. According to Giunipero and Monczka (1990), companies “establish
foreign buying offices as a signal of increasing commitment to international
sourcing”. Hence, the establishment and support of foreign buying offices is

considered more relevant to companies in Level 4&5.

Table 5.7: Ranking Of Factors Before and After the Split of Factor 5

Level 4&5 Level 2&3
Ranking before split JRanking after split] Ranking before split| Ranking after split
Factor 6 Factor 6 Factor 6 Factor 6
Factor 1 Factor 1 Factor 3 Factor 3
Factor 2 Factor 2 Factor 8 Factor 8
Factor 3 Factor 3 Factor 2 Factor 2
Factor 8 Factor 8 Factor 1 Factor 1
Factor 7 Factor 7 Factor 7 Factor 7
Factor 5 Factor 5(i) Factor 4 Factor 5(i)
Factor 4 Factor 4 Factor 5 Factor 4
= Factor 5(ii)
Factor 5(ii)
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5.10 Identification of specific areas of gaps under each factor
for Level 2&3 companies

This section explains the detailed gap analysis under each factor for companies that
are in Level 2&3.

5.10.1 Factor 1 — Executive commitment to global sourcing
Companies in Level 2 and 3 rated Question (i), top management support and

commitment and Question (ii), executive steering committee to guide the process, as
being practiced more extensively compared to them being perceived as critical (refer
Figure 5.12).

The item rated highest as being critical under Factor 1 is Question (i), top
management support and commitment (refer Table 5.8). The item rated highest as
being implemented under Factor 1 is also Question (i), top management support and
commitment. The largest gap is for Question (v), global sourcing leaders make
strategy presentations to the executive committee and board of directors. The smallest
gaps are for Question (i), top management support and commitment and Question (ii),

executive steering committee to guide the process.

Factor 1 Executive commitment to global sourcing
Level 2& 3

(i) Top management support and
commitment

(v) Global sourcing leaders make strategy
presentations to the executive committee
and board of directors

(ii) Executive steering committee to guide
the process

(iv) Designated executive has the
authority to translate a global vision into
reality

(iii) Cross-functional leaders participate
on a global sourcing steering committee

—@— Critical
==l Practices

Figure 5.12: Gap Analysis for Companies in Level 2&3 - Factor 1
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Table 5.8: Mean all questions Level 2&3 — Factor 1

Factor 1 Mean Mean Gap
Critical | Practices

Q(i) Top management support and commitment 3.7 3.85 | -0.15

Q(ii) Executive steering committee to guide the process 2.25 2.41-0.15

Q(iii) Cross-functional leaders participate on a global

sourcing steering committee 2.4 22| 0.2

Q(iv) Designated executive has the authority to

translate a global vision into reality 3.3 30| 0.3

Q(v) Global sourcing leaders make strategy

presentations to the executive committee and board of

directors 3.0 24| 0.6

5.10.2 Factor 2 — Rigorous and well-defined processes
For all the questions under Factor 2, companies in Level 2 and 3 rated higher for the

items being critical compared to the extent that they are practiced (refer Figure 5.13).

The item rated highest as being critical under Factor 2 is for Question (v), foreign

supplier qualification methods defined (refer Table 5.9). The item rated highest as

being implemented under Factor 2 is for Question (v), foreign supplier qualification

methods defined. The largest gap is for Question (iii), “lessons learned” sessions are

conducted and findings are distributed. The smallest gap is for Question (iv), global

agreements are continuously reviewed.

Factor 2 Rigorous and well-defined processes
Level 2& 3

(i) Planning for global sourcing
5

v) Foreign supplier qualification methods
defined

(iv) Global agreements are continuously (iii) “Lessons learned” sessions are
reviewed conducted and findings are distributed

Figure 5.13: Gap Analysis for Companies in Level 2&3 — Factor 2

130

—® Critical

=== Practices

(ii) A well-defined process is in place




Table 5.9: Mean all questions Level 2&3 — Factor 2

Factor 2 Mean Mean Gap
Critical | Practices

Q(i) Planning for global sourcing 3.9 3.05| 0.85
Q(ii) A well-defined process is in place 3.55 275| 0.8
Q(iii) “Lessons learned” sessions are conducted and

findings are distributed 3.3 22| 11
Q(iv) Global agreements are continuously reviewed 3.45 2.8 | 0.65
Q(v) Foreign supplier qualification methods defined 4.35 3.65| 0.7

5.10.3 Factor 3 — Availability of needed resources
For all the questions under Factor 3, companies in Level 2 and 3 rated higher for the

items being critical compared to the extent that they are practiced (refer Figure 5.14).

The item rated highest as being critical under Factor 3 is for Question (ii), the process

involves individuals who have the ability to take a global sourcing perspective (refer

Table 5.10). The item rated highest as being implemented under Factor 3 is for

Question (ii), the process involves individuals who have the ability to take a global

sourcing perspective. The largest gap is for Question (iii), availability of required

information. The smallest gap is for Question (iv), availability of suppliers that are

interested in global contracts and have global capabilities.

Factor 3 Availability of needed resources

Level 2& 3

(i) Executives make critical resources
available to support global initiatives

(v) Obtaining expert assistance

(iv) Availability of suppliers that are
interested in global contracts and have
global capabilities

Figure 5.14: Gap Analysis for Companies in Level 2&3 — Factor 3
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Table 5.10: Mean all questions Level 2&3 — Factor 3

Factor 3 Mean Mean Gap
Critical | Practices

Q(i) Executives make critical resources available to

support global initiatives 3.65 3.2 | 0.45
Q(ii) The process involves individuals who have the

ability to take a global sourcing perspective 3.75 325| 05
Q(iit) Availability of required information 3.7 27| 1.0
Q(iv) Availability of suppliers that are interested in

global contracts and have global capabilities 3.3 3.15| 0.15
Q(v) Obtaining expert assistance 3.2 28| 04

5.10.4 Factor 4 — Integration through information technology
For all the questions under Factor 4, companies in Level 2 and 3 rated higher for the

items being critical compared to the extent that they are practiced (refer Figure 5.15).

The item rated highest as being critical under Factor 4 is for Question (iii), ability to

identify common requirements across buying units (refer Table 5.11). The item rated

highest as being implemented under Factor 4 is for Question (iii), ability to identify

common requirements across buying units. The largest gap is for Question (iii), ability

to identify common requirements across buying units. The smallest gap is for

Question (i), a companywide intranet provides access to information related to global

sourcing activities

Factor 4 Integration through information technology

Level 2& 3

(i) Data warehouses provide access to
required information on areal-time basis

(v) Compatible information systems with
suppliers

(iv) Common part coding system across
buying units

Figure 5.15: Gap Analysis for Companies in Level 2&3 — Factor 4
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Table 5.11: Mean all questions Level 2&3 — Factor 4

Factor 4 Mean Mean Gap
Critical | Practices

Q(i) Data warehouses provide access to required

information on a real-time basis 2.8 24| 04
Q(ii) A companywide intranet provides access to

information related to global sourcing activities 2.65 255| 0.1
Q(iii) Ability to identify common requirements across

buying units 3.45 295| 05
Q(iv) Common part coding system across buying units 2.95 2.75| 0.2
Q(v) Compatible information systems with suppliers 2.15 1.8] 0.35

5.10.5 Factor 5 - Supportive organisational design
For all the questions under Factor 5, companies in Level 2 and 3 rated higher for the

items being critical compared to the extent that they are practiced (refer Figure 5.16).
The item rated highest as being critical under Factor 5 is for Question (iii),
organisational design includes the separation of strategic and operational activities
(refer Table 5.12). The item rated highest as being implemented under Factor 5 is for
Question (i), use of cross-functional teams to develop global strategies. The largest
gap is for Question (iii), organisational design includes the separation of strategic and
operational activities. The smallest gap is for Question (iv), establishing foreign

buying offices.

Factor 5 Supportive organisational design
Level 2& 3

(i) Use of cross-functional teams to
develop global strategies

(v) Foreign buying offices support global
sourcing requirements

(ii) A formal executive steering committee
oversees the global sourcing process

(iii) Organisational design includes the
separation of strategic and operational
activities

(iv) Establishing foreign buying offices

=& Critical
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Figure 5.16: Gap Analysis for Companies in Level 2&3 — Factor 5
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Table 5.12: Mean all questions Level 2&3 — Factor 5

Factor 5 Mean Mean Gap
Critical | Practices

Q(i) Use of cross-functional teams to develop global

strategies 3.3 2.85 | 0.45
Q(ii) A formal executive steering committee oversees

the global sourcing process 2.6 2.05| 0.55
Q(iii) Organisational design includes the separation of

strategic and operational activities 3.45 2.7 0.75
Q(iv) Establishing foreign buying offices 2.5 2.35| 0.15
Q(v) Foreign buying offices support global sourcing

requirements 2.5 21| 04

5.10.6 Factor 6 — Structured approaches to communication and
relationship building with suppliers

For all the questions under Factor 6 except Question (v), companies in Level 2 and 3
rated higher for the items being critical compared to the extent that they are practiced
(refer Figure 5.17). Question (v), direct site visits to suppliers was rated equal in terms
of being critical and practiced (refer Table 5.13). The items rated highest as being
critical under Factor 6 are Question (iv), establishing long-term relationships with
suppliers and Question (v), direct site visits to suppliers. The item rated highest as
being implemented under Factor 6 is for Question (v), direct site visits to suppliers.
The largest gap is for Question (iv), establishing long-term relationships with

suppliers. The smallest gap is for Question (v), direct visit to suppliers.

Factor 6 Structured approaches to communication and relationship building with suppliers
Level 2& 3

(i) Advanced communication and
coordination tools are available
5

(ii) Project teams meet regularly to

(v) Direct site visits to suppliers coordinate efforts

(iv) Establishing long-term relationships (iii) Project teams regularly report
with suppliers progress to executive leaders
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Figure 5.17: Gap Analysis for Companies in Level 2&3 — Factor 6
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Table 5.13: Mean all questions Level 2&3 — Factor 6

Factor 6 Mean Mean Gap
Critical | Practices

Q(i) Advanced communication and coordination tools

are available 3.0 25| 05
Q(ii) Project teams meet regularly to coordinate efforts 3.3 2.95| 0.35
Q(iii) Project teams regularly report progress to

executive leaders 3.35 3.15| 0.2
Q(iv) Establishing long-term relationships with

suppliers 4.3 3.75| 0.55
Q(v) Direct site visits to suppliers 4.3 4.3 0

5.10.7 Factor 7 — Methodologies for measuring savings or

performance

For all the questions under Factor 7, companies in Level 2 and 3 rated higher for the

items being critical compared to the extent that they are practiced (refer Figure 5.18).

The item rated highest as being critical under Factor 7 is for Question (i), ability to

measure performance improvements or benefits from global sourcing (refer Table

5.14). The item rated highest as being implemented under Factor 7 is for Question (i),

ability to measure performance improvements or benefits from global sourcing. The

largest gap is for Question (v), measurement systems support the calculation of the

return on investment for individual projects. The smallest gap is for Question (ii),

global sourcing participants meet regularly with executive leaders to review savings.

Factor 7 Methodologies for measuring savings or performance

Level 2& 3

(i) Ability to measure performance
improvements or benefits from global
sourcing

(v) Measurement systems support the
calculation of the return on investment
for individual projects

(iv) Measurement systems support the

calculation of the impact sourcing

initiatives have on corporate financial
measures

Figure 5.18: Gap Analysis for Companies in Level 2&3 — Factor 7

135

savings

(iii) Measurement systems support the
calculation of companywide savings

(ii) Global sourcing participants meet
regularly with executive leaders to review

=—® Critical
=g Practices




Table 5.14: Mean all questions Level 2&3 — Factor 7

Factor 7 Mean Mean Gap
Critical | Practices

Q(i) Ability to measure performance improvements or

benefits from global sourcing 4.25 315 1.1
Q(ii) Global sourcing participants meet regularly with

executive leaders to review savings 3.45 275 0.7
Q(iii) Measurement systems support the calculation of

companywide savings 3.8 28| 1.0
Q(iv) Measurement systems support the calculation of

the impact sourcing initiatives have on corporate

financial measures 3.55 24| 1.15
Q(v) Measurement systems support the calculation of

the return on investment for individual projects 3.8 2.25| 1.55

5.10.8 Factor 8 — Qualified personnel

For all the questions under Factor 8, companies in Level 2 and 3 rated higher for the

items being critical compared to the extent that they are practiced (refer Figure 5.19).

The items rated highest as being critical under Factor 8 are Question (ii), developing

communication skills and Question (v), understanding global opportunities (refer

Table 5.15). The items rated highest as being implemented under Factor 8 are

Question (i), developing the skills unique to global sourcing, Question (ii), developing

communication skills and Question (iii), developing knowledge of exchange rates.

The largest gap is for Question (v), understanding global opportunities. The smallest

gap is for Question (iii), developing knowledge on exchange rates.

Factor 8 Qualified personnel
Level 2& 3

(i) Developing the skills unique to global
sourcing

(v) Understanding global opportunities

(iv) Developing knowledge on foreign
business practices

Figure 5.19: Gap Analysis for Companies in Level 2&3 — Factor 8
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Table 5.15: Mean all questions Level 2&3 — Factor 8

Factor 8 Mean Mean Gap
Critical | Practices

Q(i) Developing the skills unique to global sourcing 3.95 3.0| 0.95
Q(ii) Developing communication skills 4.3 30| 13
Q(iit) Developing knowledge on exchange rates 3.55 3.0 0.55
Q(iv) Developing knowledge on foreign business

practices 4.1 29| 1.2
Q(Vv) Understanding global opportunities 4.3 2.85| 1.45

5.11 Identification of specific areas of gaps under each factor

for Level 4&5 companies

This section explains the detailed gap analysis under each factor for companies that

are in Level 4&5.

5.11.1 Factor 1 - Executive commitment to global sourcing
For all the questions under Factor 1, companies in Level 4 and 5 rated higher for the

items being critical compared to the extent that they are practiced (refer Figure 5.20).

The item rated highest as being critical under Factor 2 is for Question (i), top

management support and commitment (refer Table 5.16). The item rated highest as

being implemented under Factor 2 is for Question (i), top management support and

commitment. The largest gap is for Question (iv), designated executive has the

authority to translate a global vision into reality. The smallest gap is for Question (iii),

cross-functional leaders participate on a global sourcing steering committee.

Factor 1 Executive commitment to global sourcing
Level 4&5

(i) Top management support and
commitment

(v) Global sourcing leaders make strategy
presentations to the executive committee
and board of directors

(iv) Designated executive has the
authority to translate a global vision into
reality

Figure 5.20: Gap Analysis for Companies in Level 4&5 — Factor 1
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(ii) Executive steering committee to guide
the process
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Table 5.16: Mean all questions Level 4&5 — Factor 1

Factor 1 Mean Mean Gap
Critical | Practices

Q(i) Top management support and commitment 4.6 415 | 0.45

Q(ii) Executive steering committee to guide the process 3.9 3.55| 0.35

Q(iii) Cross-functional leaders participate on a global

sourcing steering committee 3.5 3.35| 0.15

Q(iv) Designated executive has the authority to

translate a global vision into reality 4.25 3.75| 05

Q(v) Global sourcing leaders make strategy

presentations to the executive committee and board of

directors 3.6 33| 0.3

5.11.2 Factor 2 — Rigorous and well-defined processes
For all the questions under Factor 2, companies in Level 2 and 3 rated higher for the

items being critical compared to the extent that they are practiced (refer Figure 5.21).

The item rated highest as being critical under Factor 2 is for Question (i), planning for

global sourcing (refer Table 5.17). The item rated highest as being implemented under

Factor 2 is for Question (i), planning for global sourcing. The largest gap is for

Question (iii), “lessons learned” sessions are conducted and findings are distributed.

The smallest gap is for Question (i), planning for global so

Factor 2 Rigorous and well-defined processes
Level 4&5

(i) Planning for global sourcing
5

(v) Foreign supplier qualification methods
defined

(iv) Global agreements are continuously

urcing.

(ii) A well-defined process is in place

(iii) “Lessons learned” sessions are

reviewed conducted and findings are distributed

Figure 5.21: Gap Analysis for Companies in Level 4&5 — Factor 2
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Table 5.17: Mean all questions Level 4&5 — Factor 2

Factor 2 Mean Mean Gap
Critical | Practices

Q(i) Planning for global sourcing 4.45 4.2 | 0.25
Q(ii) A well-defined process is in place 4.25 3.8 0.45
Q(iii) “Lessons learned” sessions are conducted and

findings are distributed 3.5 245 | 1.05
Q(iv) Global agreements are continuously reviewed 4.4 35| 09
Q(v) Foreign supplier qualification methods defined 4.4 39| 05

5.11.3 Factor 3 — Availability of needed resources
For all the questions under Factor 3, companies in Level 4 and 5 rated higher for the

items being critical compared to the extent that they are practiced (refer Figure 5.22).
The item rated highest as being critical under Factor 3 is for Question (iii), availability
of required information (refer Table 5.18). The item rated highest as being
implemented under Factor 3 is for Question (ii), the process involves individuals who
have the ability to take a global sourcing perspective. The largest gap is for Question
(iii), availability of required information. The smallest gap is for Question (v),

obtaining expert assistance.

Factor 3 Availability of needed resources
Level 4&5

(i) Executives make critical resources
available to support global initiatives

(if) The process involves individuals who
have the ability to take a global sourcing
perspective

(v) Obtaining expert assistance

(iv) Availability of suppliers that are
interested in global contracts and have (iii) Availability of required information
global capabilities
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Figure 5.22: Gap Analysis for Companies in Level 4&5 — Factor 3

139



Table 5.18: Mean all questions Level 4&5 — Factor 3

Factor 3 Mean Mean Gap
Critical | Practices

Q(i) Executives make critical resources available to

support global initiatives 4.25 3.7| 0.55
Q(ii) The process involves individuals who have the

ability to take a global sourcing perspective 4.35 385| 05
Q(iit) Availability of required information 4.5 34| 1.1
Q(iv) Availability of suppliers that are interested in

global contracts and have global capabilities 3.95 3.1| 0.85
Q(v) Obtaining expert assistance 3.7 36| 0.1

5.11.4 Factor 4 - Integration through information technology
For all the questions under Factor 4 except Question (ii), companies in Level 4 and 5

rated higher for the items being critical compared to the extent that they are practiced
(refer Figure 5.23). Companies in Level 4 and 5 rated higher for Question (ii), a
companywide intranet provides access to information related to global sourcing
activities, as being practiced more extensively compared to them being perceived as
critical (refer Table 5.19). The item rated highest as being critical under Factor 4 is
Question (iii), ability to identify common requirements across buying units. The item
rated highest as being implemented under Factor 4 is Question (ii), a companywide
intranet provides access to information related to global sourcing activities. The
largest gap is for Question (iv), common part coding system across buying units. The
smallest gap is for Question (ii), a companywide intranet provides access to

information related to global sourcing activities.

Factor 4 Integration through information technology
Level 4 &5

(i) Data warehouses provide access to
required information on a real-time basis

(ii) A companywide intranet provides
access to information related to global
sourcing activities

(v) Compatible information systems with
suppliers

(iv) Common part coding system across (iii) Ability to identify common
buying units requirements across buying units
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Figure 5.23: Gap Analysis for Companies in Level 4&5 — Factor 4
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Table 5.19: Mean all questions Level 4&5 — Factor 4

Factor 4 Mean Mean Gap
Critical | Practices

Q(i) Data warehouses provide access to required

information on a real-time basis 4.0 355 | 0.45

Q(ii) A companywide intranet provides access to

information related to global sourcing activities 3.9 40| -0.1

Q(iii) Ability to identify common requirements across

buying units 4.35 35| 0.85

Q(iv) Common part coding system across buying units 3.95 2.85 1.1

Q(v) Compatible information systems with suppliers 3.35 26| 0.75

5.11.5 Factor 5 - Supportive organisational design
For all the questions under Factor 5 except Question (iv), companies in Level 4 and 5

rated higher for the items being critical compared to the extent that they are practiced
(refer Figure 5.24). Companies in Level 4 and 5 rated higher for Question (iv),
establishing foreign buying offices, as being practiced more extensively compared to
them being perceived as critical (refer Table 5.20). The item rated highest as being
critical under Factor 5 is for Question (i), use of cross-functional teams to develop
global strategies. The item rated highest as being implemented under Factor 5 is for
Question (iii), organisational design includes the separation of strategic and
operational activities. The largest gap is for Question (i), use of cross-functional teams
to develop global strategies. The smallest gap is for Question (iv), establishing foreign
buying offices.

Factor 5 Supportive organisational design
Level 4&5

(i) Use of cross-functional teams to
develop global strategies

(v) Foreign buying offices support global
sourcing requirements

(ii) A formal executive steering committee
oversees the global sourcing process

iii) Organisational design includes the
(iv) Establishing foreign buying offices separation of strategic and operational
activities
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Figure 5.24: Gap Analysis for Companies in Level 4&5 - Factor 5

141



Table 5.20: Mean all questions Level 4&5 — Factor 5

Factor 5 Mean Mean Gap
Critical | Practices

Q(i) Use of cross-functional teams to develop global

strategies 4.1 3.45| 0.65

Q(ii) A formal executive steering committee oversees the

global sourcing process 3.65 33| 0.35

Q(iii) Organisational design includes the separation of

strategic and operational activities 3.8 3.5 0.3

Q(iv) Establishing foreign buying offices 3.25 3.4 | -0.15

Q(v) Foreign buying offices support global sourcing

requirements 3.45 32| 0.25

5.11.6 Factor 6 — Structured approaches to communication and

relationship building with suppliers

For all the questions under Factor 6 except Question (i), companies in Level 4 and 5

rated higher for the items being critical compared to the extent that they are practiced

(refer Figure 5.25). Companies in Level 4 and 5 rated higher for Question (i),

advanced communication and coordination tools are available, as being practiced

more extensively compared to them being perceived as critical (refer Table 5.21). The

items rated highest as being critical under Factor 6 are Question (iv), establishing

long-term relationships with suppliers and Question (v), direct site visits to suppliers.

The item rated highest as being implemented under Factor 6 is for Question (v), direct

site visits to suppliers. The largest gap is for Question (iv), establishing long-term

relationships with suppliers. The smallest gap is for Question (i), advanced

communication and coordination tools are available.

Factor 6 Structured approaches to communication and relationship building with suppliers

Level 4&5

(i) Advanced communication and
coordination tools are available
5

(v) Direct site visits to suppliers

(iv) Establishing long-term relationships

(ii) Project teams meet regularly to

coordinate efforts

(iii) Project teams regularly report

with suppliers progress to executive leaders

Figure 5.25: Gap Analysis for Companies in Level 4&5 — Factor 6
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Table 5.21: Mean all questions Level 4&5 — Factor 6

Factor 6 Mean Mean Gap
Critical | Practices

Q(i) Advanced communication and coordination tools

are available 4.0 4.05 | -0.05
Q(ii) Project teams meet regularly to coordinate efforts 4.2 3.85| 0.35
Q(iii) Project teams regularly report progress to

executive leaders 3.9 36| 0.3
Q(iv) Establishing long-term relationships with

suppliers 4.35 3.7| 0.65
Q(v) Direct site visits to suppliers 4.35 41| 0.25

5.11.7 Factor 7 — Methodologies for measuring savings or

performance

For all the questions under Factor 7, companies in Level 4 and 5 rated higher for the

items being critical compared to the extent that they are practiced (refer Figure 5.26).

The item rated highest as being critical under Factor 7 is for Question (i), ability to

measure performance improvements or benefits from global sourcing (refer Table

5.22). The item rated highest as being implemented under Factor 7 is for Question (i),

ability to measure performance improvements or benefits from global sourcing. The

largest gap is for Question (v), measurement systems support the calculation of the

return on investment for individual projects. The smallest gap is for Question (ii),

global sourcing participants meet regularly with executive leaders to review savings.

Factor 7 Methodologies for measuring savings or performance
Level 4&5

(i) Ability to measure performance
improvements or benefits from global
sourcing

(v) Measurement systems support the
calculation of the return on investment
for individual projects

(iv) Measurement systems support the
calculation of the impact sourcing

(iii) Measurement systems support the

initiatives have on corporate financial calculation of companywide savings

measures

Figure 5.26: Gap Analysis for Companies in Level 4&5 — Factor 7
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(ii) Global sourcing participants meet
regularly with executive leaders to review
savings
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Table 5.22: Mean all questions Level 4&5 — Factor 7

Factor 7 Mean Mean Gap
Critical | Practices

Q(i) Ability to measure performance improvements or

benefits from global sourcing 4.5 3.8 0.7

Q(ii) Global sourcing participants meet regularly with

executive leaders to review savings 3.6 3.45| 0.15

Q(iii) Measurement systems support the calculation of

companywide savings 3.95 3.3| 0.65

Q(iv) Measurement systems support the calculation of the

impact sourcing initiatives have on corporate financial

measures 3.8 3.3 0.5

Q(v) Measurement systems support the calculation of the

return on investment for individual projects 4.1 3.3 0.8

5.11.8 Factor 8 — Qualified personnel

For all the questions under Factor 8 except Question (iii), companies in Level 4 and 5

rated higher for the items being critical compared to the extent that they are practiced

(refer Figure 5.27). Question (iii), developing knowledge on exchange rates was rated

equal in terms of being critical and practiced (refer Table 5.23). The item rated

highest as being critical under Factor 8 is for Question (v), understanding global

opportunities. The item rated highest as being implemented under Factor 6 is for

Question (ii), developing communication skills. The largest gap is for Question (iv),

developing knowledge on foreign business practices and Question (v), understanding

global opportunities. The smallest gap is for Question (iii), developing knowledge on

exchange rates.

Factor 8 Qualified personnel
Level 4&5

(i) Developing the skills unique to global
sourcing

(v) Understanding global opportunities

(iv) Developing knowledge on foreign
business practices

Figure 5.27: Gap Analysis for Companies in Level 4&5 — Factor 8

144

(iii) Developing knowledge on exchange
rates

(ii) Developing communication skills

—® Critical

== Practices




Table 5.23: Mean all questions Level 4&5 — Factor 8

Factor 8 Mean Mean Gap
Critical | Practices

Q(i) Developing the skills unique to global sourcing 4.1 36| 05
Q(ii) Developing communication skills 4.05 3.7| 0.35
Q(iit) Developing knowledge on exchange rates 3.4 3.4 0
Q(iv) Developing knowledge on foreign business

practices 4.1 33| 038
Q(Vv) Understanding global opportunities 4.4 36| 038

5.12 Similarities between the two groups from the gap
analysis
This section explains the similarities between the two groups, Level 2&3 and Level

4&5 companies, from the gap analysis.

Under Factor 1, both groups considered Question (i), top management support and
commitment, as most critical and most implemented. Under Factor 2, both groups
rated Question (iii), “lessons learned” sessions are conducted and findings are

distributed, as the largest gap.

Under Factor 3, both groups considered Question (ii), the process involves individuals
who have the ability to take a global sourcing perspective, as being most
implemented. Both groups also rated Question (iii), availability of required
information, as the largest gap by both groups. Under Factor 4, both groups
considered Question (iii), ability to identify common requirements across buying
units, as most critical. Both groups rated Question (ii), a companywide intranet

provides access to information related to global sourcing activities, as the smallest

gap.

Under Factor 5, both groups rated Question (iv), establishing foreign buying offices,
as the smallest gap. Under Factor 6, both groups considered Question (iv),
establishing long-term relationships with suppliers and Question (v), direct visits to
suppliers, as being most critical. Both groups also considered Question (v), direct
visits to suppliers, as being most implemented. Question (iv), establishing long-term

relationships with suppliers, was considered the largest gap by both groups.
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Under Factor 7, both groups considered Question (i), ability to measure performance
improvements or benefits from global sourcing, as most critical and most
implemented. Both groups also considered Question (v), measurement systems
support the calculation of the return on investment for individual projects, as the
largest gap. Both groups rated Question (ii), global sourcing participants meet
regularly with executive leaders to review savings, as the smallest gap. Factor 7 is the
only factor that both groups had scored the same for items in the highest critical

factor, most broadly implemented factor, largest gap and smallest gap.

Under Factor 8, both groups considered Question (v), understanding global
opportunities, as most critical. Both groups also considered Question (ii), developing
communication skills, as most implemented. Question (v), understanding global
opportunities, was considered the largest gap. Both groups rated Question (iii),

developing knowledge on exchange rates, as the smallest gap.

5.13 How to define a gap as significant?
A gap in this research represents the difference in rating between critical and

practices. To identify a gap as significant, the Wilcoxon test was used. The Wilcoxon
test is used when there are two samples of scores and the research seeks to identify
“whether the difference between sample averages is significant” (Kinnear and Gray,
2004). The Wilcoxon test was chosen because the survey data was tested using two
related samples (Level 2&3 and Level 4&5 and was nonparametric (there is no
specific assumptions about the population distribution). The decision to use the
Wilcoxon test was based on the flowchart showing the selection of suitable tests by
Kinnear and Gray (2004) (refer Appendix 10).

From the Wilcoxon test results, the lowest cut off point where the gaps were found to
be significant was for the gap scores that were more or equal to 0.4 (refer Appendix
11). For companies in Level 2&3, 55% of the questions had gap scores of more or
equal to 0.4 and was found to be significant. For companies in Level 4&5, 40% of the

questions had gap scores of more or equal to 0.4 and was found to be significant.
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In contrast, for companies in Level 2&3, 15% of the questions that have gap scores of
more than 0.4 were found to be not significant. For companies in Level 4&5, 17.5%
of the questions that have gap scores of more than 0.4 were found to be not

significant.

The findings from this test did not give a conclusive and clear cut result on the gap
score that is considered significant. However, the output from this test provided a gap

score that can be used to identify a gap as significant for guidance purposes.

5.14 Chapter summary
Previous studies have focused on how critical certain factors are to companies

implementing worldwide sourcing. Monczka and Giunipero (1984) and Trent and
Monczka (2005) have listed factors that are important in implementing a successful
worldwide sourcing strategy. Studies by Birou and Fawcett (1993); Rajagopal and
Bernard (1994) and Trent and Monczka (2003b) ranked how important the critical
success factors were in the implementation of worldwide sourcing. There were two
past studies that compared differences between companies that implemented
worldwide sourcing. Scully and Fawcett (1994) focused on the differences in terms of
size of the company, between small and large companies, whereas Trent and Monczka
(2003a) focused on the differences in terms of sourcing levels, between firms that

engage in global sourcing and international purchasing.

This research has formulated a similar approach to Trent and Monczka (2003a) in
looking at the differences in terms of how critical certain factors are to companies
implementing worldwide sourcing. Companies in Level 4&5 had higher means for the
majority of the factors that were considered as important in their implementation of
the worldwide sourcing strategy compared to the companies in Level 2&3. This
finding was coherent with the findings from the study by Trent and Monczka (2003a).
The least critical factors that were rated by both groups are the same as the three
largest gaps of the critical score of Level 4&5 versus Level 2&3 companies. This
finding shows that factors which were considered least critical were the factors that

were focused on less by the companies.
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Besides looking at the differences of how critical the factors are in companies
between the different sourcing levels, this study has also identified the differences of
the actual implementation of these companies. Companies in Level 4&5 practiced
global sourcing more extensively in all the factors compared to companies in Level
2&3. This finding shows that companies in the higher sourcing levels, which were
mostly large companies, practiced global sourcing more extensively. It was not the
purpose of this study to find the relationship between the size of company and the
selection of sourcing strategies, but the findings from this study supports the
observation made in the past, where companies that pursue global sourcing regard
their implementation as more extensive compared to companies that pursue
international purchasing. As 76.2% of the sample consisted of large companies, the
capabilities of these firms to master the critical success factors of global sourcing is
more apparent as these firms have more resources and capabilities to implement those
factors compared to small and medium companies. This finding is supported by
Akesson et al. (2007) where they found that the size of company influences sourcing
strategies. Trent and Monczka (2003) explained that larger firms would be more

likely to pursue global sourcing activities.

This study has also identified that there is a pattern in the sequence of factors that the
companies focus on most. The scores from both groups showed that emphasis on the
factors can be explained by their sourcing level. Both groups rated Factor 6
(Structured approaches to communication and relationship building with suppliers) as
the most broadly implemented practice. The next two factors that companies in Level
4&5 rated are Factor 1 (Executive commitment to global sourcing) and Factor 2
(Rigorous and well-defined processes). Companies in Level 4&5 which practice
global sourcing require more involvement and support from top management and a
well-defined process because of the complexity of the global sourcing process. Trent
and Monczka (2002) acknowledge that global sourcing and international purchasing
differs in terms of scope and complexity. The integration and coordination of sourcing

activities make global sourcing more complex compared to international purchasing.
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The next two factors rated by Level 4&5 companies following Factor 1 and 2 are
Factor 3 (Availability of needed resources) and Factor 8 (Qualified personnel). By
contrast, companies in Level 2&3 rated Factor 3 (Availability of needed resources)
and Factor 8 (Qualified personnel) as the most implemented after Factor 6, followed
by Factor 2 and Factor 1. Companies in Level 2&3 which practice international
purchasing would put more emphasis on building their resources and qualified
personnel because they are in the process of establishing their worldwide sourcing
process and strategy. Trent and Monczka (2003b) explained that Level 2 companies
engage in international purchasing as a reactive process to competition, whereas Level
3 companies engage in international purchasing as they have recognised the need to
properly define and execute a worldwide sourcing strategy.

The least broadly implemented factors in both groups are Factor 7 (Methodologies for
measuring savings), Factor 5 (Supportive organisational design) and Factor 4
(Integration through information technology). Even though these factors were rated as
not broadly implemented and least critical, these factors still need to be addressed.
What these findings have shown is that there is a sequence of factors that needs to be

addressed first before others.

This study has also identified the gaps between how critical companies rate the factors
and the extent of implementation through a gap analysis. Looking at the top three
largest gaps in companies that are in Level 2&3, the gaps are much greater than the
gaps in Level 4&5 companies. This finding suggests that companies in Level 2&3
have a lot more areas for improvement in order to achieve their desired sourcing level.
These gaps may be contributed to by the challenges that the companies face when
sourcing globally. Examples of the challenges that companies face when sourcing
globally include fluctuations in currency exchange rates, lack of knowledge on
foreign business practices, finding qualified foreign sources and logistics support for

longer supplier lines (Birou and Fawcett, 1993; Scully and Fawcett, 1994).
This chapter has presented the findings from the survey. The next chapter will discuss

the development of the framework using the input from literature review, case studies

and survey.
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6 Development and description of the framework

6.1 Introduction
This chapter will explain the need to develop the framework, the purpose and the

development process of the global sourcing framework. The framework was developed
based on the literature review, findings from the case studies and survey. The
framework consists of a conceptual model and the tools behind it. The description of the
framework will cover the process under each step in the conceptual model and the
development of the tools.

6.2 The identification of the need to develop a global sourcing
framework

As more and more studies create awareness of the critical success factors that are
important in implementing a global sourcing strategy, there is a need to develop a global
sourcing framework to help companies identify areas they can improve in terms of
implementation of the sourcing strategy. The identification of existing frameworks
throughout the literature revealed that there is little emphasis placed on the development
of a framework to improve the implementation of global sourcing. The proposed
framework was developed following the identification of the worldwide sourcing
assessment process suggested by Monczka and Trent (1992) to improve the execution
of worldwide sourcing (refer Figure 2.9). The worldwide sourcing assessment process
that was suggested by Monczka and Trent (1992) did not suggest details about how
companies can evaluate their global sourcing implementation. None of the frameworks
or models in literature has detailed methods to identify gaps between a company’s

requirements and their actual capabilities.

The framework that is proposed in this research is positioned under the “gap definition”
step of the Monczka and Trent (1992) study. This framework will suggest a detailed
process on how companies can identify the gaps and devise an action plan to reduce the
gaps. The proposed framework can be used as a tool to identify the gaps between the
company’s requirements to maintain or progress to a higher sourcing level and the

company’s current capabilities.
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However, the proposed framework is considered exploratory because the data used to
develop the framework was based on exploratory research data. The actual applicability
of the framework to work in companies was not tested. The feedback on the framework
was only obtained based on the views of the interviewees. Hence, it is important to note
that while this framework provides a foundation on how companies can improve their
sourcing strategy implementation the framework may need more in-depth study to
assess its applicability to different organisations.

6.3 The purpose of the framework
The proposed framework will be put forward to help companies identify areas to

improve their global sourcing strategy implementation. The application of this
framework is specifically for companies that are already sourcing globally. This
framework will help companies identify problem areas and opportunities for
improvement, which will then allow for better management of the global sourcing

process internally.

The purpose of the framework:

1. To assess the current sourcing level of companies (current state).

2. To provide guidance for companies to identify the areas for improvement in their
approach to global sourcing (gap analysis).

3. To help companies determine where they are and where they need to be in terms of
their sourcing strategy (future state).

4. To allow companies to identify their strengths, as well as pointing out the areas for

improvement.

Before using the framework, companies need to be aware that:

e This framework is only applicable to companies that are already involved in sourcing
globally, either implementing international purchasing or global sourcing.

e The critical success factor list is not in order of priority.
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The framework does not cover:

e The strategy development process.

e Companies in Level | (Domestic sourcing only).

e The decision to outsource or not.

e The supplier selection process.

e Decision of where to source from.

e Performance measurement.

e Factors that are not in a company’s control or jurisdiction such as political stability,

global economy and rate of change of technology.

6.4 The initial development process of the framework
A proposed framework has been devised as part of the deliverables of this research

project. The details of the framework have been developed based on the literature
review, case studies and survey findings. The initial ideas on the framework were

devised based on a brainstorming process with academics.

First, in order to identify the gaps in implementation, companies needed to identify at
which sourcing level they currently stand and determine whether they needed to
improve their current implementation. Following this, the definition of the sourcing
levels was compiled and the critical success factors which were identified in past

research were used as a starting point to identify a company’s current practices.

After companies have identified their need to improve their implementation, they will
then need to have an assessment tool to identify the gaps in their implementation. The
development of the tool to assess the gaps in implementation incorporated a lot of
details from the questionnaire for the survey in the data collection process. The tool
used critical success factors identified in past research, the gap analysis method used in
the analysis process of the survey and the leading practices score that was calculated
based on the responses from the survey. The assessment tool was thought to have a
more user-friendly interface and be accessible to users in a company if it was developed

in Microsoft Excel.
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The Microsoft Excel software is widely used and accessible to any users that have a
computer. The files can be emailed, printed and shared easily across a company. This
software was also chosen because of the ability to generate the radar charts for the gap

analysis.

The next process after the identification of gaps in implementation was data validation.
The data validation process is essential based on the observations from the survey data
where companies that state that they practice at a certain sourcing level, may not
practice at the stated level for all the critical success factors that were measured. In
addition, as the application of the assessment tool required the involvement of several
people, data validation was considered important in order to assure the consistency and
reliability of the data.

After the data validation process, companies then needed to have a method to identify
the specific areas to be improved and also to prioritise the plan of action. The survey
finding on the ranking of practices proved that there is a pattern in the sequence of
factors that the companies focused on most and needed to be addressed first before
others. This finding was used to develop a timeline guide in order to point out which
factors should be worked on first. Following this, companies should have a tool to
identify the specific areas under each factor that needed immediate attention. In order to
prioritise the different problem areas, an assessment matrix was developed. The
assessment matrix would prioritise the problem areas based on a few assessment

criteria.

The detailed description the framework and how the tools were developed are explained

further in the following sections.
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6.4.1 The description of the conceptual model
The framework consists of the conceptual model and the tools behind it. Figure 6.1

depicts the conceptual model.

STEP 1: Needs identification

- The company conducts an assessment

on their current sourcing level to
determine whether they need to
improve their sourcing strategy

|mplementat|on

STEP 4: Areas for
improvement

- The company focuses their
efforts on identifying the areas
that need improving and the
sequence of implementation.

Company X

STEP 2: Assessment tool
application

- The company carries out a
gap analysis of the leading
practices against their current
practice.

STEP 3: Data validation

- The company conducts an analysis on
the data to identify any outliers that can
affect the final output score.

Figure 6.1: Conceptual Model

The conceptual model consists of four steps. The model starts with Step 1 — Needs

Identification, followed by Step 2 — the Assessment Tool Application, Step 3 — Data

Validation and Step 4 — Areas for Improvement. Companies can repeat the cycle of

steps over and over again.
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6.5 Description of Step 1: Need identification

STEP 1: Needs identification

- The company conducts an assessment
on their current sourcing level to
determine whether they need to
improve their sourcing strategy
|mplementat|on

STEP 4: Areas for STEP 2: Assessment tool
improvement application

- The company focuses their - The company carries out a
efforts on identifying the areas gap analysis of the leading
that need improving and the Company X practices against their current
sequence of implementation. practice.

STEP 3: Data validation

- The company conducts an analysis on
the data to identify any outliers that can
affect the final output score.

Figure 6.2: Step 1 - Needs ldentification

The first step in the conceptual model is called Needs Identification (refer Figure 6.2).
The company conducts an assessment on their current sourcing level to determine
whether they need to improve their sourcing strategy implementation. The purpose of
this step is to identify if the company needs to assess their strategy implementation in
order to proceed to the next step. This step is carried out by the process owner of the

global sourcing strategy.

According to Monczka et al. (2008), a process owner is a person that assumes
ownership for conducting lessons learned sessions at the end of each sourcing initiative,
forwards the results to all global participants and works to secure the participation of
different functional groups when crafting global sourcing agreements. The process
owner is responsible for the performance of the sourcing strategy implementation and

has the authority to revise the strategy.
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Trent and Monczka (2005) explained that part of a company’s strategic planning
process should include determining an appropriate sourcing level. Hence, in this
framework, before the process owner assesses the company’s sourcing strategy
implementation, the process owner should first determine the appropriate sourcing level
at which the company wants to operate.

The input to this step is the background information of the company. The background
information is provided by the process owner. The tool that is used is the set of
questions to identify the company’s current sourcing level. The outputs from this step:
(1) the process owner has identified their current sourcing level of the company

(2) the process owner has identified that the company needs to assess their strategy

implementation.

6.5.1 The process in Step 1
The assessment of the company’s current sourcing level is done through a

questionnaire. First, the process owner identifies the company’s current sourcing level

according to the generic description of each level. The categorisation levels are:

e Level 1 (engage in domestic purchasing only)

e Level 2 (engage in international purchasing as needed)

e Level 3 (engage in international purchasing as part of sourcing strategy)

e Level 4 (engage in the integration and coordination of global sourcing strategies
across worldwide locations)

e Level 5 (engage in the integration and coordination of global sourcing strategies with

other functional groups).

For this step, the process owner would start off with using Tool 1.1: Questions to

identify the company’s sourcing level (refer Table 6.1).
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Table 6.1: Identification of the Overall Sourcing Level (Section 1 of Tool 1.1)

IDENTIFICATION OF THE OVERALL SOURCING LEVEL (TOOL 1.1)

Instructions:

1. Identify the company's current sourcing level according to the generic description of each
level.

2. If company not in Level 1, proceed to Section (2) to identify the company’s current sourcing
level according to each global sourcing practice.

SECTION (1) - OVERALL SOURCING LEVEL (please tick one box only):

[] Level 1: Engage in domestic purchasing only

* No direct worldwide purchasing as there is no need to buy internationally, lack expertise to buy
internationally.

* Purchase from domestic suppliers or distributors that are involved in worldwide sourcing.

[] Level 2: Engage in international purchasing as-needed
* Progress to this level when the company is confronted with a requirement such as no suitable
domestic supplier exists, emergence of worldwide competitors or if there is a supply disruption.

[] Level 3: International purchasing as part of sourcing strategy

* Progress to this level as the company recognises that lower purchase prices and other performance
improvements may result from worldwide sourcing.

* Procurement strategies are not well coordinated across worldwide buying locations, operating
centres or business units.

[] Level 4: Integration and coordination of global sourcing strategies across worldwide
locations

* At this level, the company integrates and coordinates material and service requirements, usually
through central coordination, across worldwide divisions or business unit locations.

[] Level 5: Integration and coordination of global sourcing strategies with other functional
groups

* At this level, the company proactively integrates and coordinates common items, processes,
designs, technologies and suppliers across worldwide purchasing centres and with other functional
groups, particularly engineering, operations and marketing.

In the next section of the tool, if the process owner has identified that the company is
not in Level 1, the process owner then identifies the company’s current sourcing level
for all eight of the global sourcing practices. For this step, the process owner is still
using Tool 1.1: Questions to identify the company’s sourcing level for the global
sourcing practices. Refer Table 6.2 for the sample of this section. The whole document

can be referred to in Appendix 12.
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Table 6.2: Identification of the Overall Sourcing Level (Section 2 Sample of Tool 1.1)

SECTION (2) -GLOBAL SOURCING PRACTICES FOR EACH LEVEL

(please tick only one box in each practice):

Q) Level 2: Limited | Level 3: Top Level 4: There Level 5: Cross-
Executive commitment to management are designated functional leaders
commitment | purchase support of executive leaders | participate on a
to global internationally. international appointed to global sourcing
sourcing purchasing coordinate global | steering committee
emerges. sourcing efforts. | to coordinate
global sourcing
efforts.
[ [ [ [
(2 Level 2: Level 3: Level 4: A Level 5: A well-
Rigorous Informal Decentralised common global defined process is
and well- international international sourcing process | in place that
defined purchasing purchasing exists across requires global
process process exists. process exists, worldwide participants to
where different locations. establish goals,
groups use their meet milestones
own tailored and report progress
process. to executive
leaders.
[] [] [] []
3 Level 2: Limited | Level 3: Level 4: Trade- Level 5:
Availability | resources are Resources can offs are made on Executive leaders
of needed allocated for be made resources between | make critical
resources international available should | worldwide resources (such as
purchasing a new locations. budgets and
activities. opportunity personnel)
arises. available to
support global
initiatives.
[] [] [] []
4) Level 2: Limited | Level 3: Some | Level 4: An Level 5: A fully
Integration | need for form of integrated integrated
through integration information information information
information | through system exists to | system has been system links
technology | technology. facilitate established to sourcing activities
exchanges of facilitate global with other
information. sourcing functional groups
initiatives. (new product
development,
engineering,
operations,
marketing) from
worldwide
locations.
L] L] L] L]
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According to the answers in Tool 1.1, the process owner assesses whether the current
sourcing level and current sourcing practices are aligned with company strategy. If there
is a gap, then the process owner can proceed to the next step.

6.5.2 Development of tool in Step 1
This section explains how Tool 1.1: Questions to identify the company’s sourcing level

was developed. The questions in this tool are similar to the questions used in the
questionnaire that was used to collect data through survey. Some amendments were
made in terms of layout and the description on each of the sourcing levels in general.
Section (1), the five sourcing levels are taken from the study by Trent and Monczka
(2003b). The explanation for each level was taken from the study by Trent and
Monczka (2002).

In section (2), the seven characteristics of global sourcing excellence were derived from
Trent and Monczka (2005) and adding on another factor that was regarded as important
in the literature (qualified personnel). The descriptions under each factor correspond to
each of the sourcing levels, Level II, I1I, IV and V. Level I (engage in domestic
purchasing only) was not included in this set of questions because the focus of the
research is for companies that source globally. The descriptions under each factor for
Level VV were derived from Trent and Monczka (2005). The descriptions for the rest of
levels were developed by the researcher’s understanding on the differences between the

levels for each factor from the literature.
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6.6 Description of Step 2: Assessment tool application

STEP 1: Needs identification

- The company conducts an assessment
on their current sourcing level to
determine whether they need to
improve their sourcing strategy
implementation.

STEP 4: Areas for STEP 2: Assessment tool
improvement application

- The company focuses their - The company carries out a
efforts on identifying the areas gap analysis of the leading
that need improving and the Company X practices against their current
sequence of implementation. practice.

STEP 3: Data validation

- The company conducts an analysis on
the data to identify any outliers that can
affect the final output score.

Figure 6.3: Step 2 - Assessment Tool Application

The second step in the conceptual model is called Assessment Tool Application (refer
Figure 6.3). The company carries out a gap analysis of the leading practice against their
current practice. The purpose of this step is to identify gaps in the sourcing strategy
implementation. This step is carried out by the process owner of the global sourcing
strategy and employees that have insight into company-wide sourcing strategies.
Potential candidates include purchasing managers, supply chain management managers,
sourcing team members/leaders, executive steering committee members and those who
are closely involved with global sourcing such as logistics representatives. The input to
this step is the knowledge of employees on the company’s current sourcing
implementation. The tool that is used is the questionnaire and Master Excel Sheet. The
outputs from this step are (1) completed questionnaires (2) input all answers in Master

Excel Sheet (3) gap analysis charts.
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6.6.1 The process in Step 2
(1) The process owner identifies survey respondents (maximum 10 people).

(2) The process owner distributes the questionnaire either through email or hardcopy of
Tool 2.1 — Global sourcing practices questionnaire (refer Table 6.3 for the sample). The

whole questionnaire can be referred to in Appendix 13.

Table 6.3: Global Sourcing Practices Questionnaire Sample (Tool 2.1)

GLOBAL SOURCING PRACTICES QUESTIONNAIRE (TOOL 2.1)
Instruction: Please read each item carefully, and then circle the answer that best represents your
opinion.
Please indicate the degree to
1. Executive commitment to global sourcing which your firm currently has
implemented the following
practices.
Not Broadly
Implemented Implemented
(i) Top management support and commitment to source 1 2 3 4 5
worldwide
(ii) An executive steering committee to guide the process 1 2 3 4 5
(iii) Cross-functional leaders participate on a global sourcing
steering committee or council 1 2 3 4 5
(iv) A designated executive has the authority to translate a
global vision into reality 1 2 3 4 5
(v) Global sourcing leaders make strategy presentations to the
executive committee and to the board of directors 1 2 3 4 5

(3) The respondents answer the questionnaire. For this step, the survey respondents
would be using Tool 2.1 — Global sourcing practices questionnaire.

(4) Questionnaires are collected by the process owner.

(5) The process owner would then administer the process of entering the answers from
the questionnaire into the Master Excel Sheet. For this step, Tool 2.2 — Master Excel
Sheet will be used. In the Start Page (refer Figure 6.4), the process owner identifies the
company’s current sourcing level by clicking in of the boxes. Next the process owner

can move to the data sheet by clicking on the Input Data button on the Start Page.
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Figure 6.4: Tool 2.2 — Master Excel Sheet (Start Page)

In the Data Sheet page, the process owner will need to fill in the answers from the
questionnaires that have been collected by the survey respondents (refer Figure 6.5).
The researcher limited the amount of respondents to a maximum of 10 survey
respondents because including more than 10 people would make the execution of the
framework difficult for the next step in the framework where the process owner and the
team need to come together to discuss the gaps that have been identified. After the data
sheet has been completed, the process owner can generate the gap analysis charts by

clicking the Generate Chart button (refer Figure 6.6).
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Figure 6.6: Master Excel Sheet (Data Sheet — Bottom Section of Tool 2.2)
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(6) The process owner generates the gap analysis charts in the Master Excel Sheet and

identifies any gaps. Figure 6.7 depicts an example of a gap analysis.

Figure 6.7 shows the eight practices that were identified to be critical in the
implementation of the global sourcing strategy. The ranking of each practice is done
through the questionnaire in the previous step. The company’s current practices are
plotted on the map (dotted lines). The map also has ranks of the leading practices of the
global sourcing strategy from the data collected through survey for this research
(straight lines). After all the practices are plotted, the gaps can be identified. In this
example, one gap is in supportive organisational design and has been highlighted with a
circle. This method helps visualise the gaps of areas which the company can improve in
order to achieve the desired sourcing level.
EXAMPLE OF A GAP ANALYSIS
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Figure 6.7: Example of
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Figure 6.8 shows the Overall Gap Analysis that is generated in the Master Excel Sheet.
In this Overall Gap Analysis, the focus is on the eight critical success factors. At this
stage, being able to identify which factor needs attention is the focal point before the
identification of the specific problem areas under each factor.
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Figure 6.8: Master Excel Sheet (Overall Gap Analysis)

Other than looking at the gaps with an overall view of the eight factors, the gaps can
also be viewed in a more detailed analysis under each factor. The Master Excel Sheet
has been designed for the users to not only look at the overall gap analysis, but also at
the detailed gaps under each factor. This can be done by clicking on the Detail Chart
buttons next to each factor (refer Figure 6.8). In addition, on this Overall Gap Analysis
page, users can also go back to make changes if necessary in the Data Sheet or Start

page by clicking on the respective buttons on the top left of the page.
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Figure 6.9 shows an example of the detailed gap analysis chart, in this case, for Factor 1
(Executive commitment to global sourcing). The detailed gap analysis looks at the
specific practices under each factor. Here, users are able to pinpoint which specific
practices that need to be dealt with from looking at the gaps. Again, the company scores

are depicted with dotted lines and the leading practices scores with straight lines.
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Figure 6.9: Master Excel Sheet (Gap Analysis for Factor 1)

In this page, users can quickly go back and forth from the detailed factor gap analysis
chart to the Overall Gap Analysis page by clicking on the Back to overall chart button,
such as depicted on the bottom left of Figure 6.9.
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6.6.2 Development of tool in Step 2
This section explains how the tools in Step 2 were developed. The first tool, Tool 2.1:

Global sourcing practices questionnaire was developed using the same questions in the
questionnaire that were used to collect data through survey. Tool 2.1 focuses on the
eight critical success factors of implementing international purchasing and global
sourcing strategy. The seven characteristics of global sourcing excellence were derived
from Trent and Monczka (2005) and another factor that was regarded as important in
the literature was added (qualified personnel). The eight categories of critical success
factors are:

1. Executive commitment to global sourcing
Rigorous and well-defined processes
Availability of needed resources
Integration through information technology

Supportive organisational design

o o~ w D

Structured approaches to communication and relationship building with
suppliers
7. Methodologies for measuring savings and performance

8. Qualified personnel

Under each category of critical success factor, there are five sub factors. Five factors
that best explain each category were chosen to be included in the questionnaire. The
rationale for choosing which sub factors to be included in the questionnaire:
1. Factors that have the most references in each category.
2. Factors from the study by Trent and Monczka (2005) were included since the
study had a comprehensive view, where the data collected were based on site

visits and quantitative data (survey).
These items are measured using a five-point Likert Scale. The scale requests

respondents to rate the degree to which they perceive the items have been implemented

in their firm. The rating scale used is 1=Not Implemented and 5=Broadly Implemented.
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The second tool, Tool 2.2: Master Excel Sheet was developed in Microsoft Excel. There
are three calculations that are important to produce the gap analysis charts, the company
practices scores in the overall gap analysis chart, the leading practices scores in the
overall gap analysis chart and the leading practices scores in the detailed gap analysis
chart for each factor.

The first calculation is for company practices scores in the overall gap analysis chart.
For each factor, the calculation required is a cumulative mean of all the answers from all
the respondents. First, the mean for the answers for each sub factor is calculated. Then

the cumulative mean is calculated from the mean of all the sub factors under the factor.

The second calculation is for leading practices scores in the overall gap analysis chart.

There were a few options that were considered in choosing the score:

1. using the score of 5 — This method was not chosen because it’s too simplistic and
the data that have been collected are not fully utilised for the purpose of this
analysis.

2. using the mean score of all Level V companies. This method was not chosen
because according to the survey finding, even though generally they are at level 5,
this is not the case for every critical success factor.

3. using the mean score of companies that rated 4 and above for critical and broadly
implemented (refer Figure 6.10). This method was chosen using data collected
through survey. The rational to this method is taking the mean score of companies
that are leading in each factor. Through the survey findings, one company may not
be leading in every factor. This finding has influenced the selection by taking the

score of a group of companies that are leading in every factor.
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Figure 6.10: Mean of 40 companies for Factor 1

Hence, in order to calculate the leading practices scores, first calculate the mean score
of sub factors under each factor for each company. An example of the mean scores of
sub factors under Factor 1 for each company is plotted on a scatter chart in Figure 6.10.
The red line on the top right corner of the scatter chart shows the companies that are
considered leading in practice for Factor 1, where these companies rated 4 and above

for both critical and broadly implemented.

Calculate the mean of the practices score from companies that rated 4 and above for
critical and broadly implemented for each factor to get the leading practices score. The
calculation is as below:

Leading practices score for Factor 1 = Total practices score  =39.8 =4.42
No of selected companies 9

The leading practices scores for Factor 2 to 8 can be referred to in Appendix 14. These

leading practices scores are used to generate the Radar Chart for the gap analysis.
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The weakness of using this method is that it is only based on a certain population at a
certain point in time. The companies that have taken part in the survey will evolve
overtime and the scores will change as time progresses. The way to overcome this
weakness is to have the leading practices score updated in a database. Any company
that participates in the framework will have their scores updated in the database and also
have their scores benchmarked against the other companies who have participated. This
will ensure that the scores are robust and stand the test of time.

The third calculation is for the leading practices score in the detailed gap analysis chart
for each factor. This score is calculated through the mean score of companies that rated
4 and above for critical and broadly implemented for each sub factor.

Through Microsoft Excel, the gap analysis charts are generated through the Radar Chart
function. The Master Excel Sheet was developed with buttons that have macros to

automatically bring users back and forth to different sections in the Master Excel Sheet.

6.7 Description of Step 3: Data validation

STEP 1: Needs identification

- The company conducts an assessment
on their current sourcing level to
determine whether they need to
improve their sourcing strategy
|mplementat|on

STEP 4: Areas for STEP 2: Assessment tool
improvement application

- The company focuses their - The company carries out a
efforts on identifying the areas gap analysis of the leading
that need improving and the Company X practices against their current
sequence of implementation. practice.

STEP 3: Data validation

- The company conducts an analysis on
the data to identify any outliers that can
affect the final output score.

Figure 6.11: Step 3 - Data validation
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The third step in the conceptual model is called Data Validation (refer Figure 6.11). The
company validates the data that were collected in Step 2. The purpose of this step is to
validate the data from any outliers that can influence the final output score.

What is an outlier? An outlier is an extreme score. An example of a scenario where an
outlier exists is when a company that is in Level V rated an extreme score of 1 for the
factors which are considered critical in their global sourcing strategy implementation.

The global sourcing practices questionnaire is answered individually so the answers are
based on one person’s perception of the company’s current situation. The framework
involves the responses of more than one person, hence there needs to be a discussion to
decide on the overall score for the company.

This step is facilitated by the process owner of the global sourcing strategy and
employees that participated in the previous step. The input to this step is the answers
from the questionnaire in the Master Excel Sheet and gap analysis charts. The tool that
is used is the Master Excel Sheet. The outputs from this step are (1) finalised answers in

the Master Excel Sheet and (2) finalised gap analysis charts.

6.7.1 The process in Step 3
Using the Master Excel Sheet and gap analysis charts, the process owner and employees

discuss if there are any outliers. The tool that is used here is Tool 2.2 — Master Excel
Sheet. The answers are then updated if necessary, by the process owner, and the
finalised charts are produced. The tool that is used here is also Tool 2.2 — Master Excel
Sheet.
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6.8 Description of Step 4: Areas for improvement

STEP 1: Needs identification

- The company conducts an assessment

on their current sourcing level to
determine whether they need to
improve their sourcing strategy

|mplementat|on

STEP 4: Areas for
improvement

- The company focuses their
efforts on identifying the areas
that need improving and the
sequence of implementation.

Company X

STEP 2: Assessment tool
application

- The company carries out a
gap analysis of the leading
practices against their current
practice.

STEP 3: Data validation

- The company conducts an analysis on
the data to identify any outliers that can
affect the final output score.

Figure 6.12: Step 4 - Areas for Improvement

The fourth step in the conceptual model is called Areas for Improvement (refer Figure
6.12). The company focuses their efforts on identifying the areas that need improving
and the sequence of implementation. The purpose of this step is to identify areas for
improvement and determine the sequence of implementation. This step is carried out by
the process owner of the global sourcing strategy and employees that participated in the
previous steps. The input to this step is the Master Excel Sheet and finalised gap
analysis charts. The tool that is used is the Timeline Guide and Assessment Matrix. The

outputs from this step are (1) prioritised list of the action plan and (2) recommend the

action plan to top management for approval.
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6.8.1 The process in Step 4
The team discusses the gaps and identify specific areas for improvement. The team

takes into account the sourcing level that the company wants to operate. The discussion
will be focused on aligning the sourcing strategy with the corporate strategy. The
sourcing strategy should fit the requirements of the company’s corporate strategy, as the
higher the sourcing level, the more resources will be tied down to support the sourcing
strategy. The team then compiles a list of areas that they need to improve. The tool that

is used here is Tool 2.2 — Master Excel Sheet.

The team then prioritises the list of areas that they need to improve. The tool that is used
here is Tool 4.1 — Timeline Guide and Tool 4.2 — Assessment Matrix.

6.8.2 Development of tool in Step 4
This section explains how the tools in Step 4 were developed. The first tool, Tool 4.1:

Timeline Guide was developed from the survey finding, using the ranking score of

practices that were broadly implemented (refer Table 6.4).

The timeline guide is divided into four stages, planning, beginning, expansion and
mature stage of implementation (extensive activities in sourcing). Both groups of
companies, lower levels (Level Il and I11) and higher levels (Level 1V and V) ranked
Factor 6 as the most broadly implemented. Factor 6 is implemented from the start, all
the way through to the mature stage of implementation. This is because it is important
for the company to communicate activities throughout the whole company from
commencement and as the company move along the stages, and being more mature, the

company would develop long term relationship building with suppliers.
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Table 6.4: Timeline Guide (Tool 4.1)

TIMELINE GUIDE (Tool 4.1)
Planning Beginning stage of Expansion stage of Mature stage of
implementation implementation implementation
>
Factor 6: Structured approaches to communication & relationship building with suppliers
—
—
Factor 1: —
Executive —
commitment Factor 3. Factor 7:
to global Availability of Methodologies Factor 4: Integration
sourcing needed for measuring through information
resources savings technology
Factor 2:
Rigorous and Factor 8: Factor 5i: Factor 5ii: Foreign
well-defined Qualified Supportive buying offices
processes personnel organisational establishment and
design support

Following Factor 6, the next top 4 factors that were rated in both groups of companies
were Factors 1, 2, 3 and 8. In the planning stage, the company would have vision and
direction from its top level, then there would be the planning process, followed by
allocating resources and having qualified people in place in the beginning stage. The
sequence of this timeline is supported by case studies findings where the top factors that

were rated as important were Factors 1, 2, 6 and 8.

This is followed by Factors 7, 5 and 4. In the expansion stage, the company should
focus on methodologies for measuring savings (Factor 7) and supportive organisational
design (Factor 5i), where there are cross functional teams, a formal executive steering
committee oversees the process and the organisational design includes the separation of

strategic and operational activities.
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In the mature stage, this is then followed by integration through information technology
(Factor 4) and foreign buying offices (Factor 5ii). In terms of integration through
information technology, companies in the mature stage would integrate with the
suppliers with whom they have had a long term relationship. In terms of foreign buying
offices, from the survey findings, the lower level companies rated this factor low as

these companies did not broadly implement this factor.

The second tool, Tool 4.2: Assessment Matrix was developed in Microsoft Word and
Excel (refer to Table 6.5 for the sample). The full document of the Assessment Matrix
can be referred to in Appendix 15. The purpose of developing the assessment matrix is
to have a plan of action by prioritising the list of areas that needs to be improved
according to cost, ease of implementation and which are business critical. Priority is
given to the lower scored activities. However, if there is an activity that is business

critical, it can be prioritised even though it scored as high or hard to implement.
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Table 6.5: Assessment Matrix Sample (Tool 4.2)

ASSESSMENT MATRIX (TOOL 4.2)

Instructions:
(1) Please assess the following factors using the scores below:

0 1 2 3
Low cost Moderately cost High cost
Not relevant Easy to implement | Moderately easy to | Hard to implement
implement
Business critical Moderately critical | Not business
critical

(2) Add up the score for total per activity to get a subtotal for each factor.
Decision criteria: Give priority on the lower scored activities. However, if there is an activity that is
business critical, it can be prioritised even though it is scored as high cost or hard to implement.

Factors Factor 1 Factor 2
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Cost to implement
Ease to implement
Business critical
Total per activity
SUBTOTAL

The last action at this stage is to recommend the action plan for top management
approval. The company can then repeat the whole process to reassess their current

position and further improve their implementation of the global sourcing strategy.
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6.9 Chapter summary
This chapter has explained the purpose and the development process of the global

sourcing framework. The global sourcing strategy implementation framework consists
of a four step conceptual model and the tools behind it. This framework seeks to help
companies gain a comprehensive view of their sourcing strategy implementation. This
framework was refined through a feedback process that will be discussed in the next
chapter. Table 6.6 summarises the purpose of each step and the tools that were
developed for each step in the conceptual model.

Table 6.6: The List of Tools That Were Developed For Each Step

Step Purpose Tools developed under each step
Step 1: e Identify the company’s e Tool 1.1 — Identification of the
Needs current sourcing level overall sourcing level
identification
Step 2: o Identify gaps in the e Tool 2.1 — Global sourcing
Assessment tool | sourcing strategy practices questionnaire
application implementation. e Tool 2.2 — Master Excel Sheet
Step 3: e Validate the data fromany | e Tool 2.1 — Global sourcing
Data validation outliers that can influence practices questionnaire

the final output score.
Step 4: e |dentify areas for e Tool 4.1 — Timeline guide
Areas for improvement and determine | e Tool 4.2 — Assessment matrix
improvement the sequence of

implementation.
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7 Feedback on the framework

7.1 Introduction
This chapter will explain the feedback process of the framework developed in the

previous chapter and the results from the feedback process. From the results of the

feedback, the framework was refined and presented at the end of this chapter.

The objectives of obtaining feedback on the framework were:

1. To determine the applicability and reliability of the framework to work in real
life situations.

2. To obtain response on the strengths, weaknesses and limitations of the
framework.

3. To confirm that the framework meets the purpose of its development.

4. To determine improvements and changes which could be made on the

framework.

7.2 The feedback process
The feedback process was initially planned to be conducted through a workshop, but

it was found to be difficult to arrange such a meeting. Hence, instead of conducting a
workshop, a one-to-one semi-structured interview method was chosen to conduct the
feedback process of the framework. The three types of interviews considered in this
research were structured, semi-structured and unstructured interviews. The semi-
structured interview method was chosen because it gave the researcher the flexibility
to ask additional related questions in order to obtain the feedback on the feasibility,
usability and usefulness of the framework if it were implemented in their company.
The characteristics of a semi-structured interview were explained by Robson (2002)
and these characteristics influenced the researcher’s choice. The semi-structured
interview has predetermined questions, the order of the questions can be modified
based upon the interviewer’s perception, question wording can be changed,
explanations to the questions can be given, particular questions which seem
inappropriate for a particular interviewee can be omitted or additional ones can be
included (Robson, 2002).
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An interview request to obtain feedback on the framework was conducted via email to
the participants that have provided contact details during the survey and case studies
data collection phase of this research. Interviews were then scheduled through email

and telephone with those that conveyed interest to participate.

The feedback process was conducted through one-to-one semi-structured interviews
with seven participants. From the seven participants, five of them were from industry
and hold a position as a manager or director in their respective company. These five
participants were among the participants that took part in the data collection process
earlier, either through survey or case study. The participants had been exposed to this
research before the interview was conducted which reduced the time needed to
explain the whole research in-depth as they were already familiar with the research.
The other two participants were academics specialising in supply chain and

manufacturing operations.

Refer to Table 7.1 for the list of participants, the description of the company they
work for (industrialists) or the area they specialise in (academics) and their
designations. The participants from industry and academics were given names that
will be used in this chapter to discuss the feedback findings. Participants from
industry were named V1, V2, V3, V4 and V5 and the academics were named VAL
and VA2.

Table 7.1: Feedback Participants

Participant Description Designation

Company V1 Packaging distributor Sales Manager

Company V2 Motorcycle manufacturing company General Manager

Company V3 Global power systems company Supplier Development &

Technical Manager

Company V4 Advanced technology company Trade Development
(Defence sector) Director

Company V5 Global automotive experience, building | Quality Director
efficiency and power solutions company

Academic VAL | Logistics and supply chain management | Lecturer

Academic VA2 | Manufacturing operations Lecturer
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The interviews were recorded and the duration of the interviews usually lasted
between 40 minutes to one hour. The participants were given an explanation
regarding the purpose of the feedback, purpose of the framework, some background
of the research that lead to the development of the framework, key concepts from the
literature, the framework development process, and the proposed framework. For the
proposed framework, the participants were given an explanation about the steps in the
framework, the process under each step and the tools used in the framework.

The framework was not tested in any of the companies that were involved in the
feedback process because of time constraints. In the feedback process, the researcher
obtained the opinions of the industrialists and academics based on their personal

knowledge and experience.

7.3 Feedback questions
The feedback questions focused on the feasibility, usability and usefulness of the

framework. These three assessment criteria were adapted from the studies by Platts
(1993) and Chandraprakaikul (2008). Platts (1993) suggested the use of these three
assessment criteria to test whether a development of a process provided “a practical

and procedural step in strategy formulation”.

The participants were not asked what they thought was critical or the extent of their
current sourcing strategy implementation. The feedback questions that were used for
the industry participants were:
1. Feasibility

e Can you assess the applicability of the framework in the context of your

company?

e Can the framework be adopted in your company?
2. Usability

e Can it easily be used?

e What difficulty would you expect in using the framework?
3. Usefulness

e What benefits would you gain from using this framework?

e How effective would the framework be if implemented in your company?
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Academics were also shown the same set of questions and gave comments based on
their experience. The academics gave insight and feedback comprehensively on the
development approach of the framework, instead of the implementation of the

framework in companies.

7.4 Feedback findings
To give structure to this section, the feedback findings are presented according to the

issues discussed on the framework during the feedback interviews.

7.4.1 Feasibility in terms of applicability of the framework
In terms of feasibility, the industry participants were asked to assess the applicability

of the framework in the context of their company. Three out of five participants
thought that the framework was definitively applicable to their company (V2, V3 and
V/5). V2 expressed a high level of applicability of the framework within the company.

The other two participants found that the framework was not suitable for their
company (V1 and V4). V1 explained that as the company was a small company, the
framework would not add value or change their strategy or decision. The company is
managed in such a way that one person is in charge of a product, from the sourcing
activity, all the way to marketing and sales of the product. The product knowledge
and problems related to the management of the product is solely in the jurisdiction of
that person. The framework would only be functional in telling the participant the
issues that they already know. VA2 concur with this:

“This will be a stage where it has to be done formally in a large organisation. In a
small company, they would have to mentally trigger it rather than going through the

paperwork”.

V4 explained that the framework is not applicable to the company’s business model
and the industry that they are in. The nature of the market and security constraints
does not allow for the framework to be applicable in the company. However, V4
believes that the framework would provide a good backbone to see how mature is the
company’s procurement process. V4 made an observation that there are some other
factors the framework may ignore, such as political stability, global economy and rate

of change of technology.
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7.4.2 Feasibility in terms of possibility for adoption of the
framework in the company

In the second question under feasibility, the industry participants were asked whether
the framework can be adopted in their company. V3 and V5 described how this was
possible. V3 explained that there is a need to work out and distinguish certain aspects
that need to be filled out by regional offices and certain aspects by the central office.

V5 here clearly emphasises that the framework needs to be executed by qualified and
knowledgeable personnel:

“The experienced personnel are from the central organisation. In regions, t0o various
degrees, it depends on how long they have been established, they are very reliant on
the central organisation, mainly because of the qualification of the personnel.
Normally in many of the emerging regions, there are very young people, straight from
university. The company is very reliant on experienced personnel, especially at the
early phases of program development. The company would take some of the most
experienced people and generally they are the managers of purchasing groups in each

of the regions”.

Key outputs on feasibility:

s Applicability - Generally highly applicable except for small companies and
companies related to defence and security.

%+ Possible adoption of the framework in the company - Execution of framework
by qualified and knowledgeable personnel in regional or central office.
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7.4.3 Usability in terms of ease of use
In terms of usability, the industry participants were asked to assess whether the

framework can easily be used. All industry participants agreed that the framework
was clear, easy to use and straight forward. V3 expressed that there is not a problem
with ease of use.

The framework has been developed to allow companies to use it continuously. V4
agreed that the framework can be used more than once:

“The framework has four simple steps and an iterative tool. You don’t just do it once,
and then forget about it. You would go back and do it again. You are able to identify

gaps in order to rectify the problem”.

V1 believed that when there are a lot of people involved, this framework can provide

more control in terms of implementation.

V2 confirmed that there is a real world element to the framework and it is not just an
academic exercise. The framework provides structure but at the same time provides
flexibility for companies to also consider other factors that may not be covered in the

framework. Hence, the framework allows companies to relate back to the real world.

From an academic’s perspective, VA1 commented that the framework “is good in the
sense that it’s not too complicated”. In addition, VA1 agreed that the framework
provided sufficient guidance and explanation on the steps. VAL commented that “in
the real world, people want something that tells them what to do if they get stuck.
They want the answer written down. Lookout for what are the steps they are going to
fall over, where are they going to get confused, where to put the answers. You need a

guide that explains the steps”.
According to VA2, the framework allows people to commit themselves in an

objective way. VA2 also views the framework as being able to justify decisions

quantitatively and also being able to be supplemented through discussions.
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7.4.4 Usability in terms of expected difficulty
In terms of usability, the industry participants were asked to assess the difficulties that

they would expect when implementing the framework. V2 and V4 commented that

the framework had no difficulty in terms of implementation.

V2’s only concern was using real life data. V3 has a similar concern on the issue of
data validation. According to V3, companies need to approach the use of real data
with caution. The selection of which data to use is important: “Need to validate where
the data comes from. Is it reliable and consistent? If not, you will get different results

where data derived are from different regions. So need to be careful”.

V3 and V5 suspect that a problem might arise around the team that will take part in
the execution of the framework. The issues that need to be considered include
deciding on a realistic size team and who would be in the team. The team members
need to be people who are at a level that can have an impact on the future of sourcing.
V3 adds that the team needs to interact well and good teamwork would contribute to

the successful implementation of the framework.

According to VAL, there is an issue on deciding who does what. It is important to
determine the process owner that will administer and oversee the execution of the
framework in an organisation. VA1 pointed out that the person in charge of global
sourcing might be from different levels of management within different companies. It
depends on the structure which exists in purchasing within an organisation. In
addition, the definition of a process owner can mean a lot of different things and so

the right person needs to be identified.

VAL adds that the person in charge of the implementation of the framework should be
in top level management. VAL observed that there is a difficulty determining who
uses the framework. It needs to be someone with credibility and in a senior role
because it is going to affect decision making. Top level management are able to
enforce and implement the strategy that has been planned through the framework.
VALl explained that: “if it is somebody at the top they can involve anyone they want
to. If it’s someone low down the organisation, they might have difficulty to involve

people above them”.
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V5 emphasised that it is advisable to have people with experience and who are
committed to take part in the process:

“The people are there, so it depends on the senior leadership and their commitment to
it. You need experienced people to be able to tell you what the action plans are going
to be to fill that gap. Regions won’t have the experienced people to do that. It has to

be centrally coordinated by a very experienced group of people”.

According to VA2, there is a possibility that the framework would generates less
discussion on some important issues that can be overlooked when the people involved
rate the company individually and then later meet to discuss any differences overall.
VA2 commented that by “asking them to rank independently and come together to
look at the overall, maybe you’re less likely to generate discussion; you will only look
at what’s different. If you all agree on something, you might just move on. You might

miss some discussion”.

Key outputs on usability:

% Ease of use - All industry participants agreed that the framework was clear,
easy to use and straight forward.

“+ Expected difficulty - Need to be careful which data is used, deciding on a
realistic size team and who would be in the team, involving people with
experience and committed to take part in the process.
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7.4.5 Usefulness in terms of benefits
In terms of usefulness, the industry participants were asked to assess the benefits that

they might gain from using the framework.

V2 believed that the framework gives visibility and awareness for larger companies
where there are a lot more people involved in the sourcing process. In relation to this,
V2 viewed the framework as being a method to ensure that the sourcing strategy
implementation is continued even though there are changes in the purchasing team,
and also that it is understood by everyone involved in the sourcing process. V4
stresses that the framework helps in communicating the message of sourcing
decisions across the company.

V2 elaborated on how the framework would help provide continuity of approach
across the company:

“The framework provides a mechanism to maintain continuity of approach when
faced with challenges of a growing team and new members coming into the team.
They would know which purchasing strategies are adhered to by the team. There
would be higher levels of confidence and assurance that your team understands the

strategy”.

V2 and V4 viewed the framework as a means to allow companies to drill down to the
level of detail on the specific problem areas that are currently faced by the companies

and the steps that need to be taken to overcome them.

V3 expressed that the framework is able to present to a group of people a structured
explanation. The framework was described according to the inputs required in each
step, the processes involved and the outputs from each step. In addition, the
framework carries some weight to visibly justify a decision because it is structured in

such a way that decisions are traceable from the data that is input into the framework.
V5 explained that the framework gives an objective view of the whole decision

process, from locating the gaps, to the development of an action plan through to the

gap analysis. VAL also perceives the framework in the same way.
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V4 looked at the framework as a tool to help carry out a self assessment and can be
repeated. VA2 views the framework as a quality or sanity check.

V4 and VAL elaborated that the framework gives an overview of the current state of
the company and the identification of gaps:

V4 said that “it gives a snapshot of where you are now, identify gaps, identify what
steps are needed to close the gaps, and then goes back around the process”.

VAl commented that “what it does primarily is to help the company understand the
nature of the gap that they have. Helps them identify the gaps to start with and

identify areas for improvement”.

V4 further explained that the framework helps provide suggestions on what needs to
be done and the priority areas. This provides guidance and offers a foundation to
make decisions on the best way to overcome the gaps that are hindering the company
from improving their sourcing strategy implementation. V4 believed that the
framework is very useful for companies that want to bring the business to the next

level.

The timeline guide was considered beneficial in terms of guiding through what needs
to be done. VAL believed that the timeline guide provides an avenue for structured
thinking and better understanding of the whole decision making process:

“I think this is quite good. The timeline guide, if they can understand the process, and
get things in the right place, I think that’s quite useful because it’s showing them that
there are things that you have to do in steps. So I think that is where they will benefit
from in terms of thinking of the stages that they need to go through, I think that is
actually quite a useful guide. So personally speaking, that’s probably the best output

from this. So the benefit is better understanding of the process”.
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7.4.6 Usefulness in terms of effectiveness of the framework if
implemented

The second question under usefulness, the industry participants were asked how
effective would the framework be if it were to be implemented in their company.

V2 perceived that the framework would be effectively executed if it is part of an
employee’s workload: “If you can validate the effectiveness of the framework and
implement it as part of a tool, perhaps as part of somebody’s workload management,
it would be effectively implemented, but it would require that understanding of how

the company would use it in the context of the company”.

The benefits from using the framework need to be put forward so that companies are
motivated to execute it: V4 commented that “companies want to know how easy it is

to use, what valuable information they can get from this”.

V3 considered that it is difficult to measure the effectiveness of the framework
because there are so many input variables involved that are not covered in the
framework. Examples of those input variables include economic condition change,
commodity prices change, material prices change and the reduction of customer

procurement.

V5 stressed that it is absolutely essential to have this type of framework. Without this
kind of framework, companies would not be able to view their sourcing strategy as a
whole. The first thing that companies need will be senior management leadership and
support from the beginning of the initiative. Secondly, companies must be able to

make qualified personnel available to guide through the process.

Key outputs on usefulness:

¢+ Benefits - having visibility, provides awareness, method to maintain
continuity, able to drill down to the level of detail, structured, carries some
weight to justify a decision, can be repeated, provide guidance to make
decisions to close gaps.

% Effectiveness — depends on how useful the framework would be to the
company, difficult to measure effectiveness of the framework, need to have
commitment from senior leadership and qualified personnel.

K/
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7.4.7 Extraissues covered in the interview

Step 3 — Data validation

The participants were asked to comment whether Step 3 was necessary. All the
participants except V1 and VA2 agreed that Step 3 is an important step.

V1 believed that this step was not necessary, since being in a small company, Step 3
would involve a small number of people and if the process owner thinks there is a
problem with the data, they can always go back to review the data. VA2 was
indifferent about the importance of Step 3. This step can be built into another step or
done as a separate step.

V4 stressed that it is critical to be able to validate the data and that unless the data can
be validated, it is useless. V2 considered Step 3 as the most powerful step. In addition,
Step 3 has potentially the most dangerous part, which is updating answers and
manipulating the data. This should be done through a consensus agreement. The team

should come to a consensus on what level of manipulation should be done on the data.

V5 emphasised that the data needs to be discussed in order to do a sanity check, just
to make sure that the data reflects the true nature of the company. VA1 commented
that the data would not tell the company anything other than whether the score is low
or high. The people involved will have to discuss the data in context of the company
itself.

Key outputs on Step 3:
«» Data validation needs to be discussed and a consensus reached.
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Method to derive the leading practice score

The participants were asked to comment on the method to derive the leading practices
score. There were mixed reactions on this issue. V5 and VAL agreed that the method

is good, makes sense and that the process is fine.

V2 expressed concern about the meaning of broadly implemented practices.
According to V2, the meaning of broadly implemented is different for different
individuals and it primarily depends on the individual’s attention to detail. For
example, if the individual’s attention to detail is high, the score will most probably be
low. However, if the individual’s attention to detail is low, the score will most
probably be high. An individual who has a high attention to detail may perceive the
company’s current achievement as low, but in reality there is a possibility that the
company is doing a lot better than other companies.

V3 had no problem with how the leading practice score was derived. However, V3
was concerned about what kind companies are they measured against. It is safer to
call the score leading practice than best practice because of its subjective nature of

how the companies are benchmarked.

Key outputs on the leading practice score:
¢+ There were mixed reactions.
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7.5 Overall comments on the framework
V1 commented that the reason for developing the framework is sound and that the

data and analysis is fair.

V2 commented that the framework was very good and suggested that the users of the
framework need to be advised on what size companies are suitable to use it and who
should participate in implementation of the framework. V2 then explained that
medium sized companies are suitable to use the framework:

“A lot of big companies don’t relate to flexibility. The framework would be more
effective focused on medium sized company than very large companies. Medium to

large companies can engage more quickly”.

V3 thought that the framework is good and has not come across anything similar in
the company as an overall package. V3 had not seen an overall framework that tries to
put the various elements together and give an overall picture and the framework

proposed achieved to do it.

V4 recommended using the framework with other companies so that it is possible to

benchmark a company against its peers.

V5 also thought the framework was good and advised that the company will benefit if
the framework was used by more than three people. Referring to the timeline, V5
explained that their company will probably implement Factor 7 (Methodologies for
measuring savings) much earlier, in the planning stages before investing and starting
implementation. The company will look at what is the pay back. V5 emphasised that
it is more important to shift Factor 7 that was proposed to be in the expansion stage to
the planning stage and that the sourcing initiative needs to be measured all the way
through. V5 further suggested pulling Factor 8 (Qualified personnel) to the planning
stage. V5 was aware that it is difficult to develop a standard framework that would
suit every company, and therefore qualified and experienced personnel is important in
order to implement the framework so that the output from the framework will benefit

the company.
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VA1 also commented on the timeline guide. VAL observed that the timeline is a
logical sequence of implementing the strategy and overall, the framework makes
sense all the way through. VAL stated that the framework was clear:

“Overall, the framework is reasonably simple. There are some breakouts in each step,
and as long as you make it clear how it fits together, it can be helpful. People can
easily follow the steps that they have to go through. So it seems to me quite well
designed in that way”.

VA2 commented that even though the sequence of factors in the timeline is intuitive
and logical at certain phases, the timeline is developed from empirical data:

“Usually when I search for best practices, they always put in a point form and list. It
does not show in a time sequence which factors you need to implement and emphasise
first. You use your empirical data to sequence it, then if | say why is Factor 7 at that

el stage, you could dig into the data. But it is backwards traceable”.

VA2 commented on the contribution of the timeline in this research. Survey findings
that were used to develop the timeline have proved that there are some factors that
need to be implemented first before others in order to move up the maturity level:

“You’re saying some factors are more important than others. I can see a contribution
in saying integration to IT is a critical success factor but for companies who are
starting is not. You’re saying that the literature is saying that all these factors are

important but you’re saying no, there is a hierarchy”.

Key outputs from overall comments:
% The framework is good and what distinguishes this framework from others is
the timeline guide that was developed from empirical data.
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7.6 Discussion on the feedback findings
In terms of feasibility, the framework proved to be highly applicable in most

companies. Throughout the feedback interviews, none of the industry participants
mentioned a similar framework being implemented in their company. Even though
there were companies that might already have in place a framework that can identify
gaps in their implementation, the proposed framework helps companies to plan and
prioritise their implementation to progress to a higher sourcing level. The framework
has been designed to identify gaps and what makes it unique and different from other
frameworks or models that are used in companies or literature is the timeline tool. The
timeline tool has been developed based on the findings from the survey and supported
by findings from the case studies. It serves as a guide for companies to prioritise their

implementation.

The effectiveness of the execution of the framework is highly dependant on the
involvement and commitment from top management and qualified personnel. The
importance of involvement from top management was emphasised by the feedback
participants. The implementation of the framework needs to be managed by a process
owner that is responsible for the global sourcing initiatives in the company. This is to
ensure the execution of the strategies that are decided at the end of the framework.
The involvement of qualified and knowledgeable personnel was also emphasised by
the feedback participants. This is important because the input would affect the output
from the framework which includes the gap analysis charts and the strategy action

plan that will be used to improve their implementation.

Although the proposed framework was based on exploratory research data which
makes the framework exploratory in nature, the proposed framework has provided
practitioners a foundation on how companies can improve their sourcing strategy
implementation. In the feedback process, the framework was not tested for the actual
applicability in the companies. The views of the interviewees were the basis of the
feedback on the proposed framework. A more in-depth study may look into the actual
applicability of the framework and make it more comprehensive to suit different

organisations.
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7.7 Refinement of the framework
The framework refinement process covers issues that need to be considered after the

feedback interviews.

i.  Determine who should be in the team and what kind of companies can
implement the framework.
This point has been raised by the industrial participants and academics through
the discussions on the feasibility and usability of the framework. The number
of people that should be involved is determined by having enough people to
cover all of the process areas that are important to the global sourcing process.
Personnel from finance may also need to be involved to discuss the
implication on cash flow or the exposure to international currency to enable a
more comprehensive strategy implementation decision. Hence, this framework

can be used as an avenue to involve people from diverse functions.

As global sourcing activities involve coordination across regional and central
offices and when identifying gaps across the whole of the company,
knowledgeable and experienced personnel need to be identified to execute the
framework, whether they are in the regional or central office. The team
members need to be people who are at a level that can have an impact on the
future of sourcing and the process owner would most likely be from top
management. In addition, in order to make the execution of this framework
more effective, other than involving top management, companies should

consider making this exercise as part of an employee’s workload.

The types of companies that have been identified as being unsuitable to use
the framework are small size companies and companies in the defence
industry. The framework is ideal for use in medium to large companies where

there are more people involved in the sourcing process.
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Identify factors that are not included in the framework.

The critical success factors that were used were not an exhaustive list. There
are other factors that this framework does not cover. These factors include
factors that are categorised as enablers, inhibitors and external factors that
companies may not have control over. These factors need to be defined before
the company can execute the proposed framework. Examples of these factors
include competitive forces, customer requirements and worldwide market
opportunities, as suggested by Monczka and Trent (1992) in their worldwide
sourcing assessment process (refer Figure 2.9). In addition, Quietens et al.
(2006), suggested drivers, facilitators and barriers that may influence the
decision for companies to source globally (refer Table 2.3).

The researcher has defined these factors as precursors that need to be outlined
by those involved in sourcing before executing the framework. These
precursors will help the decision makers prioritise the action plan. These
precursors would also provide the company direction for their requirements to

achieve their intended sourcing level.

Top management is at the centre of the initiative.

Through the feedback process, the participants from industry and academics
expressed views on the importance of top management. The top management
need to be in the centre of the sourcing initiative. The main concern from the
implementation aspect of the framework is whether the action plan will be
executed after the team has gone through the framework. Hence, what is
important is including people that can have an impact on the sourcing strategy
development and execution. The team would consist of personnel that deal
with the actual sourcing implementation. It terms of strategic strategy
development and approval for execution of sourcing strategies, the support
and involvement from top level management is crucial in the implementation
of the framework. Top level management would receive input from the team
that implements the framework, therefore making the process of using the

framework more effective and relevant.
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Vi.

Feedback to top management throughout the process.

As the involvement from top management was identified as important from
the feedback findings, instead of only involving top management at the end of
Step 4 where the team recommends the action plan for approval, the team
should provide feedback to top management within every step. This will help
ensure the successful execution of the framework and also the strategies that

were planned to improve the company’s implementation.

Review purpose of Step 3 (Data validation) and redesign the conceptual
model.

The importance of this step was recognised by both participants from industry
and academics. As there were questions raised regarding the purpose of this
step, which is to validate the data through a discussion, the researcher has
decided to revise this step. Hence, this step is merged into Step 2 (Assessment
tool application) to simplify the framework. In addition, merging Step 3 into

Step 2 does not include major changes or affect the purpose of Step 3.

Determine how to keep the leading practices score updated.

The best practices are based on survey data that was collected in 2007. By the
time this thesis is finished, the data maybe potentially out of date. A company
should be able to measure itself, submit the data to a database where other
companies would also do the same after they have measured themselves and
grow the database every time companies take part in the exercise. The
database should give the company’s results against the benchmark population

but it also takes in the company’s data as part of the benchmark population.
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vii.  Adding how critical the factors are in the questionnaire.
As well as having the leading practices score updated through the actual data
of sourcing strategy implementation, how critical the factors are to companies
should also be able to be updated. Hence, in order to keep the framework
current it was also considered important to record how critical the factors are

to companies in the questionnaire.

Key outputs on the things to be considered for the refinement of the
framework:
i. Determine who should be in the team and what kind of companies can
implement the framework.
ii. Identify factors that are not included in the framework.
iii. Top management is at the centre of the initiative.
iv. Feedback to top management throughout the process.
v. Review purpose of Step 3 and redesign the conceptual model
vi. Determine how to keep the leading practices score updated.
vii. Adding how critical the factors are in the questionnaire.
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7.8 Summary of changes to the framework

The changes that have been made are summarised below:

No. | Changes Changes made in Rationale for changes
i. | Determine who should Framework — This is detailed in order
be in the team and what | Explanation before to give focus to the
kind of companies can executing the framework | framework.
implement the
framework.
ii. | Identify factors that are | Conceptual model — Being clear of the
not included in the Precursors check precursors before
framework. starting the process in
order to give a scope to
make final decisions on
sourcing strategies.
iii. | Top management is at Conceptual model — Top | Top management

the centre of the management in the involvement is

initiative. centre important to ensure that
the decision that is made
at the end of the process
will be executed.

iv. | Feedback to top Conceptual model — Feeding outputs from
management throughout | Feedback to top each step to top
the process. management in every management would

step make it more effective
instead of including
them only after the
decisions have been
made.

v. | Review purpose of Step | Conceptual model — Simplify the framework
3 and redesign the merge in Step 2 by merging it into Step
conceptual model. 2. Maintain the purpose

as it was found to be
important.
vi. | Determine how to keep | Tool Being able to update the
the leading practices dataset will let
score updated companies compare
themselves to the current
practices of present
companies.
vii. | Adding how critical the | Tool - Questionnaire This addition will keep

factors are in the
questionnaire

the framework current.
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7.9 Finalised conceptual model
The conceptual model before the feedback process is presented below:

STEP 1: Needs identification

%

Company X

STEP 2: Assessment tool
application

STEP 4: Areas for
improvement

STEP 3: Data validation

Details on the original version of this conceptual model can be referred to in Chapter
6. The original version has four steps and now has evolved to the finalised version

after taking into account the feedback from the feedback process.

The conceptual model after the feedback process is presented below:

Step 1 — Needs identification
The company conducts an assessment on their
current sourcing level to determine whether they
need to improve their sourcing strategy
implementation.

Feedback

Top management
(Precursors check)

Feedback Feedback
Step 3 — Areas for Step 2 — Assessment tool
improvement application
The company focuses their < The company carries out a gap
efforts on identifying the areas analysis of the leading practices
that need improving and the against their current practice to
sequence of implementation. assess the company’s status.
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Before the actual execution of the framework, the relevant precursors for the company
that may influence their global sourcing decisions need to be identified. The top
management plays a vital role in the involvement and administration of the execution
of this framework; hence the participation of top management is needed throughout
the process. Feedback from the rest of the team to top management ensures that the
decisions that will be made at the end of the process get the full support of top
management for execution. The team members that should be chosen to be involved
in this process are personnel that have the knowledge and experience to assess the

company’s sourcing strategies.

The finalised version of the conceptual model has three steps. Step 1 (Needs
identification) requires companies to assess their current sourcing level to determine
whether they need to improve their sourcing strategy implementation. In Step 2
(Assessment tool application), companies carry out a gap analysis of the leading
practices against their current practices to assess the company’s status. This step
includes the validation of the data to decide on the overall score for the company and
identify any outliers. In Step 3 (Areas for improvement), companies focus their efforts
on identifying the areas that need improvement and the sequence of implementation.
This framework can be executed repeatedly for companies to continually assess their

sourcing strategy.

The applicability and reliability of the framework to work in real life situations has
been discussed and assessed by participants from industry and academics. The
feedback on weaknesses and limitations of the framework has allowed for additions
on details to refine the framework. The feedback process has positively contributed to

the improvement of the proposed framework.
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7.10 Comparison of the framework developed with existing
global sourcing frameworks in literature

The framework that has been developed in this research is specifically to identify
areas of improvement in the implementation of the global sourcing strategy.

As described in Section 2.11 (Existing global sourcing framework or model) in
Chapter 2, existing global sourcing frameworks throughout the literature focused
around two stages of implementation. The first stage is before the strategy is
implemented. The second stage is the actual development and implementation

process.

Two frameworks described in the literature review focused on the first stage, which is
before the strategy is implemented. Rajagopal and Bernard (1994) developed a
general framework on the development of global sourcing strategy, while Cavusgil, et
al. (1993) developed a decision-making framework for global sourcing. Both these
frameworks were focused on the issues that should be considered and addressed when
a company has decided to source globally. The issues included company internal
factors, market, environmental, strategic and managerial issues. These issues were not
directly covered in the framework that was developed in this research as these issues
should have been considered before the development and implementation process of
the global sourcing strategy. However, as these issues are important and affect a
company as a whole, these issues are incorporated in this framework as precursors

that should be considered by a company’s top management.

The rest of the frameworks that were identified in the literature were frameworks that
focused on the actual development and implementation process. Monczka and
Giunipero (1984) proposed an international purchasing implementation flowchart, a
general guide for companies to develop and enhance international purchasing
initiatives. According to Monczka and Giunipero (1984), there needs to be a
measurement and evaluation of the implementation. However, the details of this step

were not provided.
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Monczka et al. (2006) put forward a global sourcing and supply strategy development
and implementation framework. The framework has also identified the need to
measure performance and improve strategies as appropriate but the details were not

provided.

Monczka and Trent (1992) proposed a worldwide sourcing assessment process. The
framework has a step to identify differences between the strategy requirements and
actual capabilities of the company, named “gap definition”. Again, the details of this

step were not provided.

None of these frameworks provided a detailed explanation or steps to improve the
global sourcing strategy implementation. However, the need to measure and improve
the strategy implementation was apparent in the frameworks developed by Monczka
and Giunipero (1984), Monczka et al. (2006) and Monczka and Trent (1992).

The framework that was developed in this research is a small but significant part of
the actual implementation process. The proposed framework provides a method to
identify gaps in implementation and also the steps and tools to devise an action plan

to reduce the gaps.

7.11 Chapter summary
This chapter explained the feedback process of the proposed framework and the

results from the discussion with experts from industry and academia. The finalised
global sourcing strategy implementation framework has been presented. In the next
chapter, the findings from the case studies, survey, framework development and

framework feedback are discussed further.
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8 Discussion and conclusions

8.1 Introduction
This research was based on the philosophical assumption of pragmatism, through the

use of mixed methods research. Through pragmatism, the researcher used both
quantitative and qualitative data because they work to provide the best understanding
on the research area of global sourcing practices. The methodological assumption or
the research process used in this research is through collecting qualitative data from
case studies and quantitative data from survey. In this chapter, the findings from the
case studies and survey are discussed according to the eight critical success factors of
global sourcing. The case studies findings help develop an in-depth understanding of
global sourcing practices of the companies. While the survey method looks into how
important was the critical success factors of global sourcing considered by the
companies and how extensive were the implementation of the critical success factors.
The global sourcing framework that was proposed in this research will be discussed
according to its strengths, weaknesses, opportunities and threats. Following the
discussions, the conclusions from the thesis, contributions of this research, limitations

of this research and recommendations for future research are presented.

8.2 Discussion on key findings from case studies
This section will discuss the key findings from the case studies according to the eight

critical success factors of global sourcing.

8.2.1 Factor 1: Executive commitment to global sourcing
The cases provided evidence that executive commitment is important and that

executive leadership plays an active role in developing global sourcing strategies. The
main role that executive leaders played was setting vision and direction through
developing sourcing strategies. In addition, the executive leaders also ensure the
delivery of strategies. Without the commitment from executive leadership, the
implementation of global sourcing would be less effective. Petersen et al (2000)
identified through their proposed relationship model that top management
commitment to global sourcing has a strong influence on global sourcing

effectiveness.
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The active involvement from the executive leadership can be explained by the fact
that the purchasing function is pushing forward towards a more strategic function.
Steinle and Schiele (2008) explained that purchasing as a strategic function can
contribute to establishing a company’s competitive advantage. The purchasing
function can potentially contribute to achieving competitive advantage through
optimising cost savings from purchasing products abroad that are lower in cost

compared to local sources and purchasing volumes aggregated on a worldwide basis.

The rationale of the importance of commitment from executive leadership was
explained in the literature. In order to implement a sourcing strategy successfully,
resource allocation is important. The literature has emphasised that a long term
perspective (Birou and Fawcett, 1993) and commitment (Monczka and Trent, 1992;
Monczka et al. 1998) from executive leadership is necessary to ensure that the needed
resources are made available to support global sourcing activities. Existing global
sourcing frameworks in studies by Cavusgil at al. (1993) and Monczka and Giunipero
(1984) have included executive commitment as a requirement before the actual
implementation of global sourcing. Petersen et al. (2000) emphasised that if
companies implement global sourcing without the necessary commitment from
executive leadership they are unlikely to succeed. The implication to this finding is that
if companies want to succeed in their global sourcing strategy implementation they
need ensure that they have the commitment from executive leadership so that the

sourcing strategy can be implemented effectively.

8.2.2 Factor 2: Rigorous and well-defined processes
The findings from the case studies suggest that companies that are in the higher

sourcing levels have more detailed processes compared to companies that source
globally on an ad hoc basis. From the cases, Level Il companies are lacking in terms
of having a well-defined sourcing process. The literature has provided the description
of companies in Level 1l where, at this level, sourcing from worldwide sources is
usually limited or performed on an ad hoc basis. This finding shows that companies
that have less experience in sourcing globally would not have a well-defined process.
It is important for companies that pursue global sourcing to develop a well-defined

process as global sourcing is more complex than international purchasing activities.
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Positive outcomes such as reduced supply chain costs and improved supply chain
performance have been reported by Monczka et al. (2006), as a result of having a
well-defined process. In order to achieve these positive outcomes, companies should
adopt rigorous and well-defined processes. The rationale of having well-defined and
structured processes include facilitating the business units overcoming difficulties that
may have been successfully dealt with and documented by other business units. It will
also shorten the learning curve of those that are just getting familiar with the process.

In addition, worldwide business units can avoid any duplication and increase sharing
of information through the company intranet. According to Monczka at al. (2008),
leading firms develop a well-defined and structured process in order to guide global

sourcing activities while overcoming the differences among worldwide business units.

The global sourcing process was found to be influenced by the nature of the product
being sourced and the focus of the company’s overall business strategy (low cost or
high technology). The different considerations regarding the nature of the product
being sourced and the overall business strategy prove to influence the different
processes that are needed to source globally. The cases provided proof that firstly,
companies would look for sources globally if they were buying specialist items that
were not available from local sources. Secondly, companies would look for the best
technology solution that is available in other countries if they are in a technology
driven industry. Finally, for the more common parts, companies would be driven by
lowest cost consideration. It is therefore important for the company’s needs and
objectives to be understood, as proposed by Birou and Fawcett (1993), when planning

the sourcing process.

Hence, the implication from the findings in this factor is that companies that want to
practice at a global sourcing level should have rigorous and well-defined processes. In
addition, companies should also understand their needs and overall business
objectives before planning the sourcing process so that the sourcing strategy is in line

with the overall business strategy.
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8.2.3 Factor 3: Availability of needed resources
The case studies did not reveal any differences in the method of distributing resources

across companies in the different sourcing levels. The method of distributing the
resources through a budget was found to be common across the companies. However,
the allocation of resources varied according to the organisational structures. The
different organisational structures across the companies include the organisational

structure according to functions, product and matrix.

It is not known which organisational structure is more effective in the distribution of
needed resources. Having the resources allocated either through project teams,
according to programs or a dedicated resource to the purchasing function permanently
is not foreseen as a concern as long as the resources do get distributed to allow global
sourcing to be implemented smoothly.

Monczka et al. (2005) has identified that “global sourcing demands an unusual
amount and variety of information”. The case studies revealed that although most
information can be shared through the internet, face to face interactions and personal
contact were still extensively used. This is especially true for Level Il companies
which have no formal structure available to share information and the fact that they
have disparate systems available in the company. In general, throughout the cases,
face to face meetings provide a more effective way to discuss progress compared to
having the information retrieved from the company database or intranet. The
information may not be interpreted the same way by different people and so it is
important to have everybody in the sourcing team view the sourcing strategy similarly
to avoid any duplication and misunderstanding. In addition, in cases where major
suppliers have access to the company’s information, it is also important for both
parties to have face to face interaction so that both sides are aware of each other’s

businesses and understand specifically the commitment that is required of them.
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8.2.4 Factor 4: Integration through information technology
Contract repositories were used to store global agreements and provide warnings of

expiring agreements. The purchasing or legal team would refer to the contract
repository when reviewing contracts and in the renegotiation process. Keeping track
of global agreements was necessary when companies have agreements with different
time frames but not in the case where contracts have no expiry dates and are valid
until they are terminated by either party.

The key benefits of having compatible information systems with suppliers are saving
time and having accurate and up to date information. In the literature, Monczka et al.
(2008) found that sharing information resulted in lower supply chain costs, improved
supply chain performance other than price, a better sourcing process and a higher
level of trust. Across the cases, the cost savings that were realised were through
reduction of paper transactions by getting rid of paper based invoices and billing
system, hard copy printing and cost of postage. The most important issue that was put
forward was saving in terms of time. Having a compatible information system with
suppliers saves time as documents can be assessed and shared anytime. This reduces
the time to compile information and the time it takes to process orders and invoices. It
is important to note that even though most cases consider having compatible
information system is important to the company, the extent of how integrated
companies are with their suppliers is influenced by how close the relationship is with

their suppliers.
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8.2.5 Factor 5: Supportive organisational design
Across the cases, the internal group that is responsible for overseeing the global

sourcing process is headed by the global sourcing process owner. This finding is
parallel to those of Monczka et al. (2008) where they explained that the process owner

can be either an executive leader or steering committee.

The majority of the companies use purchasing volumes aggregated on a worldwide
basis. One of the roles of the internal groups that is responsible to oversee the global
sourcing process is to negotiate with big strategic suppliers using the total group
spend to obtain price leverage. Across the cases, aggregating purchasing volumes on a
worldwide basis was found to benefit companies by being in a better position in
negotiations, getting a better deal than the market rate, getting a better price, cost
reductions and leveraging spend. The extent of aggregating purchasing depends on
various factors. Some companies aggregate the common elements which tend to be
the lower cost items. This is because many of the higher cost items cannot be

aggregated since they are built to specification, so there is no commonality.

When deciding to aggregate volume, some companies consider to what extent they
need to strategically protect their business from the risk of having all their products

served by only one supplier.

8.2.6 Factor 6: Structured approaches to communication and
relationship building with suppliers

Common communication and coordination tools that were used extensively include e-
mail, tele/video conferencing, face-to-face meetings, intranet, internet and telephone.
Communication methods become more complex as people involved in purchasing are
spread all over the world. New methods are more commonly used to facilitate real-
time and face-to-face communication. Companies across the cases were found to use
tele/video conferencing to communicate with the people in their company or suppliers
that are located across the globe. This finding was also recognised by Monczka et al.
(2008), where they considered that the communication method that was most likely to

increase in usage is the web-based meeting.
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Methods that were used to identify potential suppliers vary depending on the nature of
the product and familiarity of the company in the source market. Companies would
source specialist products that only two or three suppliers in the world have the
technology to manufacture and the company has no choice but to buy from those
suppliers. In the case where the company was trying to source from markets that they
were not familiar with, companies would recruit people with specialist country

knowledge to find potential suppliers.

Relationships with current suppliers are managed through Quarterly Business Review,
face to face meetings, visiting the supplier on site and balance/supplier scorecard. The
periodic review sessions allows both parties from the company and the supplier
understand what is required from both sides. This effort helps by increases efficiency,
avoids any misunderstanding and improves the smooth operation of the global
sourcing activity as both parties are clear of the expectation and the standard or
quality of operation that is required.

8.2.7 Factor 7: Methodologies for measuring savings or
performance

Key measures used to evaluate performance improvements or benefits from global
sourcing are cost, quality and delivery. It is no surprise that these three measures were
considered the key performance indicators, however, the issue lies in linking these
sourcing performance indicators to the overall company objectives. From the case
studies, top level management plays the role of linking sourcing to company
objectives. Top management decides issues such as how much savings need to be
made. Sourcing goals are linked to the overall company objectives through a business
plan and budget process. The business plan contains the company objectives such as
material cost reduction. The top level vision and objectives then cascades down to the
appropriate level to shape the employee’s personal objectives. Companies must not
overlook this issue as the importance has been proposed by Scully and Fawcett
(1994), where they considered aligning sourcing strategy with the company’s overall
company strategy to be important to ensure that sourcing activities match the

company’s strategies.
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Measurement of total cost needs to take into account more than just the obvious price
of product. It may be obvious that the measurement of total cost takes into account
more than just the unit cost price of the product but the important consideration is
how companies are able to measure all these costs. From the case studies, the
measurement of the total cost of sourcing globally needs to consider not only the
obvious cost of the product and establishing the infrastructure for the sourcing
activity, but also take into account the need to do research on the business
environment of a foreign country. This would cover communication costs that need to
be done in the future, time difference, cultural differences, providing insurance and
medical coverage to the personnel who travel overseas to visit a supplier, high cost of
shipping and packaging, lost and damaged products, time to establish relationship

with new suppliers and the learning curve taking on a new supplier.

8.2.8 Factor 8: Qualified personnel
There were contradicting views on the importance of purchasing personnel having a

formal qualification versus experience. Different companies have different views on
this issue. While the exact reason why some companies give more emphasis on a
formal qualification instead of experience and vice versa was not known, based on the
case studies, if an employee did not have the formal qualification that they require, the

company would provide the opportunity for them to pursue the qualification.

In terms of experience, new employees are partnered up with more experienced
personnel. The case studies findings showed that gaining experience through on-the-
job training was conducted in the form of a mentorship scheme. The requirements
from an employee will change with the dynamic sourcing trends and rapid changes in
technology. Following this, companies need to be aware of the necessary skills and
knowledge that they require for their employees for the purpose of future training

needs.

The future training needs were to be identified through a formal process. A formal
measurement of employee performance was found to be conducted with a personal
development plan. The purpose of having the personal development plan is to allow
the company to plan for the company’s future requirements. This structured process is

important in order to retain and develop the employees.
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8.3 Discussion on key findings from survey
This section will discuss the key findings from the survey. Factor 2 (Rigorous and

well-defined processes) were rated very highly by both groups. This factor had the
largest gap between how critical it is to the implementation of the sourcing strategy
and the degree this factor has been implemented for companies in Level IV & V. For
companies in Level 11 & 111, this factor was the third largest gap. This finding needs to
be of concern to companies because according to Monczka et al. (2008), “a well-
defined sourcing process is the foundation of integrated global sourcing and one of
the most important predictors of success”. Companies need to look at those gaps and
formulate plans for a well-defined process that is applicable to the sourcing level in
which they want to operate.

This research found that companies that engage in global sourcing rate certain factors
as more critical to their sourcing efforts compared to companies that engage in
international purchasing. This finding was coherent with the findings by Trent and
Monczka (2003a).

This research gave insight on the gaps showing differences of actual implementation
between Level IV & V versus Level Il & 111 companies which past studies have not
covered. This study found that companies in the higher sourcing levels, which were

mostly large companies, practiced global sourcing more extensively.

The findings from this research showed that there is a sequence of factors that needs
to be addressed first before others. Past studies have focused on identifying the factors
that are critical when implementing global sourcing. However, past studies have not
provided any details on how to improve the implementation of sourcing strategies.
This study has highlighted the fact that companies prioritise different factors

according to their sourcing levels.
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This research found that the gaps in companies that practice international purchasing
are much greater than the gaps in companies that practice global sourcing. The
identification of areas for improvement can be done through a gap analysis. The
implication of companies that practice international purchasing having greater gaps
means that these companies have yet to implement the factors that they regard as
critical because they are still in the process of establishing their worldwide sourcing
strategy. Therefore, companies in Levels Il and 111 need to focus on closing those gaps

to improve their current sourcing strategy implementation.
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8.4 Discussion on key findings from case studies and survey
The mixed methods strategy was chosen because of the capability to answer different

research questions. The purpose of this research focuses on complementarity
(examine overlapping or different aspects of a phenomenon), where Greene et al.
(1989) explained that complementarity “seeks elaboration, enhancement, illustration,
clarification of the results from one method with the results from other method”.

There were similarities found in the case studies and survey findings.

The findings from this research have pointed out that having rigorous and well-
defined processes was considered among the most critical factor between the eight
critical success factors of global sourcing. From the survey findings, Factor 2
(Rigorous and well-defined processes) was rated very highly by both groups of
companies, companies that engage in international purchasing and global sourcing.
This finding is parallel to findings in the case studies where Factor 2 was described as
the third highest critical factor among the eight critical success factors of global

sourcing.

This research also pointed out that even though rigorous and well-defined processes
were found to be critical to companies that engage in international purchasing and
global sourcing, gaps exist in their implementation. From the survey findings, Factor
2 was identified as a factor that had among the largest gap in both groups. The gap
identified was between how critical the factor is to the implementation of the sourcing
strategy and the degree this factor has been implemented. The survey finding is
supported by the findings from the case studies, where companies in Level Il for

example, are lacking in terms of having a well-defined sourcing process.

This research has identified that there are certain factors that were considered more
critical between the eight critical success factors. The survey findings identified that
the two groups rate certain factors as more critical. This is also visible in the case
studies findings where there is greater emphasis on certain factors. The case studies
findings pointed out three factors that were the considered most critical among the
eight critical success factors. The three factors were executive commitment to global
sourcing (Factor 1), qualified personnel (Factor 8) and rigorous and well-defined

processes (Factor 2).
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This research has also identified that gaps exist in implementation. The survey
findings identified that there are gaps in the implementation in both international
purchasing and global sourcing groups. The case studies findings identified that gaps
exist in the two groups based on the discussion of the actual implementation of the
factors. An example of this finding in the case studies is the importance of having a
compatible information system with suppliers (Factor 4 - Integration through
information technology). Most cases considered this factor as important but there are
cases where they do not have a compatible information system with their suppliers

although they perceive it as important.
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8.5 Discussion on the framework
This section will discuss the key findings from the proposed framework. The

discussion is structured around the strengths and weaknesses of the framework that
were identified in the feedback process. In addition, the opportunities and threats that
may influence the usage of framework are also discussed here.

8.5.1 Strengths of the framework that were identified in the
feedback process

The framework was found to be applicable in three out of five companies that
participated in the feedback process. This is because the framework and factors that
were used were generic in order to give companies the flexibility to fine-tune their
strategy accordingly. The companies that have been identified as being not suitable to

use the framework are small size companies and companies in the defence industry.

All the industry participants of the feedback process agreed that the framework was
clear, easy to use and straight forward. The participants viewed the framework as a
method that provides structure to decision making. The participants also believed that
the framework provides control in terms of implementation because the steps and

factors are measured objectively and decisions can be justified quantitatively.

The framework provides visibility and awareness for larger companies and when
there are a lot of people involved in the sourcing process. The framework also was
perceived as a method to maintain continuity as it provides guidance to make
decisions to enable gaps in implementation to be reduced. In addition, the framework

can be carried out repeatedly.

The framework allows companies to drill down to the specific details under each
factor. For example, if companies have identified that the largest gap in
implementation comes from Factor 2 (Rigorous and well-defined processes);

companies can then drill down to the sub factors to find out what areas are causing the

gap.
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8.5.2 Weaknesses of the framework that were identified in the
feedback process

The proposed framework does not provide a way to keep the leading practices score
updated. The leading practices score was derived only from data from the survey that
was conducted in this research. The participants had no issues regarding how the
leading practices score was derived but were concerned on the relevance of the use of
the score in future. The proposed solution to overcome this issue is to have a database
where companies supply their information so that their information is also measured

as part of the population.

The proposed framework originally had four steps and Step 3 (Data validation) was
considered too small a task to exist on its own. Step 3 (Data validation) was proposed
to identify any outliers in the data that can affect the final output score by means of
discussion among the team. Most participants agreed that this step was necessary and
the author has decided to refine the framework by merging Step 3 into Step 2

(Assessment tool application).

The participants have put forward a few issues for companies that use the framework
need to be aware of. These issues are not a form of weaknesses in the framework but
may influence the effectiveness of the use of the framework. Firstly, companies need
to be sure of the reliability of the data that is used as input to the framework because it
will affect the output and decisions made through the framework. The framework is
only a tool to make decisions. Secondly, companies need to decide on a realistic team
size. The number of people that should be involved as suggested by the author was
three to ten people. The participants agreed with the proposed number but then
queried who should be involved in the team. The decision of how many people and
who should be in the team would be in the jurisdiction of the process owner of the
global sourcing strategy. Finally, the participants advised that companies need to

select people with experience to take part in the process.
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8.5.3 Opportunities for the framework
Companies in the UK can use the framework to gain competitive advantage through

the improvement of their sourcing strategy implementation. As past studies have
identified global sourcing as one of the approach to achieve competitive advantage,
companies should take the opportunity to leverage on the use of the framework that is
proposed in this research.

In the current economic climate, with lower demand for products and services
worldwide, companies need to make the most of their current resources and
continuously identify areas that can add the most value to the company. The
framework can help companies execute their sourcing strategy more effectively
through the identification of the areas for improvement.

The proposed framework would potentially be more valuable and meaningful to a
company if it was integrated in the company’s current global sourcing process.
Instead of treating the use of the framework as an additional task, the process owner
of the global sourcing process can potentially adopt this framework as part of their

performance measurement method.

The framework that is proposed in this research is currently targeted for the use of
internal employees of a company that deal directly with the global sourcing activities
of the respective company. This framework can potentially form the basis of a more
comprehensive framework by expanding the usage from just participants in the

company to include the participation of a company’s major suppliers.
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8.5.4 Threats for the framework
The emergence of other frameworks that are more complex and detailed into specific

industries can undermine the usage of the proposed framework. More innovative and
comprehensive frameworks would be continuously developed in the future if the

global sourcing trend continues to expand.

The usage of the framework would be irrelevant if companies were to pull back from
wanting to source globally and were more focused on sourcing from local suppliers.
The framework was targeted at companies that practice international purchasing and
global sourcing and that want to improve their worldwide sourcing strategy

implementation.

New research findings may influence the applicability of the framework. If new
research findings were to identify drastic changes to the critical success factors or the
practices of global sourcing in the future, the framework would then be less applicable
as the changes will affect the timeline guide that was developed in the framework to

help companies prioritise their sourcing strategy implementation.
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8.6 Conclusions from the thesis with particular respect to the
research objectives

This section restates the research aim and objectives and explains the conclusions
from each objective.

The aim of this research was:
To explore what UK based companies are practising in terms of global sourcing and
to develop a framework that can help companies improve their sourcing strategy

implementation.

The research aim has been achieved following the completion of the research

objectives below:

1. To critically review substantive literature on the concept of global sourcing, global
sourcing critical success factors/best practices/excellence framework.

2. To investigate the critical success factors of global sourcing companies in the UK.

3. To identify global sourcing practices of companies in the UK.

4. To compare the perceived importance of the critical success factors and the actual
implementation of global sourcing.

5. To develop a global sourcing framework that can help companies identify areas to

improve their global sourcing strategy implementation.

8.6.1 Objective 1: To critically review substantive literature on the
concept of global sourcing, global sourcing critical success
factors/best practices/excellence framework

The literature review enabled the researcher to define the concept of global sourcing,
the critical success factors of global sourcing and the existing frameworks or models
on global sourcing. From the literature, global sourcing was identified as a strategy to
achieve competitive advantage. The role of the purchasing function can influence the
attainment of competitive advantage depending on the involvement of the purchasing
function in the overall competitive strategy of the company. The purchasing function
was found to be moving towards being more strategic compared to being a tactical

function as companies seek to achieve competitive advantage.

219



The classification of sourcing levels and their characteristics that is used in this
research was put forward by Monczka and Trent (1991, 1992) and Trent and Monczka
(2002). As companies progress to higher sourcing levels, the requirement of
integration between business units, functional groups and processes across the world
becomes greater. The reasons companies source globally was also identified to
supplement the understanding of the motivators, drivers, facilitators, barriers and
benefits from global sourcing in order to survive the competitive pressures of

globalisation.

The literature also revealed the critical success factors that are required to successfully
implement international purchasing and global sourcing. The critical success factors
that are used in this research were identified through studies conducted by Birou and
Fawcett (1993), Scully and Fawcett (1994), Rajagopal and Bernard (1994), Trent and
Monczka (2003a), Trent and Monczka (2003b), Trent and Monczka (2005). The
importance of having personnel with the right skills was clearly identified in the
literature but was not identified as a critical success factor on its own. It was found to
be embedded in another factor such as in the “Global Sourcing Structures and
Processes” factor in the study by Petersen et al. (2000). Qualified personnel did not
receive as much emphasis as other factors such as executive commitment to global

sourcing and well-defined processes.

The existing global sourcing frameworks or models throughout the literature focus
around two stages of implementation. The first stage is before the strategy is
implemented. The second stage is the actual development and implementation
process. The framework proposed by Monczka and Trent (1992) covers both stages of
implementation but does not provide any details on how companies can identify gaps
in their implementation. None of the framework or models in the literature has

detailed methods to identify gaps in implementation.
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The literature review allowed the researcher to identify the gaps in the current body of
knowledge. The gaps that were identified as are below:
1. There was limited literature that addressed global sourcing practices of
companies in the UK.
2. There was lack of recognition placed on the importance of having qualified
personnel in the implementation of the global sourcing strategy.
3. There was little emphasis placed on the development of a detailed framework to

improve global sourcing implementation.

The literature review also provided the input to develop the semi-structured interview
questions for the case studies, the questionnaire for the survey and into the
development of the global sourcing framework in this research.

8.6.2 Objective 2: To investigate the critical success factors of
global sourcing of companies in the UK

Following the identification of the critical success factors of global sourcing from the
literature, the investigation of the critical success factors that was relevant to
companies in the UK was conducted through a case study and survey method. The
three highest factors that were identified through the case studies, were Factor 1
(Executive commitment to global sourcing), Factor 8 (Qualified personnel), and
Factor 2 (Rigorous and well defined processes). As qualified personnel was found to
be the second highest factor in the implementation of the sourcing strategy, this
finding has clearly supported its importance and the fact that it needs to be recognised

as a main factor along with the other factors that were identified in past studies.

The survey findings revealed that:

1. The factors that were considered least critical were the factors that had the
largest gaps. This finding demonstrates that companies were less focused on
factors that they consider less critical in their implementation.

2. Companies in the higher sourcing levels (Level IV and V), which were mostly

large companies, practised global sourcing more extensively.
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8.6.3 Objective 3: To identify global sourcing practices of

companies in the UK

This research provides additional support for the need to gain understanding on global

sourcing practices of companies in the UK in order to fill the gap in the current body

of knowledge. The global sourcing practices were identified through case studies.

The case studies findings revealed that:

1.

Factor 1: Executive commitment to global sourcing — Executive leadership play
an active role in developing global sourcing strategies.

Factor 2: Rigorous and well-defined processes — Level 11 companies do not have
a well-defined global sourcing process. The global sourcing process is highly
influenced by the nature of the product being sourced and the focus of the global
sourcing strategy (low cost or high technology). Global agreements are
monitored differently in different companies.

Factor 3: Availability of needed resources — Even though the method of
distribution of resources through a budget is common, the allocation of
resources varied according to the organisation structure. Although most
information can be shared through the internet, face-to-face interactions and
personal contact were still extensively used.

Factor 4: Integration through information technology — Contract repositories
were used to store global agreements and provide warnings of expiring
agreements. The key benefits from having compatible information systems with
suppliers are saving time and having accurate and up-to-date information.

Factor 5: Supportive organisational design — The internal group that is
responsible for overseeing the global sourcing process is headed by the global
sourcing process owner. The majority of the companies practice purchasing
volumes aggregated on a worldwide basis.

Factor 6: Structured approaches to communication and relationship building
with suppliers — Common communication and coordination tools that were used
extensively include e-mail, tele/video conferencing, face-to-face meetings,
intranet, internet and telephone. Methods that were used to identify potential
suppliers vary depending on the nature of the product and familiarity of the

company in the source market. Relationships with current suppliers are managed
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through Quarterly Business Review, face-to-face meetings, visiting the supplier
on site and balance/supplier scorecard.

7. Factor 7: Methodologies for measuring savings or performance — Key measures
used to evaluate performance improvements or benefits from global sourcing are
cost, quality and delivery. Measurement of total cost need to take into account
more than just the obvious price of product.

8. Factor 8: Qualified personnel — There were contradicting views on the
importance of purchasing personnel having a formal qualification versus
experience. Gaining experience through on-the-job training was implemented in
a form of a mentorship scheme. A formal measurement of employee

performance was conducted with a personal development plan.

8.6.4 Objective 4: To compare the perceived importance of the
critical success factors and the actual implementation of
global sourcing.

The survey conducted in this research provided the data to compare the perceived
importance of the critical success factors and the actual implementation of global
sourcing. The gaps between how critical companies rate the factors and the extent of
implementation in companies in the lower sourcing levels (Level Il and I11) were
found to be much greater than the gaps in the higher sourcing levels (Level 1V and V)

companies.

The data from the survey also revealed that there is a specific sequence of factors that
companies need to address first before others in their global sourcing implementation.
This finding was used to develop a timeline guide that is applied in the framework
proposed in this research. The purpose of the development of the timeline guide is to
help companies determine the sequence of implementation in their global sourcing

efforts.
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8.6.5 Objective 5: To develop a global sourcing framework that
can help companies identify areas to improve their global
sourcing strategy implementation

The proposed framework was initially developed based on the literature review and

data collected through case studies and survey.

The purpose of the proposed framework was:
1. To assess the current sourcing level of companies (current state).
2. To provide guidance for companies to identify the areas for improvement in
their approach to global sourcing (gap analysis).
3. To help companies determine where they are and where they need to be in terms
of their sourcing strategy (future state).
4. To allow companies to identify their strengths, as well as pointing out the areas

for improvement.

The proposed framework was then validated by academics and participants from the
industry and finalised. The framework was found to be feasible, usable and useful to

improve a company’s sourcing strategy.

The finalised framework has three steps, with overall support and feedback from top
management:

1. Step 1- Needs identification: The company conducts an assessment on their
current sourcing level to determine whether they need to improve their sourcing
strategy implementation.

2. Step 2 — Assessment tool application: The company carries out a gap analysis of
the leading practices against their current practice to assess the company’s status

3. Step 3 — Areas for improvement. The company focuses their efforts on

identifying the areas that need improving and the sequence of implementation.
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Monczka et al., (2008) believed that “five years ago the pursuit of integrated global
sourcing strategies was considered leading edge but today, it has become a widely
accepted best practice”. Monczka et al., (2008) considered that companies that do not
recognise global sourcing strategies would be at a competitive disadvantage. In
conclusion, companies in the UK can achieve competitive advantage through global
sourcing. Global sourcing can enable companies to maintain their current position as
some of the leading companies in the world. The enormous potential for UK
companies to expand in the future largely lies in their efforts to successfully apply
global sourcing effectively.

8.7 Contributions of this research to academics and
practitioners
This section explains the contributions from this research to academics and also to

practitioners. The contributions of this research fulfil the research aim that was set out

for this research.

The first part of the research aim was to explore what UK based companies are
practising in terms of global sourcing. The research scope of this thesis is on the
global sourcing practices of companies in the UK since most literature on global
sourcing was based on studies done on companies in the US and worldwide.
Generally, the results from this study provide an insight to the global sourcing
practices in the UK specifically. It can help academics, scholars and businesses to
gain more information and understanding about the practices that are essential in

managing global sourcing activities.

The first theoretical contribution of this research is the adaptation of the global
sourcing excellence practices identified in the literature for the development of a
framework that can be used to improve the implementation of the global sourcing
strategy. Secondly, another theoretical contribution of this research is the
demonstration of the importance of having qualified personnel in the implementation
of the global sourcing strategy compared to the other global sourcing excellence

practices.
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The second part of the research aim was to develop a framework that can help
companies improve their sourcing strategy implementation. The managerial
contribution of this research stems from the framework, where the framework would
facilitate the realisation of the company’s strategic goals. The proposed framework
will help businesses understand what needs to be achieved in order to be an effective
global organisation in terms of implementing the global sourcing strategy.

Businesses can compare their progress and practices against these global sourcing
leading practices and make modifications as they progress. Following this, businesses
are able to improve their supply chain management by exploring practices that are
required to implement global sourcing successfully and at the same time gain

competitive advantage over their competitors.

The framework allows companies to plan and prioritise their implementation to
progress to a higher sourcing level. What makes the framework unique is the use of a
timeline guide. The timeline guide has incorporated the input from literature and
findings from this research. This research revealed that there is a pattern in the

sequence of factors that the companies focus on most based on their sourcing levels.
To summarise the contribution of the framework, the strengths, weaknesses,

opportunities and threats of the framework that were identified and is presented in
Table 8.1.
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Table 8.1: Strengths, Weaknesses, Opportunities and Threats of the Framework

STRENGTHS
o Applicable in most companies as the
framework and the factors were generic.

e The framework was found to be clear, easy
to use and straightforward.

o The framework provided structure to a
decision making process.

o The framework provides control in terms of
implementation because the steps and
factors are measured objectively and
decisions can be justified quantitatively.

o The framework provides the visibility and
awareness for larger companies and when
there are a lot of people involved in the
sourcing process.

¢ The framework was perceived as a method
to maintain continuity as the framework
provides guidance to make decisions to
close the gaps in implementation and can be
repeated.

o The framework allows companies to drill
down to the specific details under each
factor.

WEAKNESSES
e The proposed framework does not provide a
way to keep the leading practices score
updated.

e Companies need to be sure of the reliability
of the data that is used as input to the
framework.

e Companies need to decide on a realistic size
team.

e Companies need to make sure to involve
people with experience to take part in the
process.

OPPORTUNITIES
e Companies in the UK can use the
framework to increase their competence in
their sourcing strategy implementation and
gain competitive advantage.

In the current economic climate, with the
lower demand for products and services
worldwide, companies need to continuously
identify areas that can add the most value to
the company.

The proposed framework would potentially
be more valuable and meaningful to a
company if it was integrated in the
company’s current global sourcing process.

The framework can potentially be a basis to
develop a more comprehensive framework
by expanding the usage to include the
participation of a company’s major
suppliers.

THREATS
e The emergence of other frameworks that are
more complex and detailed into specific
industries can undermine the usage of the
proposed framework.

¢ The usage of the framework would be
irrelevant if companies were to pull back
from wanting to source globally and were
more focused on sourcing from local
suppliers.

o New research findings may influence the
applicability of the framework.

227




8.8 Limitations of this research
Firstly, this research was conducted on companies in the UK in order to facilitate easy

access to respondents. The regional nature of the sample does limit the ability to
generalise the findings of the study. However, a regional sample was chosen for two
reasons: first, resource (cost and time) constraints and second, the author’s belief that
responses from a relatively small and homogeneous geographic area would be

superior to those from a wider, more heterogeneous one.

Secondly, this research is partly based on the response to questionnaires which
received an 8.9% usable response rate. There were several steps taken to increase the
response rate, which include the use of a second database due to the limited access to
respondents in the first database, follow up calls and follow up emails. However, the
response rate was considered sufficient for the study based on past research that
acquired a 9% response rate and adopted a survey method which was supplemented
by case studies (Trent and Monczka, 2003a; Trent and Monczka, 2003b; Trent and
Monczka, 2005).

Third, this research was based on companies that operate in the manufacturing
industry. The nature of the sample limits the generalisation of the findings to other
industries, especially on the usage of the proposed framework. The author believes
that the framework can be applied in other industries as the factors used were not
industry specific. However, the application of the framework has to be approached

with caution and adjusted to the company’s requirements.

Fourth, the leading practices score in the proposed framework was based primarily on
the findings from the survey and supported by case studies. In view of the small
number of responses from the survey, this limitation can be overcome by the use of a
database that gives the company’s results against the benchmark population but it also

takes in the company’s data as part of the benchmark population.

228



8.9 Recommendations for future research
The limitations from this research have provided several opportunities for future

research. The areas for future research include the following:

e Expanding the scope of the study across different countries. As past research
often focused on developed countries, developing countries should also be
addressed. Research in developing countries should initially identify whether
the critical success factors identified in developed countries through past
research is applicable in developing countries as well.

e Increasing the sample size so that more sophisticated statistical analyses can

be performed and the results from the findings are more concrete.

From the case studies, there were several areas of concern which were not covered in
this research but were considered important by the respondents that could be an
avenue for future research. Firstly, the respondents emphasised on the importance of
analysing the company’s spend. Future research can look into spend analysis as part
of the decision that need to be incorporated in the framework. Spend analysis is
important because companies should identify what they are buying, whom they are
buying from and how much they are spending with each supplier so that the they are
able to identify areas to reduce procurement costs effectively. Secondly, the
respondents were concerned about performance measurement (financial and non-
financial measurements). Being able to translate the benefits or savings from global
sourcing to the overall company objectives was considered important. Future research
should look into how performance measurement from global sourcing in terms of
financial and non-financial gains can be documented and recognised across the

company.

The applicability of the proposed framework can be tested further with a larger
sample. A more in-depth study on the framework can also be conducted for future
research as the proposed framework is considered exploratory as the data used to

develop the framework was exploratory research data.
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Further research should also look into incorporating the risks of global sourcing in the
framework. The risks from global sourcing should be apart of the factors considered
in order to come out with the plan to reduce the gaps in implementation. Finally,
future research can continue to analyse the global sourcing practices of companies
because the results from this research is cross-sectional in nature. The continuation of
research in this area is important to observe how the global sourcing strategy has
changed over time and the critical success factors that are needed for companies to

succeed.

8.10 Chapter summary
In this chapter, the key findings from this research have been discussed. In addition,

this chapter has presented the conclusions from this thesis, the contributions of this

research, the limitations of the study and recommendations for future research.
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Appendix 1: List of Benefits Realised From I nternational Purchasing and Global
Sour cing Based On Past Studies

Benefits

Monczka
and
Giunipero,
(1984)

Birou
and
Fawcett,
(1993)

Rajagopal
and
Bernard,
(1994)

Scully
and
Fawcett,
(1994)

Trent
and
Monczka,
(2003a)

Trent
and
Monczka,
(2003b)

Access to lower priced
goods/cost

X

X

X

X

Access to higher quality goods
(material/component/service)

Greater access or exposure to
worldwide technology
(product/process)

Better delivery service or
performance or reliability

Better customer service

Enhanced competitive position

Helps meet counter trade
obligations

Increased number of suppliers

Increased competition

Increased number of sources

Improved supplier relationships

Greater appreciation of
purchasing by internal customers

Higher user satisfaction with the
purchasing process

Greater supplier responsiveness
to buying unit needs

Greater standardization or
consistency of the sourcing
process

Improved sharing of information
with suppliers

Better management of total
supply chain inventory

Greater early supplier
involvement during new
product/service/devel opment

Lower purchasing process
transaction costs

Shorter ordering cycletime

Improved environmental
compliance

Quality improvements

Capacity and availability
improvements

Meeting “offset” requirements

X

Lead time reduction

X

Source: Monczka and Giunipero (1985), Birou and Fawcett (1993), Rajagopal and Bernard (1994),
Scully and Fawcett (1994), Trent and Monczka (2003a), Trent and Monczka (2003b).




Appendix 2: List Critical Success Factorsin Implementing the International
Purchasing and Global Sourcing Strategy Based On Past Studies

Critical success factors

Monczka
and
Giunipero,
(1984)

Birou and
Fawcett,
(1993)

Scully
and
Fawcett,
(1994)

Rajagopal
and
Bernard,
(1994)

Trent
and
Monczka,
(2003a)

Trent
and
Monczka,
(2003b)

Developing communication
skills

X

X

X

Overall development of
international purchasing skills

Developing global sourcing
skills

Establishing foreign buying
offices

Establishing long-term
relationships

Development of general
methods to deal with foreign
suppliers

Foreign supplier
certification/qualification
methods

Knowledge of exchange rates

Understanding foreign market
and its opportunities

Knowledge of foreign business
practices or customs

Top management support or
executive commitment and
mandate to source worldwide

Obtaining expert assistance or
support

Planning for global sourcing

Understanding global
opportunities

Development of foreign
logistics

Use of third-party logistics
services

Centralized procurement
structure

Suppliersthat are interested in
global contracts

Availability of required
information and data

Plant-level participation during
global contract development

Ability to identify common
reguirements across buying
units

Use of cross-functional teams
to develop global strategies

Availability of supplierswith
global capabilities




Ability to measure and eval uate X
performance improvements or
benefits from global sourcing

Personnel with required
knowledge, skills and abilities

Awareness of potential global
suppliers

Time for personnel to develop
global strategies

Operations/manufacturing
support of the global sourcing
process

Direct site visits to suppliers

Decentralized procurement
structure

An executive steering
committee to guide the process

Marketing support of the global
process

International purchasing office
support

Language similarity with global
supplier

Compatible information
systems with suppliers

Cultural compatibility with
global supplier

Common part coding system
across buying units

Cost resource opportunity X

Experience X

Source: Monczka and Giunipero (1985), Birou and Fawcett (1993), Scully and Fawcett (1994),
Rajagopal and Bernard (1994), Trent and Monczka (2003a), Trent and Monczka (2003b).




Appendix 3: Characteristics of Global Sourcing Excellence

(Source: Trent and Monczka, 2005)

1. Executive Commitment to Global Sourcing

e Cross-functional leaders participate on a global
sourcing steering committee or council.

e A designated executive has the authority to
trandate a global vision into reality.

e Executive leaders work to gain support for global
agreements and processes from cross-functional
groups and buying locations.

e Global sourcing leaders make strategy
presentations to the executive committee and to
the board of directors.

e Executive leaders recruit qualified participants to
join global sourcing project teams.

2. Rigorous and Well-Defined Processes

o A well-defined processisin place that requires
participants to establish goals, meet milestones
and report progress to executives.

e An executive leader or steering committee, with
input from participants, reviews and proposes
process improvements.

e “Lessonslearned”’ sessions are conducted at the
conclusion of each project, and findings are
distributed to worldwide participants.

e Globa agreements are continuously monitored,
reviewed and reestablished as required.

3. Availability of Needed Resour ces

o Executives make critical resources, such as
budgets and qualified participants, available to
support global initiatives.

e The process involves individuals who have the
ability to take a global sourcing perspective
rather than alocal or regional perspective.

o Relevant information is accessible to project
teams and participants.

4. Integration Through Information Technology

e Datawarehouses provide access to required data
and information on areal-time basis.

e A companywide intranet provides access to
global sourcing support documents, guidelines,
templates and progress updates.

e Contract repositories store global agreements and
provide warning of expiring agreements.

5. Supportive Organizational Design

o A formal executive steering committee or
council oversees the global sourcing process,
including the identification of global sourcing
opportunities.

e Cross-functional project teams are responsible
for the detailed analysis of global opportunities
and the development of sourcing agreements.

e Organizational design includes the separation of
strategic activities, such as global sourcing, and
operational activities, such as the routine
reordering of material.

e International purchasing offices support global
sourcing requirements.

e Sourcing support personnel are (1) located near
technical and marketing personnel during new
product development projects and (2) linked
organizationally to the appropriate global
sourcing team.

6. Structured Approachesto Communication

o Project teams meet regularly, either face-to-face
or electronically, to coordinate efforts.

e Strategy review and coordination sessions ensure
understanding of global initiatives and buy-in for
them.

e Project teamsregularly report progress to
executive |leaders.

e Advanced communication and coordination tools
are available, including videoconferencing and
Web-based collaboration tools.

e Project information and updates are posted on a
company intranet.

7. Methodologies for M easuring Savings

¢ Finance representatives agree on methods of
validating savings from global initiatives.

e Global sourcing participants meet regularly with
executive leaders to review savings from existing
agreements and expected savings fromin-
process activities.

e Measurement systems support the calculation of:

— Companywide savings realized and
expected to be realized from global
agreements

— Theimpact that sourcing initiatives
have on corporate financial measures
(e.g., return on assets)

— Thereturn on investment for
individual projects

— Theimpact that global suppliers have
on buying location performance
indicators




Appendix 4: Studies on international purchasing and global sourcing that showsthe

origin of their sample.

Author and Title Sample study
Year
Birou, L.M. International purchasing: Membership listing of the National Association of
and Fawcett, benefits, requirements, and Purchasing Management (NAPM)
S.E (1993) challenges
Bozarth, C., Stages of global sourcing Membership listing of the National Association of
Handfield, R. | strategy Purchasing Management (NAPM) - US
and Das, A. evolution: an exploratory study
(1998)
Das, A. and Just-in-time and logisticsin Membership listing of the National Association of
Handfield, global sourcing: an Purchasing Management (NAPM) - US
R.B. (1997) empirica study
Fawcett, SE. | Worldwide sourcing: Membership listing of the National Association of
and Scully J.I. | facilitating continued success Purchasing Management (NAPM)
(1998)
Giunipero, Organizational approachesto US- based firms
L.C.and managing international
Monczka, sourcing
R.M. (1990)
Kotabe, M. Sourcing strategies of International Directory of Corporate Affiliations
and Omura, European and Japanese 1985/1986 — 250 foreign subsidiaries operating in
G.S. (1989) multinationals. a comparison the US (175 European and 75 Japanese identified)
Kotabe, M., Global sourcing of services US Fortune Service 500 firms
Murray, J.Y. and
and Javalgi, market performance: an
R.G. (1998) empirical evaluation
Monczka, International purchasing: 26 out of 45 selected multinational companies
R.M. and characteristics and
Giunipero implementation
L.C. (1984)
Monczka, Global sourcing - a Field research - 26 US, Japanese and European,
R.M. and development approach Delphi study —85US
Trent, R.J.
(1991)
Monczka, Worldwide sourcing: USand foreign firms
R.M. and assessment and
Trent, R.J. execution
(1992)
Monczka, Effective global sourcing and Survey — database from Institute for Supply
R.M., Trent, supply for superior results Management (ISM), CAPS Research and groups
R.Jand in the International Federation of Purchasing and
Petersen, K.J. Supply Management, HQ US (66%), Western
(2006) Europe (26%), the rest in Canada, China, South
America
Case study — 16 companies
Monczka Getting on track to better Survey — database from Institute for Supply
R.M., Trent global sourcing Management (ISM), CAPS Research and groups
J.T., Petersen, in the International Federation of Purchasing and
K.J. (2008) Supply Management, HQ US (66%), Western

Europe (26%), the rest in Canada, China, South
America.
Case study — 16 companies




Murray, J.Y. Sourcing strategies of U.S. US Fortune Service 500 firms
and Kotabe, service companies. a
M. (1999) modified transaction-cost
analysis
Park, H.J. Foreign direct investment and | USfirms
(2000) global sourcing choices of
firmsinthe US
Petersen, K.J., | Anempirica investigation of Companiesthat participated in the Global
Frayer, D.J,, global sourcing strategy Procurement and Supply Chain Benchmarking
Scannel T.V. effectiveness Initiative at Michigan State University —
(2000) companies located in US (80%), Canada (3%),
Western Europe (13%), Australia (4%)
Rajagopal, S. | Globa procurement: UK companies
and Bernard, motivations and
K.N. (1994) strategy
Samli, A.C,, The status of global sourcing Membership listing of the National Association of
Browning, asacritical tool of strategic Purchasing Management (NAPM) —restrict to
JM. and planning: opportunistic versus | those that residein US only
Busbia, C. strategic dichotomy
(1998)
Samli, A.C. Overcoming the barriers to Membership listing of the National Association of
and Browning, | global Purchasing Management (NAPM) —restrict to
J.M. (2002) sourcing: a strategic and those that residein US only
expansionistic orientation
Scully, J.I. International procurement Membership listing of the National Association of
and Fawcett, strategies: challenges Purchasing Management (NAPM) — US firms
S.E. (1994) and opportunities for the small
firm
Trent, R.J. and | Pursuing competitive Worldwide — mgjority US based (86%), Canada,
Monczka, advantage Latin America, Western Europe, Asia Pacific
R.M. (2002) through integrated global
sourcing
Trent, R.J. and | Internationa purchasing and Worldwide, response rate outside the US low, US
Monczka, global sourcing (86%), Canada (2%), Latin America (1%),
R.M. (2003a) | —what are the differences? Western Europe (6%), Asia Pacific (2%), others
(3%)
Trent, R.J. and | Understanding integrated Worldwide, response rate outside the US low, US
Monczka, global sourcing (86%), Canada (2%), Latin America (1%),
R.M. (2003b) Western Europe (6%), Asia Pacific (2%), others
(3%)
Trent, R.J. and | Achieving excellencein globa | Part of the Globa Sourcing Research Project —
Monczka, sourcing large % US companies,
R.M. (2005)
Zeng, A.Z. Developing a framework for USfirm and part supplier in China
and Rossetti, evaluating the
C. (2003) logistics costsin global

sourcing processes




Appendix 5 - Semi-Structured Interview Questions
GLOBAL SOURCING PRACTICES

Company
Name
Position
Date

General Questions
e From the following list, please identify the ONE that best describes your
firm’'s current sourcing level:
1. Engage in domestic purchasing only.
2. Engagein international purchasing as-needed.
3. International purchasing as part of sourcing strategy.
4. Global sourcing strategies integrated across worldwide locations.
5. Global sourcing strategies integrated across worldwide locations and
functional groups.

Factor 1. Executive commitment to global sourcing

¢ Please explain the role of the executive leadership in the development and
implementation of the global sourcing strategy.

¢ Who isthe process owner of the global sourcing strategy?

Factor 2: Rigorous and well-defined processes

e Please explain the global sourcing process that is implemented in your
company.

¢ Please explain the process of how globa agreements are monitored and
reviewed.

Factor 3. Availability of needed resources

e Please explain how critical resources like financial and human resources
are made available to support the global sourcing process.

¢ Please explain how relevant information is made accessible and shared
among participants of the global sourcing process.

Factor 4: Integration through information technology

¢ Please explain how your company manages all the global agreements. Is
there a contract repository that stores global agreements and provide
warning of expiring agreements?

¢ Please explain the importance of having compatible information system
with your suppliersin your global sourcing initiatives.

Factor 5: Supportive organisational design

e Please explain which department/team/committee is responsible to
oversee the globa sourcing process, from the sourcing strategy
development, identification of global opportunities, to development of
sourcing agreements.

e Please explain whether your company practice purchasing volumes
aggregated on a worldwide basis for important categories of goods and
services.

Factor 6. Structured approaches to communication and relationship

building with suppliers

e What communication and coordination tools does your firm use to
communicate with different departments in your company and your
business partners worldwide?

¢ Please explain how potentia suppliers are identified.

e Please explain how you manage the relationship with current suppliers.

Factor 7. Methodologiesfor measuring savingsor performance

e Please explain how sourcing goals are established and linked to the
overal company objectives.

e Please explain what measures your company uses to evauate
performance improvements or benefits from global sourcing initiatives.

e Please explain to whom and where the performance reports are
distributed.

Factor 8: Qualified personnel

¢ Please explain the knowledge and skills that your purchasing personnel
need to possess that you regard as important to perform global sourcing
successfully.

o What kind of training would you regard as important for your purchasing
personnel in order for them to perform effectively?

Other Factors:

¢ Between these eight factors, which are the top three factors that you
consider as important in the implementation of your sourcing strategy?

e Are there any other factors that we might have not discussed that you
think isimportant in implementing your sourcing strategy successfully?



Appendix 6 - Questionnaire

Cranﬁefd

UNIVERSITY

GLOBAL SOURCING PRACTICES
Pur pose of this questionnaire

This is a questionnaire solely for the purpose of a research project for the completion of a PhD Degree in
Cranfield University.

Theresearch

This research ams to investigate global sourcing practices in the United Kingdom (UK), with particular
reference to the critical success factors and best practices in the implementation of international
purchasing and global sourcing.

This research requires participation by a person in your organisation that has insight into company-wide
worldwide sourcing strategies and their integration across functions, geographies and sites.

Please complete this questionnaire with care as all the information collected will be kept utmost
confidential and not attributed to any specific company.

Your participation is crucia in the effort to investigate strategic issues in the area of the global sourcing
and itsimplications for the competitiveness of companiesin UK.

A summary of the findings of this research will be provided to each individua who returns a completed
questionnaire.

Thank you for your cooperation and kind assistance toward the success of this research.

Sincerely,
Marini Mohamad

Please kindly complete the following contact details to allow us to send you the summary of the findings
from this research.
Name :

Current position :
Email address

Marini N. Mohamad, PhD Researcher, Department of Manufacturing, School of Applied Sciences,
Building 50, Cranfield University, Cranfield, MK43 OAL, United Kingdom.
Tel: 01234 750111 ext.5656 Email: m.mohamad@cranfield.ac.uk




Instruction: Please read each item carefully, and then circle the answer that best represents your opinion.

SECTION A: ORGANISATIONAL PROFILE
Please circle the answer that represents the appropriate responses regarding your company.

1. How long has your company been operating?

A. Lessthan or equal to 5 years
B. Morethan 5 years but less than or equal to 10 years
C. Morethan 10 years but less than or equal to 15 years
D. Morethan 15 years but less than or equal to 20 years
E. Morethan 20 years
2. What isthetotal number of full-time employeesin your company?
A. Lessthan 50
B. 50to 249
C. Over 250

3. Approximately what percentage of your organisation’s total purchases (in £5) represents purchases from
outside the UK?

Less than 20%

20% to 39%

40% to 59%

60% to 79%

80% or more

Don’'t know

mmoow>

SECTION B: SOURCING LEVEL
Please tick only one answer.

1. Pleaseidentify the ONE that best describes your firm’s current sourcing level. If your company engages
in domestic purchasing only, please go straight to Section D.

Sourcing levels | Engagein Engagein International Integration and | Integration and
domestic internati onal purchasing as coordination of | coordination of
purchasing only | purchasing as- part of sourcing | global sourcing | global sourcing

needed strategy strategies across | strategies with
worldwide other functiona
locations groups

Current | | | | |

sourcing level




SECTION C: GLOBAL SOURCING CRITICAL SUCCESSFACTORSAND PRACTICES

For 1a and 1b.: Please circle the numbers that best describes your opinion.

la Pleaseidentify how critical
each of the following items are to
the effectiveness of your firm's

1. Executive commitment to
global sourcing

1b. Please indicate the degree to
which your firm currently has
implemented the following

sourcing strategy practices.
Not Very Not Broadly
Critical Critical Implemented I mplemented

1 2 3 4 5

(i) Top management support and
commitment to source worldwide

1 2 3 4 5

1 2 3 4 5

(ii) An executive steering
committee to guide the process

1 2 3 4 5

(iii) Cross-functional leaders
participate on aglobal sourcing
steering committee or council

(iv) A designated executive has
the authority to tranglate a global
vision into reality

(v) Global sourcing leaders make
strategy presentations to the
executive committee and to the
board of directors

1c. Please identify the ONE that best describes your prediction of your company’s sourcing effortsin three to
five yearstime. Pleasetick only one answer.

(1) Executive Limited Top management | Thereisa Cross-functional
commitment to commitment to support of designated |eaders participate
global sourcing purchase international executive leaders | on aglobal
internationally. purchasing appointed to sourcing steering
emerges. coordinate global committee to
sourcing efforts. coordinate global
sourcing efforts.
3-5yearstime m m i o

For 2a. and 2b.: Please circle the numbers that best describes your opinion.

2a. Pleaseidentify how critical
each of the following items are to
the effectiveness of your firm's

2. Rigorous and well-defined
processes

2b. Please indicate the degree
to which your firm currently
has implemented the following

sourcing strategy. practices.
Not Very Not Broadly
Critical Critical Implemented I mplemented

1 2 3 4 5

(1) Planning for global sourcing

1 2 3 4 5

1 2 3 4 5

(if) A well-defined processisin
place that requires participantsto
establish goals, meet milestones
and report progress to executives

1 2 3 4 5




Not
Critical

Very
Critical

2. Rigorous and well-defined
pr ocesses

Not
Implemented

Broadly
| mplemented

1 4 5

conducted at the conclusion of
each project, and findings are
distributed to worldwide

parti ci pants

(iii) “Lessons learned” sessions are

(iv) Globa agreements are
continuously monitored, reviewed
and re-established as required

(v) Foreign supplier certification /
qualification methods defined

2c. Please identify the ONE that best describes your prediction of your company’s sourcing effortsin three to
five yearstime. Pleasetick only one answer.

(2) Rigorousand | Informal Decentralised A common global | A well-defined
well-defined international international sourcing process processisin place
process purchasing process | purchasing process | exists across that requires global
exists. exists, where worldwide participants to
different groups locations. establish goals,
use their own meet milestones
tailored process. and report progress
to executive
leaders.
3-5yearstime m m i o

For 3a. and 3b.: Please circle the numbers that best describes your opinion.

3a. Please identify how critical
each of the following items are to
the effectiveness of your firm's
sourcing strategy.

3. Availability of needed
resour ces

3b. Please indicate the degree to
which your firm currently has
implemented the following
practices.

support

Not Very Not Broadly
Critical Critical Implemented I mplemented
(i) Executives make critical
1 2 3 4 5 resources, such as budgets and 1 2 3 4 5
qualified participants, available to
support global initiatives
(ii) The processinvolves
1 2 3 4 5 individuals who have the ability 1 2 3 4 5
to take aglobal sourcing
perspective rather than alocal or
regional perspective
1 2 3 4 5 (iii) Availability of required 1 2 3 4 5
information and data
(iv) Availability of suppliers that
1 2 3 4 5 areinterested in global contracts 1 2 3 4 5
and have global capabilities
1 2 3 4 5 (v) Obtaining expert assistance or 1 2 3 4 5




3c. Please identify the ONE that best describes your prediction of your company’s sourcing effortsin three to
five yearstime. Please tick only one answer.

(3) Availability of | Limited resources | Resourcescanbe | Trade-offsare Executive leaders
needed resources | are alocated for made available made on resources | make critical
international should anew between resources (such as
purchasing opportunity arises. | worldwide budgets and
activities. locations. personnel)
availableto
support global
initiatives.
3-5yearstime O O i o

For 4a. and 4b.. Please circle the numbers that best describes your opinion.

4a. Please identify how critical
each of the following items are to
the effectiveness of your firm's
sourcing strategy.

Not
Critical

Very
Critical

4. I ntegration through
infor mation technology

4b. Please indicate the
degree to which your firm
currently has implemented
the following practices.

Not
Implemented | mplemented

Broadly

(i) Data warehouses provide access

with suppliers

1 2 3 4 5 to required data and information on 1 2 3 4 5
ared-time basis
(if) A companywide intranet

1 2 3 4 5 provides access to global sourcing 1 2 3 4 5
support documents, guidelines,
templates and progress updates

1 2 3 4 5 (iii) Ability to identify common 1 2 3 4 5
requirements across buying units

1 2 3 4 5 (iv) Common part coding system 1 2 3 4 5
across buying units

1 2 3 4 5 (v) Compatible information systems | 1 2 3 4 5

4c. Please identify the ONE that best describes your prediction of your company’ s sourcing effortsin three to
five yearstime. Pleasetick only one answer.

(4) Integration Limited need for Some form of An integrated A fully integrated
through integration through | information system | information system | information system
information technol ogy. existstofacilitate | has been links sourcing
technology exchanges of established to activitieswith
information. facilitate global other functional
sourcing groups (new
initiatives. product
devel opment,
engineering,
operations,
marketing) from
worldwide
locations.
3-5yearstime O O i o




For 5a. and 5b.: Please circle the numbers that best describes your opinion.

5a Pleaseidentify how critical
each of the following items are to
the effectiveness of your firm's
sourcing strategy.

Not Very
Critical Critical

5. Supportive organisational
design

5b. Please indicate the degree to
which your firm currently has
implemented the following
practices.

Not Broadly
Implemented I mplemented

1 2 3 4 5

(i) Use of cross-functional teams
to develop global strategies

1 2 3 4 5

(ii) A formal executive steering
committee oversees the global
Sourcing process

(iii) Organisational design
includes the separation of
strategic activities (such as global
sourcing) and operational
activities (such as the routine
reordering of material)

(iv) Establishing foreign buying
offices

(v) Foreign buying offices
support global sourcing
requirements

5¢. Please identify the ONE that best describes your prediction of your company’s sourcing effortsin threeto
five yearstime. Please tick only one answer.

(5) Supportive The organisational | International An organisational | An organisational
organisational structure supports | purchasing exists | structure that structure that
design limited but are not well coordinates global | coordinates global
international coordinated across | sourcing activities | sourcing activities
purchasing worldwide buying | has been across worldwide
activities. Sites. established across | locations and with
worldwide other functional
locations. groups.
3—-5yearstime m m i o

For 6a. and 6b.. Please circle the numbers that best describes your opinion.

6a. Pleaseidentify how critical

each of the following items are to
the effectiveness of your firm’'s
sourcing strategy.

Not
Critical

Very
Critical

6. Structured approachesto
communication and
relationship building with
suppliers

6b. Please indicate the degree to
which your firm currently has
implemented the following
practices.

Not
Implemented

Broadly
I mplemented

1 2 3 4 5

(i) Advanced communication and
coordination tools are available
(videoconferencing and Web-
based collaboration tools)

1 2 3 4 5




Not
Critical

Vey
Critical

6. Structured approachesto
communication and
relationship building with
suppliers

Not
Implemented

Broadly
| mplemented

1 2 3 4 5

(i) Project teams meet regularly
to coordinate efforts (either face-
to-face or electronically)

1 2 3 4 5

1 2 3 4 5

(iii) Project teams regularly report
progress to executive leaders

1 2 3 4 5

1 2 3 4 5

(iv) Establishing long-term
relationshi ps with suppliers

1 2 3 4 5

1 2 3 4 5

(v) Direct site visits to suppliers

1 2 3 4 5

6¢. Please identify the ONE that best describes your prediction of your company’s sourcing effortsin threeto
five yearstime. Pleasetick only one answer.

(6) Structured Limited A standard Theintegration The integration
approachesto communication procedure has been | and coordination and coordination
communication and coordination established across | acrossworldwide | across worldwide
between departments, for buying locations buying locations
departments, for international arefacilitated by a | and functional
international purchasing structured groups are
purchasing activities. communication facilitated by an
activities. approach. advanced and
extensive
communication
approach.
3-5yearstime m m i o

For 7a and 7b.: Please circle the numbers that best describes your opinion.

7a. Please identify how critical
each of thefollowing items areto
the effectiveness of your firm’'s
sourcing strategy.

Not
Critical

Very
Critical

7. Methodologies for measuring
savingsor performance

7b. Please indicate the degree to
which your firm currently has
implemented the following
practices.

Not
Implemented

Broadly
| mplemented

1 2 3 4 5

(i) Ability to measure and
evaluate performance
improvements or benefits from
global sourcing

1 2 3 4 5

(i) Globa sourcing participants
meet regularly with executive
leaders to review savings

(iif) Measurement systems
support the calculation of
companywide savings

(iv) Measurement systems
support the calculation of the
impact that sourcing initiatives
have on corporate financia
measures (e.g. return on assets)




Not
Critical

Vey
Critical

7. Methodologiesfor measuring
savingsor performance

Not
Implemented

Broadly
| mplemented

1 2 3 4 5

(v) Measurement systems support
the calculation of the return on
investment for individua projects

1 2 3 4 5

7c. Please identify the ONE that best describes your prediction of your company’s sourcing effortsin threeto
five yearstime. Please tick only one answer.

(7) Methodologies | No standard There are some Thereis aset of Thereisa

for measured guidelinesfor general guidelines | guidelinesfor comprehensive

savings measuring and for measuring and | measuring and system for
validating savings | validating savings | validating savings | measuring and
from international | from international | from global validating savings
purchasing purchasing sourcing from global
initiatives. initiatives. initiatives. sourcing

initiatives.
3—-5yearstime m m i o

For 8a. and 8b.: Please circle the numbers that best describes your opinion.

8a Pleaseidentify how critical 8b. Please indicate the degree to
each of thefollowing itemsareto | 8. Qualified personnel which your firm currently has
the effectiveness of your firm's implemented the following
sourcing strategy. practices.
Not Very Not Broadly
Critical Critical Implemented | mplemented
(i) Developing the skills unique
1 2 3 4 5 to international purchasing and 1 2 3 4 5
global sourcing

1 2 3 4 5 (if) Developing communication 1 2 3 4 5
skills

1 2 3 4 5 (iii) Developing knowledge on 1 2 3 4 5
exchange rates

1 2 3 4 5 (iv) Developing knowledge on 1 2 3 4 5
foreign business practices or
customs

1 2 3 4 5 (V) Understanding global 1 2 3 4 5
opportunities

8c. Pleaseidentify the ONE that best describes your prediction of your company’s sourcing effortsin three to

five yearstime. Pleasetick only one answer.

(8) Qualified Personnel have Personnel involved | Personnel have Involves
per sonnel limited skills and arerequired to knowledge and individuals who
experiencein have some experience to can view supply
purchasing knowledge and the | implement and markets from a
internationally. skillsto purchase | manage globa worldwide
internationally. sourcing efforts. perspective while
collaborating
across functional
boundaries.
3-5yearstime m m i o




FOR COMPANIESTHAT ONLY ENGAGE IN DOMESTIC PURCHASING.

SECTION D: FUTURE SOURCING EFFORTS

For each section, please identify the ONE description that agrees with your prediction of your company’s

sourcing effortsin threeto five years time. Please tick only one answer in each section.

(1) Executive Limited Top management | Thereare Cross-functional
commitment to commitment to support of designated |eaders participate
global sourcing purchase international executive leaders | onaglobal
internationally. purchasing appointed to sourcing steering
emerges. coordinate global committee to
sourcing efforts. coordinate global
sourcing efforts.
3-5yearstime m m =i i
(2) Rigorousand | Informal Decentralised A common global | A well-defined
well-defined international international sourcing process processisin place
process purchasing process | purchasing process | exists across that requires global
exists. exists, where worldwide participants to
different groups locations. establish goals,
use their own meet milestones
tailored process. and report progress
to executive
leaders.
3-5yearstime m m i o
(3) Availability of | Limited resources | Resourcescanbe | Trade-offsare Executive leaders

needed resources | are alocated for made available made on resources | make critical
international should anew between resources (such as
purchasing opportunity arises. | worldwide budgets and
activities. locations. personnel)
availableto
support global
initiatives.
3-5yearstime m m o i
(4) Integration Limited need for Some form of An integrated A fully integrated
through integration through | information system | information system | information system
information technol ogy. existstofacilitate | has been links sourcing
technology exchanges of established to activitieswith
information. facilitate global other functional
sourcing groups (new
initiatives. product
devel opment,
engineering,
operations,
marketing) from
worldwide
locations.
3-5yearstime m m =i i




(5) Supportive The organisational | International Anorganisational | An organisational
organisational structure supports | purchasing exists | structure that structure that
design limited but are not well coordinates global | coordinates global
international coordinated across | sourcing activities | sourcing activities
purchasing worldwide buying | has been across worldwide
activities. Sites. established across | locations and with
worldwide other functional
locations. groups.
3-5yearstime m m o i
(6) Structured Limited A standard The integration Theintegration
approachesto communication procedure has been | and coordination and coordination

communication

and coordination
between

established across
departments, for

across worldwide
buying locations

across worldwide
buying locations

departments, for international arefacilitated by a | and functional
international purchasing structured groups are
purchasing activities. communication facilitated by an
activities. approach. advanced and
extensive
communication
approach.
3-5yearstime m m i o
(7) Methodologies | No standard There are some Thereisaset of Thereisa
for measured guidelinesfor general guidelines | guidelinesfor comprehensive
savings measuring and for measuring and | measuring and system for
validating savings | validating savings | validating savings | measuring and
frominternational | frominternational | from global validating savings
purchasing purchasing sourcing from global
initiatives. initiatives. initiatives. sourcing
initiatives.
3—-5yearstime m m i O
(8) Qualified Personnel have Personnel involved | Personnel have Involves
personnel l[imited skills and arerequired to knowledge and individuals who
experiencein have some experience to can view supply
purchasing knowledge and the | implement and markets from a
internationally. skillsto purchase | manage global worldwide
internationally. sourcing efforts. perspective while
collaborating
across functional
boundaries.
3-5yearstime m m =i i

©OOOOOOOOOOOOOOOOOOOOOOOENDOOOOOOOOOOOOOOOOOOOOOOOOOO

Thisistheend of the survey. Thank you very much for your time.




Appendix 7 — Case summary template

Thisisatemplate of the summary for the data collected from interviews conducted for
this research. This template provides explanation on the factors that were discussed

during each interview. .

Case (#)

Company Description
Manufacturing or Consulting Company
Role of Interviewee

Current sourcing level

This section categorises the interviewees
company’s current sourcing level from a
list of five sourcing levels.

Factor 1: Executive commitment to
global sourcing

This section explains:
¢ therole of the executive leadership in the
development and implementation of the
global sourcing strategy.
¢ the process owner of the global sourcing
strategy.

Factor 2: Rigorous and well-defined
processes

This section explains:
o theglobal sourcing processthat is
implemented in the company.
o the process of how global agreements are
monitored and reviewed.

Factor 3: Availability of needed resour ces

This section explains:

e how critical resources like financia and
human resources are made available to
support the global sourcing process.

e how relevant information is made
accessible and shared among partici pants
of the global sourcing process.

Factor 4: Integration through information
technology

This section explains:

¢ how the company manages al the global
agreements.

¢ theimportance of having compatible
information system with suppliersin
global sourcing initiatives.

Factor 5: Supportive organisational design

This section explains:

¢ which department/team/committeeis
responsi ble to oversee the globa sourcing
process, from the sourcing strategy
development, identification of global
opportunities, to development of sourcing
agreements.

o whether the company practice purchasing
volumes aggregated on aworldwide basis
for important categories of goods and
services.




Factor 6. Structured approaches to
communication and relationship building
with suppliers

This section explains:

e the communication and coordination tools
that the company uses to communicate
with different departmentsin the
company and with business partners
worldwide.

e how potential suppliers areidentified.

e how the relationship with current
suppliers are managed.

Factor 7. Methodologies for measuring
savingsor performance

This section explains:

e how sourcing goals are established and
linked to the overall company objectives.

e what measures the company uses to
evauate performance improvements or
benefits from global sourcing initiatives

e to whom and where the performance
reports are distributed.

Factor 8: Qualified personnel

This section explains:

¢ the knowledge and skills that purchasing
personnel need to possess that is regarded
as important to perform global sourcing
successfully.

e thekind of trainings that are regarded as
important for the purchasing personnel in
the company for them to perform
effectively.

Between the eight factors, top three
factors considered most important

This section identifies the top three factors
that were identified most important by the
interviewees in the implementation of
global sourcing in the company.

Other factorsthat were considered as
important

This section discusses additional factors
that were considered important by the
interviewee in the implementation of global
sourcing in the company.




Case (#)

Company
M anufacturing Company
Role of I nterviewee:

Current sourcing level

Factor 1:
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Appendix 8 - Case summaries

1. | Case2A | Manufacturing Company
2. | Case 2B | Manufacturing Company
3. | Case2C | Manufacturing Company
4. | Case 3A | Manufacturing Company
5. | Case 3B | Manufacturing Company
6. | Case 3C | Manufacturing Company
7. | Case3D | Manufacturing Company
8. | Case 3E | Manufacturing Company
9. | Case4A | Manufacturing Company
10| Case4B | Manufacturing Company
11| Case 5A | Manufacturing Company
12| Case 5B | Manufacturing Company
13| Case 5C | Manufacturing Company
14| Case 5D | Manufacturing Company
15| Case 5E | Manufacturing Company
16.| Case5F | Manufacturing Company
17| Case 5G | Manufacturing Company
18| Case AA | Consulting Company

19| Case BB | Consulting Company

20, Case CC | Consulting Company




Case (2A)

Focused consumer products company

Manufacturing Company

Role of Interviewee: Category Supply Director and Head of the
Group Procurement Network

Current sourcing
level

Level 2—Engage in international purchasing as-needed.

Factor 1:
Executive
commitment to
global sourcing

Role of the executive leader ship

¢ Littleinvolvement. The company has multiple manufacturing
locations across the world, centring more and more on Asia
Pacific. And each has a supply chain director responsible for a
cluster of factories.

e Cutting across al of thoseis avirtual procurement network. If
thereis arequirement for innovation, Case 2A will usethis
network to help source from a certain country and provide
information that they require. Thisis not aformal centralised
function. It'samost virtual. The virtual procurement network
comprises representatives from the different categories.

e Thereisamatrix systemin place. The personnel work in
category teams and also part of their day job isto support the
virtual procurement network.

Process owner of the global sourcing strategy

e Head of Procurement Network is the process owner to
implement global sourcing strategy.

Factor 2:
Rigorous and well-
defined processes

The global sourcing process

o ldentify aproduct requirement and then from there use the
network and sources globally to understand sources of
innovation and cost savings.

e Thereisin place aprocess of validating any new suppliers that
have been identified using a supplier questionnaire.

e Thesupplier questionnaireis split into four elements — (1) the
company itself, (2) their quality management systems, (3) their
environmenta controls and accreditations, and (4) packaging.

o Also ask some questions about the human side of the business.

¢ Upon the completion of the questionnaire, it will be reviewed.

o If acceptable, then move to the next stage of sending in a person
from the company to go and do a quality audit of the facility.

e Assuming that’s successful, then the final stepsisto do areview
of the criticality of the supplier. How much will the company
spend with this supplier, what sort of serviceswill the supplier
provide and afinancial assessment of the company.

e Then they will become avalidated supplier

How global agreements are monitored and reviewed

e Case 2A normally trades with suppliers on amonthly basis, so
there are monthly purchase orders.

o Either meets with the supplier on a quarterly or half ayear or
yearly basis.

e It'sacombination of monthly communication, half yearly or
yearly formal supplier reviews.




Factor 3:
Availability of
needed resour ces

How critical resources made available

e Have theright buying resource in place to support any global
Sourcing process.

¢ It'skey to have the right people, the right buyers and the right
skill sets, particularly understanding local culture and local ways
of doing business.

¢ Recruited alocal person in Chinawith good procurement skills
and knowledge of the area.

How relevant infor mation is made accessible and shared

o Relevant information is not readily available because of the

disparate systems that Case 2A hasin place.

At the moment awall to wall SAP systems is implemented.

At the moment there is no visibility.

But it is considered critical to any process.

Share volumes data either actua or estimated volumes with

suppliers, discuss target pricing. Don't share selling data with

suppliers. Information is shared through face to face meeting,

spreadsheet or email, depending on the location.

Factor 4:
Integration through
information
technology

How global agreements ar e managed

e Case 2A hasacentra repository, but it’s not a system.

o It'smorelikethe group legal team that deal with the repository
of this data.

e Because they monitor and work with their supplierson adaily
basis, they know without aformal warning system when things
will expire.

Importance of having compatible information system with

suppliers

e Don't actually seeit at this stage as being that important.

e Theuse of email, spreadsheetsisfine, compatibility at that level
is sufficient.

¢ Implemented SAP and several of their suppliersare on SAP or a
similar system where they could exchange data,

¢ Aslong asthe suppliers have the ahility to read and understand
the documentsin word, excel spreadsheet and email.

Factor 5:
Supportive
organisational design

Internal group responsibleto over see the global sourcing

process

e TheHead of the Group Procurement Network is responsible for
the process and draft templates to use on agreements.

¢ It’sthe category team’ s responsibility to identify global
opportunities and devel op them into sourcing agreements. They
are also responsible to implement tools and techniques that the
Head of the Group Procurement Network has identified.

Purchasing volumes aggregated on aworldwide basis

¢ Practice purchasing volumes aggregated on aworldwide basis.

¢ Practice purchasing volumes aggregated with multiple supply
points pulling on that global contract.

o Do aggregate cross the category, for example for packaging of
cardboard and aluminium sachets consolidate all of that in order
to try and get better negotiation.




Factor 6:

Structured
approachesto
communication and
relationship building
with suppliers

Communication and coor dination tools

e Email and faceto face sessions.

¢ If thereislaunching of new products, thereis a project
management team who facilitate this communication and
coordination.

e A combination of a good strong project manager who will do the
coordination and the communication through face to face and
email.

How potential suppliersareidentified

e Multiple sources such as through other suppliers, websites,
recommendations and some suppliersjust approach the
company.

How relationship with current suppliers are managed

e Frequency of visiting suppliers depends on how the company
rates the suppliersin terms of importance of the suppliersto the
company, risk of the product and whether the product is single
sourced or multiple sourced. Thisisaformal process.

e Measure supplier performance within an agreed lead time.
Measure the delivery performance and quality of product.
Identify and state a specification of the product that is expected
and measure the suppliers against that. If a product arrives and it
doesn’'t make that expectation, the suppliers are rated
accordingly. Feedback and some corrective action will also be
given.

e Formal calculations of performance review are done on a
monthly basis, however if there are any pressing issues and
deterioration in quality of the product, it will be addresses
Sooner.

e Somebody in the supply and logistics team who places the
purchases orders has a day to day operational relationship with
his equivalent in the suppliers. And that relationship is more
detailed, more operational and multiple times per month. Sitting
above them are the lead buyers, and they’ ve got a set of finished
goods suppliers each. And so for negotiations and any more
formal activities, the lead buyer will interact with the supplier.

Factor 7:

M ethodologies for
measuring savings or
performance

How sour cing goals ar e established and linked to the overall

company objectives

o Pull together the budget process and as part of that, identify
ways if the budget istoo high, set in a strive number on how to
make savings. Then work with the buyers on where savings can
be made and prioritise accordingly.

e “Atthemomentitisn’tideal, it should be the other way around.
What we need to cover isfirstly to understand our global
purchasing spend map. Once we' ve identified that then we can
analyse where we can get benefits across category and keep it as
amore formal process on review and opportunities, prioritising
them, time to implement the goals, so we' d probably need a
more formal way of capturing opportunities and implementing
opportunities’.

M easuresto evaluate performance improvementsor benefits

from global sourcing

¢ The only method at the moment is a quarterly finance review
which tracks how the company is doing against the targets.




Performance reportsdistribution

e |t goesto the category teams, and to the factories. So how the
factories performing against the number that were allocated as
part as the budget process.

e Site managers arein charge in the factories and they will have
buyers working on all of the factories. The factory managers, a
cluster of them will report to a Category Supply Director.

Factor 8:
Qualified personnel

Knowledge and skills

e It'sabout proven capability and purchasing.

e |It'snot essential to have aformal qualification like CIPS.

¢ Find somebody with the right attitude, who can procure, got a
good track record on negotiation, and that’ s the key thing in
terms of the person.

e Location wise, it'simportant for exampleif purchasing in China
somebody has an extremely good understanding of culture from
businessin China

¢ Recruit local people to overcome any language and cultural
barriers.

Training

e The company supports employeesto do aformal qualification,
CIPS or any other forms of qualifications, degree.

e Thereissupport on cultural trading through Communicaid down
in London to do a cultural awareness course on doing business
in China

e Support if the employee needs training on negotiation, finance,
business awareness or any other general business course.

e There are no formal training programs in house.

Between the eight

factors, top three

factorsconsidered
most important

1. Rigorous and well-defined processes

2. Structured approaches to communication and relationship
building with suppliers

3. Qualified personnel

Other factorsthat
wereconsidered as
important

Reward and recognition for the buyers. For them to feel part of a
network of a successful function.

“In future, firstly we're going to strengthen the purchasing elements
of the business, the supplier relationships. Then pulling together for
a big workshop all of the procurement representatives again. And
communicate tools, techniques; | guess reinforcing their role and
starting to practice procuring on aglobal scale. In paralel start
looking at ways of measuring savings and performance”.




Case (2B)

Digtillery of single malt whisky
Manufacturing Company
Role of I nterviewee: Operations Director

Current sourcing
level

Level 2 - Engage in international purchasing as-needed.

Factor 1:
Executive
commitment to
global sourcing

Role of the executive leader ship

e Providing some leadership and direction

¢ Objective setting.

e Targets about the degree of global sourcing that isrequired and
cost reductions.

¢ Determine what proportionate of spend should be done through
global partners.

Process owner of the global sourcing strategy

e Group Operations Director

Factor 2:
Rigorous and well-
defined processes

The global sourcing process

e Themain focus of Case 2B’ s activity is to increase procurement
from the Far East and thereis an office in the Far East that
facilitates that.

o The process starts off with identifying the local requirements
and identifying what the factory needs

e Thenthelist of needsis passed to a group in Singapore who
looks at whether it can be sourced locally or sourced cheaper in
the Far East than in the UK.

o It'sfairly ad-hoc; it's not avery formal process.

e The second part of the processis reporting the proportion of the
business that is being rearranged globally.

o Within Europe, there are aso meetingsto look at common
supply base and have agreements with some suppliers to pool
needs, like glass bottles and try to negotiate with one or two
suppliers globally.

How global agreements are monitored and reviewed

e There are quarterly meetings of the procurement managers who
share information at meetings and share progress against the
targets.

e Case 2B have four main production sites, two people centrally,
there are six procurement managersin total, one for each site.

Factor 3:
Availability of
needed resour ces

How critical resources made available

e Case 2B didn't have any manufacturing base in the Far East
initialy.

e Having the right peoplein theright placeis very critical, so a
team is established there to eliminate constraints. Financial
resources are not a problem. There is some central support from
the parent company, but most of it is internal which is managed
by the Finance Department.

How relevant information is made accessible and shared

e It'spoorly done.

e There'sno formal structure.

o Locally, information is obtained from the system.

o Collectively it'sjust shared through spreadsheets, email and
meetings.

e Thegroup uses SAP.




Factor 4:
Integration through
information
technology

How global agreements ar e managed

¢ One of the procurement people will lead the process of forming
aglobal agreement with any company.

e The contract isthen shared with everyone else.

e Each supplier would have an owner and that person is
responsible for maintaining that contract.

e Thereisn’t acontract repository.

Importance of having compatible information system with

suppliers

¢ It'squite important to have a compatible information system.

e Some suppliers, Case 2B isvery integrated with, and others they
are not integrated at all,

¢ It'simportant that suppliers can readily accessinformation on
supply and forecasting.

o “Wedon't need compatible systems but they need accessinto
our systems.”

e Shareinformation with suppliers electronically.

e The suppliers enter into aweb link where they can see demand
to their products.

o The benefit of having compatible information system: (1) If
things changed, it gets noticed quicker. (2) It pushes away the
responsibility to the supplier. It makes the supplier more
accountable.

Factor 5:
Supportive
organisational design

Internal group responsibleto over see the global sourcing

process

e A team of procurement experts.

e Theteam meets ad hoc four times a year.

e There sno one specifically responsible.

e Theteam looks at their targets between them and set up
objectives which are then taken on by the Global Operations
Manager.

o The Global Operations Manager pulls this committee together,
but the committee themselves ook at what the opportunities are
and where they can source together.

Purchasing volumes aggregated on aworldwide basis

e Practice purchasing volumes aggregated on aworldwide basis.

e Case 2B has very few common components but they have
common suppliers.

Factor 6:

Structured
approachesto
communication and
relationship building
with suppliers

Communication and coor dination tools

o Email.

e Financia systemsthat give an overview of the business.

e Use SAPin most cases.

How potential suppliers areidentified

e Through relationship with existing procurement people.

e There sno particular strategy.

¢ It'sdone through local knowledge normally.

o If Case 2B issearching for new suppliers, they would probably
use athird party, a consultant company that has a supply base
somewhere elsein the world or for a particular component, if
Case 2B islooking for something new.

e Askinthegroup if anyone has dealt with thistype of supplier
before, this type of component.

e Thisprocessisvery ad hoc.




e Communicate this process through face to face structured
meetings, while looking at opportunities.

e Usually done just through email and asking questions by picking
up the phone.

How relationship with current suppliers are managed

e Have visitsto audit the suppliers.

o There' s an assessment on the supplier’ stechnical and quality
capability.

o Thereisaso adtraightforward cost negotiation having identified
the component or identified the standard that is required.

e Case 2B makes sure the suppliers are capable of doing what has
been agreed upon.

e Case 2B runs avendor rating system, where the suppliers are
rated on quality delivery and cost.

o The assessment is done once ayear for al the major suppliers.

e Thisisaformal vendor rating system and non conformance
system.

Factor 7:
M ethodologies for
measuring savings or

How sour cing goals ar e established and linked to the overall
company objectives
e Thetop of the combined group decides how much money Case

performance 2B need to save and that becomes the objective.

¢ It'sbased on a corporate need, someone would just simply
decide a number and then that would be passed down, from top
of the combined group.

¢ Thetop management would cut up the percentage by deciding
that if a certain group is 10 percent of the spend, so that group
should have 10 percent of the objective.

e There are other objectives like sourcing from Asia where the top
of the combined group might set a percentage or might just be a
directive that the group will have to source from a certain
company.

M easuresto evaluate performance improvements or benefits

from global sourcing

e They are only financial.

e They will be cost comparisons or cost savings.

e The Global Operations Director isin charge of this.

Performance reportsdistribution

¢ The performance reports are distributed to site managers and
procurement managers quarterly.

¢ The performance reports are not part of the group scorecard.

e Thereisnothing on costs of goodsin it.

o For the group, thisisjust a separate measure which reports
whether targets and objectives have been met.

Factor 8: Knowledge and skills

Qualified personnel

e Themost important skill is networking skills.

e Case 2B sourcesin afairly ad hoc way, so if the person is not
very strong at forming relationships and knows how to use those
relationships to get information and get peopleto do things, it
doesn’'t happen. It’s a primary skill.

o They need good negotiating skills.

e The ability to work in an ad hoc network that isn't very
structured and balance the needs of the local company with the
needs of the group.




It's those interpersonal skills and commercial skillsthat are most
critical.

Case 2B has people locally in the markets were they are buying
in.

People designated in those markets will have to deal with local
suppliers.

There are company corporate guidelines on how to deal with
suppliers ethically.

It isimportant to have those local contactsto really make it
work, particularly if sourcing from afar away market where
Case 2B might not fully understand the culture.

It's amixture of network people at the manufacturing sites
working with good local people who can implement the
objectives.

Don't think CIPS isimportant. It's important to know how the
supply chain works and ability to negotiate.

Training

Leadership, ableto lead.

Don't provide training in terms of technical issues.

Provide trainings around interpersonal and leadership skills.
Provide training in house as a group.

Do external training as well.

Article “Improving organizational performance through
improving our people’ - asagroup Case 2B isvery keento
retain and progress high performing people. If thereisan
individual that is a high performer then the company will work
hard to retain that person and develop that person. Asagroup
Case 2B needs to develop the overall competence, so Case 2B
works hard on raising the interpersonal skills of people in the
group. Retention is a very key issue especialy in the global
organisation which is dependant on networking. Retain
employees by paying them better and offer some career
progression. Case 2B doesn’t want to lose people because it
takes along while to rebuild the network if someone new comes
in.

Article on sector skills agreement — Case 2B globally try to
work through with groups of companies on forming a high level
agreement to look at sectors and form sector skills agreements.
The manufacturing sector in the UK is very poorly supported in
terms of the people coming in to manufacture. There are not a
lot of people coming into manufacturing. The sector skills
agreements are looking at for instance, food & drink and what
skillsare needed in food & drinks, assigning up to agreeto
support those skills by providing training or using common
training or common language. The people are developed in
different ways; it might be through vocational qualifications or
through collective training with other manufacturers. It s about
retention within the sector.

Investorsin People — Case 2B is an Investors in People
company. They have alearning centre, a certain amount of
investment on devel opment of people, and a structured
performance management system. Investorsin Peopleislike an
accreditation for development. Case 2B has a structured training
and development plan for their employees.




Between the eight

factors, top three

factorsconsidered
most important

1. Executive commitment to global sourcing.

2. Structured approaches to communication and relationship
building with suppliers.

3. Qualified personnel.

Other factorsthat
were considered as
important

Having very well defined needs, great standards, need great
specifications and really understand what it isthat the company is
trying to buy. It's aweakness initially that not all companies have
very well defined needs in terms of having common specifications
that are clearly understood by the supplier. The biggest issueis
probably around quality mainly. “ There needs to be a structured
specification. A specification that’s very completein terms of the
company’ s requirements including on how you want it delivered,
what your lead times are aswell as the technical specifications what
you'retrying to buy.” “Thisisakey part of the global sourcing
process, whether it's global or local it's still important, but it’s more
important if you try to go global, if you’re local you canfill inalot
those blanks by talking to people or working with your supplier, but
when you' re along distance from your supplier or maybe going
through athird party it's much more important that you have a very
rigorous spec system”.

Case (2C)

Advanced technology company
Manufacturing Company
Role of I nterviewee: Trade Development Director

Current sourcing
level

Level 2—Engage in international purchasing as-needed

Factor 1:
Executive
commitment to
global sourcing

Role of the executive leader ship

o Thereisexecutive leadership within the corporation both from
the United States (US) and the United Kingdom (UK).

e The executive leadership develop strategies and dealswith
issues such as offset or industrial participation.

¢ No formal global sourcing strategy given the nature of what the
company does which deals with high levels of security
classifications.

Process owner of the global sourcing strategy

o Trade Development Manager in the UK

o Globa Supply Chain Manager in the US

Factor 2:
Rigorous and well-
defined processes

The global sourcing process

e Thereisn’'t aglobal sourcing process.

e Operate within the bounds of the security and classifications of
the product and services that the company offers.

o Will beinfluenced by factors such as offset and industrial
participation being imposed on the company by international
customers.

¢ High percentage of the company’s customer base is Ministry of
Defence and afew government departments.

How global agreements are monitored and reviewed

¢ No global agreements as such.




Factor 3:
Availability of
needed resour ces

How critical resources made available

e Pull human and financial resources on a program by program
basis.

e Pull down the resources as necessary from domestic
procurement and these would be funded through internal
budgets.

e The company has a matrix organisation, there are splits. For the
element of procurement which are classified as commodity type,
raw material, electronic components and genera IT, thereisa
formal group responsible for that procurement called a
commercia procurement group

e For product related procurement, it is part of the integrated
product teams.

How relevant infor mation is made accessible and shared

e Don't have aformal global sourcing process, so consolidate
regquirements through the businesses in the UK for the
commercial type itemsto gain leverage.

e Go back to US aswell to try and leverage their agreements and
gain access to the supply chain to multinational international .
Try to get the same agreements by consolidating requirements
and getting the leverage.

Factor 4:
Integration through
information
technology

How global agreements ar e managed

e Corporate agreements are individually managed by managers
responsible to track through the life of the agreement.

e For procurement related, the contract managers are under the
commercia department.

e Have acontract repository in the US, not necessarily in the UK.

e Thereisacontract repository but it’s stored electronically, like
an e-doc type of arrangement.

Importance of having compatible information system with

suppliers

e It'scritical to move the business like e-commerce.

¢ The company isimplementing programs that negate the need for
paper transactions and looking at eectronic P2P, having shared
data environment to allow access to technical specifications.

e Benefit: Saving on hard copy printing and cost of postage. Time
factor, having things available on aweb based portal and
through shared data environment gives an immediate access,
configuration management and control.

Factor 5:
Supportive
organisational design

Internal group responsibleto over see the global sourcing

process

¢ Inthe US, the globa supply chain management organisation
oversees and coordinates the global sourcing process.

¢ Inthe UK, the commercial procurement group isin charge.

Purchasing volumes aggregated on aworldwide basis

e Yes, through US. The company will look across the 100 or so
operating sitesin the US, to consolidate requirements for items
that possible, mainly looking at probably IT requirements on
global agreementsfor the likes of Dell or IBM, to get access to
the price and at least the discount structures.




Factor 6:

Structured
approachesto
communication and
relationship building
with suppliers

Communication and coor dination tools

¢ Predominantly work with bespoke requests information.

¢ Not using any formalised set of software from one suppliersand
another to receive thisinformation.

e Basically use the normal kind of email, reports, and performance
criteria.

e Have SAPin one of the facilitiesin UK, which is operationd to
certain degree, it'snot fully connected in through as yet from
the procurement related data.

¢ Conduct more face to face meetings of instead of having it
through internet.

e Use Intranet for internal communications.

o With suppliers, there will be awhole specific set on supplier net
portals that the suppliers will be expected to engage with.

How potential suppliersareidentified

e Start to work with traditional sources, trade shows, to alesser
extent these days, catal ogues, search the web, welcome contacts
from supplier’ s lower down the supply chain.

o Thedefenceindustry isrelatively quite small compared to other
industries so the company has afair knowledge, kind of personal
aswell of corporate knowledge and databases of capabilities of
suppliers.

o Sometimes suppliers approach the company with anew idea,
then the company will consider to see how it could work as
solutions or programs.

How relationship with current suppliers are managed

¢ Rolling out the relationship management program very much
based on the SBAC but more the RMM (Relationship
Measurement Matrix) side, looking at formal relationship
management exercises etc. and to look and identify the
strengths, weaknesses and conduct a gap analysis, put corrective
actionsin.

e Measurement for your suppliers - typical Quality, Cost, Delivery
(QCD), a new performance based programs very much around
the matrix. Weighing on time deliveries, the quality, and the
COStS.

Factor 7:

M ethodologies for
measuring savings or
performance

How sour cing goals ar e established and linked to the overall

company objectives

e Have anumber of programs.

e Theoveral company strategies would include the red and green
analysis of suppliersin terms of whether they are potential
programs.

e Measuring a part of the corporate measure, certain new
initiatives, the adoption and roll out of those programs.

e A green program isasupplier who is exhibiting, delivering on
time and cost, on quality and those programs that start to deviate
from that becomes identified for yellow and then red depending
on how critical they are and to the overall solution being
delivered.

o If thereisardatively small value subcontract but if it iscritical
to the overall solution, it can be easily become tailored or tagged
as red and then would then get additional management attention
in terms of level of review, that is conducted weekly or even




daily basis.

e Therearethree colours, red, amber and green. Green for those
programs that are running. Amber for starting to go off target
and then when it’ s off and have problems, they become red.

e Those are highlighted and distributed amongst the company.

M easuresto evaluate performance improvementsor benefits

from global sourcing

e QCD would give a start to give background information.

e The RMM would give additional information.

e The FQM model could work with the company and the suppliers
in terms of improvement.

e Do alot of activity in the lean six sigma area working with the
suppliers.

Performance reportsdistribution

o Distributed through the supply chain management organisation
but also down into the company’ s enterprise excellence people
as well as the program management.

o Distributed on a case by case basis, no determined time frame
for report distribution.

Factor 8:
Qualified personnel

Knowledge and skills

e Look for people starting with a degree level education, or
equivalent.

e Sincethe company is heavily engineering or IT based
organisation, if they’ re coming through other sources, people
coming in with those qualification and then being stepped over
the commercial side will be looked on quite favourably.

Training
e Have aformal training program which is based on experience
and steps people up over a number of years, with a number
levels of training and which areinternal programs, for example
subcontract program management
e Have aquite structured system.
¢ Negotiation skills, risk management skills, production of
integrated master schedules, clearly defined blueprints,
relationship management.
¢ Assessment of what the employee need to have is done annually,
with the employee'simmediate supervisor.
e Thereisamatrix against the employee skill and competency
level.
¢ Between the supervisor and the employee, they will look to map
out where the current skill level isincluding taking account on
job training.

Between the eight

factors, top three

factors considered
most important

1. Qualified personnel

2. Rigorous and well defined processes

3. Structured approach to communications and relationship building
with suppliers

Other factorsthat
were considered as
important

e Sensitivity of the product.

¢ The nature of the defence market even opposed to the aerospace
side, because of the restrictions on where technical data can be
distributed to.

¢ |t does not permit the level of global sourcing likein fast




moving consumer goods, the automotive industry and cosmetics
industries or pharmaceutical industries.

e The company isfar more constrained on which countries the
company can source from and therefore which companies the
company can work with.

Case (3A)

A global company engaged in the development, delivery and
support of advanced defence and aer ospace systems.

Manufacturing Company
Role of Interviewee: Procurement Performance Excellence
M anager

Current sourcing
level

Level 3 - International purchasing as part of sourcing strategy.

Factor 1:
Executive
commitment to
global sourcing

Role of the executive leader ship

e The Group Procurement Director determines what are the
priorities for procurement based on the business need and the
Integrated Business Plan.

e The executive leadership annually put together the Integrated
Business Plan which contains things that have to do with
markets, procurement, engineering, and all the main functions.

e The company is measured very carefully against the Integrated
Business Plan.

o The executive leadership sets the vision and the direction, and
that then cascadesto individual objectives and down to the next
level and so on and so forth.

e Thetop level vision direction gets turn into specific objectives
appropriate to the level being planned in the organisation.

¢ Then the specific objectives are formally reviewed twice a year.

¢ The executive leadership gets a bonus on achieving what was set
out in the Integrated Business Plan.

e The procurement sourcing community is about 1400 people and
Case 3A makes sure the personnel are qualified and motivated,
so they put in alot of effort in the personal development of the
procurement people. They support employees by having
personnel development plans so that they got the right skills.

¢ And the reason Case 3A needs to emphasise on thisis because
they are about 70% bought out and the supply chainisn’'t an
optional part of the business.

e Itisvery important that the leaders support al levels of the
organisation and making sure they got the right procurement
skills.

¢ The company breaks down into 3 areas, on major equipment,
direct commodities and indirect.

o Case 3A putsthe strategies together to position them in the best
position to source most effectively.

¢ For the major equipment, thereisaMajor Equipment Supplier
Programme, which Case 3A runs with about their top ten
suppliersin the company. Case 3A manages to obtain leverage
through aggregating that demand across the company.

e For direct commodities and indirect procurement, Case 3A has
Sourcing Councils to aggregate demand across the company.




o Thereisasystem caled ISIS, the Integrated Supply And
Information System. The database is used to make any sourcing
decision. It providesinformation on which suppliers Case 3A is
using today, what the spend is and the supplier’ s performance.

¢ Inthe defence market there' s athing called offset. Offsetisa
compensation to the host government for spending this money
on the aircraft, the systems and services and so on. Part of that
offset, requires Case 3A to source within a specific country.
Some of the sourcing decisions are directly impacted by offset,
which is anecessary precursor to making the sale. To make the
sale, thereis probably a certain percentage that has to be sourced
locally. And that presents Case 3A with a challenge because that
infrastructure might not be there.

¢ With sophisticated technology, the suppliers need to have a
reputation of good quality products. Case 3A wouldn't opt for
cheaper products and compromises on quality.

Process owner of the global sourcing strategy

e Group Procurement Director

Factor 2:
Rigorous and well-
defined processes

The global sourcing process

e For adirect commodity, Case 3A would look at their Sourcing
Councilsfor advice on where to get the best dea's, where the
best suppliers are.

o With an offset obligation, it limits where Case 3A can source
from. Case 3A needsto avoid at al cost on putting risk into the
process and are quite happy to pay a bit more money to make
sure whatever they were buying worked and are integrated with
the rest of the systems, rather than taking too much of a chance,
using a supplier they have got no history with.

e Switching costs from one supplier to the other, in the defence
industry are generally quite expensive.

o Generaly Case 3A would use a supply base that they
understand.

e Case 3A isvery active at looking for new technol ogies and new
sources of supply but is very cautious in the selection process
because the stakes are so high and getting it wrong can cause the
company alot of money.

¢ The Sourcing Councils gives advise and don’'t make the
decisions on which supplier would be chosen.

o Ultimately the decision, the power, the spend, and soonis
rightfully with the projects. The projects send out the purchase
ordersinstead of the purchasing function.

¢ The purchasing function sets the policy and strategy around
hel ping people to develop skills, education, and works with
other functions to make sure the company’ s tied up.

e Thefunction might get involved in, if one project can’'t agree
with another project, and becomes the referee.

e Butingenera it's up to those who handle the projects.

How global agreements are monitored and reviewed

¢ Inagloba agreement, an agreed framework will be set up.

e Case 3A will monitor compliance.

¢ Inaframework agreement for a certain product, Case 3A will
look in the SIS systems, supplier intelligence systems, who is
buying the product, where, why aren’t they buying from the




preferred source of washes, what is the reason for that and
monitor that quite closely.

Factor 3:
Availability of
needed resour ces

How critical resources made available

o All the specidigts, finance, HR, engineer, and so on play their
part in the integrated project team.

¢ Inone project, there's somebody from HR, finance and so on.

¢ Thefunctionsin the company are very small.

¢ The procurement function has about 12 people. It's the same for
HR and for engineering. 1400 key people are in the projects. All
the resources arein the projects.

e The company inthe middle is very small.

o The projects have got the right staff with the range of skillsto
discharge the project.

How relevant information is made accessible and shared

e Through the Integrated Supply Information System (1SIS) which
is the database of the 15000 companies Case 3A uses.

e Thedatabase is availableto procurement and supply chain
people.

o They can see who places the purchase order, when, what's
outstanding, what' s debt, and so on.

Factor 4:
Integration through
information
technology

How global agreements ar e managed

e Physical document and framework agreements are posted online
in I1SIS and employees can get information from there.

Importance of having compatible information system with

suppliers

e Interms of information systems, Case 3A founded a company
caled EXOSTAR, atrading portal.

e Case 3A, together with the defence and aerospace community,
set up a company, put money into it and create a trading portal
called EXOSTAR.

o EXOSTAR alows online auctions with the suppliers of that
particular commodity, receive payment through it, put purchase
orders out through it and to some extent you can share design
information through it, but it’s read only.

e Maybe 50,000 or 60,000 companies or suppliers are registered
on EXOSTAR.

e Companies put their supplier profile which includes their
capabilities and capacities. Thisinformation will be useful when
Case 3A islooking for new suppliers.

o Thesuppliers can register with EXOSTAR and it’ s free of
charge.

e Case 3A hasgot atrading platform that they use through the
entire defence supply base and supplement it with their ISIS
system.

¢ |ISISisinternal and so no suppliers get accessto that. It'shasall
the spend information.

o EXOSTAR, anybody can sign up onit.

o The EXOSTAR isvery specific for the aerospace and defence
community.




Factor 5:
Supportive
organisational design

Internal group responsibleto over see the global sourcing

process

¢ It depends on the three elements, major equipment, direct
commodities and indirect commodities.

¢ For major equipment, the guys responsible for strategies and
major equipment, Case 3A appoints a procurement director to
lead. With their top suppliers, there's a specific procurement
director as the sponsor, and he will lead the rest of the company,
whether its guys from air systems, land systems, sea systems, to
support one agreement with major suppliers on behalf of the
corporation.

e At direct commodities, they would take advice from the
Sourcing Council, if it’swithin their scope. Some direct
commodities the Sourcing Council does not cover. The Sourcing
Council will look at commodities that they are spending the
most on. The framework agreements would be set up, and it
would lead to discussions on behalf of the company and it would
make sure people are aware where these framework agreements
arein place. And then monitor compliance.

¢ For indirect procurement, based on the arrangement, when there
isaselected preferred supplier, everybody is expected to use the
preferred supplier. They would also monitor compliance.

e Sotheseactivitiesareall led at aminimum, by a procurement
director.

Purchasing volumes aggregated on aworldwide basis

¢ Practise purchasing volumes aggregated on a worldwide basis.

e Best example of that would be the commodities, the direct and
indirect.

e For example, duminium. Case 3A is not abig user of
aluminium Case 3A will aggregate their demand and look for
similar companiesto aggregate with their demand and try to
aggregate that volume and get a better deal that way.

¢ Anything that’s important to Case 3A, they will aways ook to
aggregate demand as practically as possible, to put themin a
better position in negotiations.

e “Aggregating demand, it should be 2™ nature to a buyer. Coz if
you can aggregate demand with partners, internally and with
partners, it’sjust puts you in a better position all around. So you
can get capacity, get a better price and so on.”

Factor 6:

Structured
approachesto
communication and
relationship building
with suppliers

Communication and coordination tools

e E-mails, intranet, have got SAP but not across the company.
ISIS, externally EXOSTAR.

How potential suppliers areidentified

e Have regular events around the country, invite their suppliers
and anybody with something interesting.

o Case 3A will present some of the challenges at the moment such
as cost challenges, and we just opened it for discussion on new
ideas and good technologies.

e Case 3A identify new potential suppliersin aformal way
through technology watch, which is the scientific community
which are very methodically going around universities and
technological start-up, trying to find out what’s new. It is quite
well networked in terms of the business community and the
academic community.




e Case 3A constantly does something they call technology
scanning which isjust looking for good ideas all the time. And
then decideisit sufficiently mature to take areal business
interest? And in that case, Case 3A might buy the company, or
buy a share of the company, or invest so that the research can be
done quicker.

e Case 3A put alot of effort because the defenceindustry is avery
competitive industry deals with alot of technology. If they don’t
keep up, they will be left behind. That is why they have the
technology watch.

e Case 3A getsdaily mail shotsfrom suppliers and pays attention
to any new capability in terms of technology.

e Word of mouth.

How relationship with current suppliers are managed

e Through a Supplier Excellence Programme which isrun by the
Procurement Performance Excellence Manager.

e There are two methodol ogies that they use.

e Make sure Case 3A’s senior people meet the supplier’s senior
people as often as practical.

o Keep the meeting focused on the business with structured
agenda, working through issues,

e Case 3A isvery keen on relationship management.

¢ Supply Chain Relationshipsin Action (SCRIA) has aformal
tool called arelationship management matrix, where the supplier
will tells Case 3A what they thought of Case 3A and vice versa.
They then get together and decide whether they can improve the
business relationship.

o Secondly, Case 3A uses supplier management matrix.

e SC21 supply chain in the 21% century has got 3 elements,
accreditation, supply chain development, and relationship
management. This has alot of potential when dealing with
issuesin the supply chain.

Factor 7:

M ethodologies for
measuring savings or
performance

How sour cing goals ar e established and linked to the overall

company objectives

e Through the Integrated Business Plan.

e Top level vision and objectives set by the executive committee.
That then cascades to each appropriate level and then flows
down to peopl€e’s personal objectives.

e The Integrated Business Plan isreviewed twice ayear.

¢ For the executive committee, the bonus depends on achieving
the Integrated Business Plan.

M easuresto evaluate performance improvements or benefits

from global sourcing

e Quality, delivery and cost.

¢ Interms of cost, Case 3A look at either purchase price or total
acquisition cost. Generally, they would look at total acquisition
cost and through life cost more than purchase price.

¢ Interms of performance management, Case 3A sets some
targets for quality and delivery. Initial delivery target is 90% on
time and quality is 95% on time.

Performance reportsdistribution

e Report at the very senior levels by exception. They are not
interested in all the supplier’ s performance. They would be




interested in things such asif there was a problem and the facts
around that problem. In addition, quality of delivery,
performance, commercial issues.

Thereportsare cut in at theright level.

Through the Integrated Business Planning process, the
procurement function for example, hasa plan, and that’s
monitored and reported on with al the procurement directors of
the company.

The Procurement Council meets once every 2 months, to review
the overall performance of the procurement community. They
will provide the report for the main board an exception report.

Factor 8:
Qualified personnel

Knowledge and skills

Need to understand output purchase order.

Need to be able to a have acommercial discussion.

Ideally CIPS qualified.

Increasingly the behavioural aspects, the relationship aspects,
are important.

Relationship management with suppliersisred sort of key
competence for a buyer and procurement person.

There is a competency matrix for all the buyersthat are
reviewed with the manager.

Personal development plans agreed on annually.

Training

Case 3A conducts a Supply Excellence in Business program in
Warwick University.

All of their procurement people go through it.

It's afive week training programme against a number of topics —
projects and risk management, negotiation skills, supply chain
management, personal effectiveness and so on.

Been running it for ten years. When the empl oyees come out of
that course, they’ll be permanent associate member of CIPS.
Then they have an opportunity to become afull member of
CIPS.

Also run an advanced course. It’s called the Season Practitioner
Course for procurement.

If employees want to go for a master’ s degree in procurement
they can.

Case 3A put alot of effort into this.

This programme won a CIPS award.

Those skillsthat are covered in the course are key functional
skills.

The courseisexclusively for BAE.

The course content is reviewed regularly, making sure that it’s
keeps refreshed, on strategic issues and the skills that are needed
in the buyers.

Between the eight

factors, top three

factorsconsidered
most important

1. Qualified personndl.

2. Structured approaches to communication and relationship
building with suppliers

3. Executive commitment to global sourcing

Other factorsthat
were considered as
important




Case (3B)

Global Semiconductor and Nano Technology Company
Manufacturing Company
Role of I nterviewee: Operations M anager

Current sourcing
level

Level 3 —International purchasing as part of sourcing strategy.

Factor 1:
Executive
commitment to
global sourcing

Role of the executive leader ship

e It'squite an important part of global sourcing.

e Strategies from the executive leadership such as outsourcing, the
decision not to go to Chinaand the decision to select acertain
partner who' s based in Europe, from the executive leadership is
then devel oped into projects which will be rolled out by the
operations team.

o The executive leadership are al located in the parent company
Germany.

Process owner of the global sourcing strategy

e The operations manager is responsible for manufacturing,
logistics, purchasing, world wide spares and the factoriesin the
UK.

¢ Interms of the company as awhole group company, the Central
Purchasing Group looks at the different divisionsin the
company.

e The Central Purchasing Group sets strategy and guidelines for
the UK division to follow.

Factor 2:
Rigorous and well-
defined processes

The global sourcing process

e Case 3B triesto buy things as locally as possible with the lowest
price.

e Case 3B buysvery specialist items. So there are alimited
number of peoplein the world that they can buy them from.

e They have to go abroad to purchase items for technical reasons.

e They look at machined itemsin companies which have big
enough capital equipment to machine the large items cost
effectively.

e Case 3B isdriven by cost and technology when the source for
products.

e They have a process and guideline for qualifying suppliers.

o If asupplier isastrategic supplier, which is making a very
important part of the machine, the company will look into the
potential of forming partnerships with the supplier. Technicaly,
the company is looking for companies that are robust
financially.

e There are anumber of factors that effect the decision of
selecting suppliers. For example, the kind of quality systems and
quality control the supplier has.

e Evaluate the suppliers on aregular basis to make sure issues on
quality or on time delivery are addressed in aformal way.

How global agreements are monitored and reviewed

e The Central Purchasing Group negotiates the legal agreements
with suppliers.

e It'sacentrally controlled process.

e Thereisabiglegal department in Germany (where the parent
company is) that deals with the contracts and reviews them.




o There are specific contract guidelinesin place but thereisa
central qualification process of legal contracts.

Factor 3:
Availability of
needed resour ces

How critical resources made available

e Thereissome support from the Central Purchasing Group.

e Locally, it depends on the size of the supplier and how critical
the supplier is.

o |f the supplier is common to Case 3B and other divisions of the
company and if it's acritically important big spend supplier, the
Central Purchasing Group would manage the process on a group
basis.

o Ifit'sasupplier that only Case 3B uses, Case 3B would tend to
manage that supplier process.

How relevant information is made accessible and shared

e Through meetings that are carried out continuously.

e Thefrequency of the meetings depends on the subject and
critical nature of it.

o |If Case 3B visitsasupplier, there will be avisit report.

e Critical suppliersare visited usually once ayear.

e Some suppliers are visited more often, typically if they area
new supplier. Visited every month and as it becomes an
established situation, the visits may be less frequently.

e The central computer system is SAP throughout the company.

e Suppliersare not allowed to access any IT systems because the
risk istoo high. A lot of things that Case 3B are sourcing from
the suppliers are being manufactured to Case 3B’ s design.

¢ Invoices are sent dectronically by email or by fax.

Factor 4: How global agreements ar e managed
Integration through o All contracts are copied to the financial department locally and
information major contracts shared with the Central Purchasing Group.
technology e The contracts will be sent to the Central Purchasing Group for
approval.
e Not all contracts necessarily have an expiry date.
e Normally the contracts are around until they are terminated by
either party.
Importance of having compatible information system with
suppliers
e It doesn’t really have any relevance
Factor 5: Internal group responsibleto over see the global sourcing
Supportive process

organisational design

¢ It'sthe Central Purchasing Group’sjob to look at the whole
picture for the group on aglobal basis.

Purchasing volumes aggregated on aworldwide basis

e Practise purchasing volumes aggregated on a worldwide basis.

e Part of the Central Purchasing Group’ srole isto negotiate with
big strategic suppliers using the total group spend to obtain price
leverage.

e Thereisgroup negotiation and supplier management process
with key suppliers for the entire group.

e Some of the biggest spends with the biggest suppliers are also
shared suppliers.

e Aot of the purchase orders will be for nearly ayear’s supply
and will be called off by Kanban ideally or in a purchasing
schedule.




Factor 6:

Structured
approachesto
communication and
relationship building
with suppliers

Communication and coor dination tools

¢ Video conferences, face to face meetings, email, visit reports.

o Centralised information system in SAP. Data collected includes
on time delivery and quality.

How potential suppliersareidentified

o Word of mouth, internet, asupplier that is already being used by
the other divisionsin the group.

¢ Inan exhibition.

e Through a3“ party.

o Most suppliersthey aready know because there are only a
certain number in the world.

e Whereas more commodity type of items Case 3B can use part of
the group information to pick up suppliers that are maybe used
by other areas in the group.

o Actively looking for new suppliers to enable Case 3B to
establish a better cost-benefit package.

How relationship with current suppliers are managed

¢ It depends on the types of supplier.

o Ifit'sasmall local supplier, they can be on the phone every
other day.

e They have aformal supplier evaluation program where they
formally sit down with suppliers on aregular basis, to go
through the performance, quality, price, issues, in a structured
way.

e Suppliers comeinto the factory to talk about problems or new
business either technically review products or commercially.

o They will go to suppliers on aregular basis.

o |f the suppliers are overseas; they visit the suppliers perhaps
yearly.

o For new suppliers, qualifying them by looking at their systems
and their capability.

¢ Actively managing each supplier on a price road map.

¢ Actively thinking about suppliersin terms of the relationship
and risks of the suppliersto Case 3B

e Balancerisk and price and quality for continuity of supply.

Factor 7:

M ethodologies for
measuring savings or
performance

How sour cing goals ar e established and linked to the overall

company objectives

e There are anumber of group company initiatives.

o For examplerisk, there are structured risk assessment
procedures which they have to follow and notify the group the
risk of a certain supplier. The risk would be identified group
wise and identify whatever actionsthat are being taken to
minimise that risk and what the progress is on those actions.

e Cost reduction is partly alocal thing. The percentage of cost
reduction is not determined by the parent company. The
purchase price is the most important thing because it controls
the product margin.

e Qutsourcing to lower the cost of economy isthe group strategy.
The outsourcing strategy has been going on for 20 years.

¢ |If the product margin is not satisfactory on a certain product, it
will drive the cost reduction or outsourcing program to improve
that.

e Thereisamixture of group and local strategies.




M easuresto evaluate performance improvements or benefits

from global sourcing

e The entire purchase value and cost savings are monitored on
SAP.

e An example of how performance is measured: in an outsourcing
project, thereis a price roadmap for the supplier which is 4%
less the current cost of Case 3B in the 1% year, 8% on the 2™
year on top of the 4%, and 12% 3" year on top of year 2. The
price road map forms a part of the contract.

Performance reportsdistribution

¢ The top management team and central management groups.

e There are specific KPI measurementsin SAP which are
imported at board level aswell asto loca management in
operational review.

Factor 8:
Qualified personnel

Knowledge and skills

e Good negotiation skills.

o Experiences of wide ranges of suppliersin Europe and alsoin
the UK.

Able to communicate clearly with non-English suppliers.
Ableto travel at least within Europe.

Need to understand product technically.

Able to communicate with the group, team, to use the whole
group potential purchasing power.

o Expect personnel to have purchasing legal knowledge contracts.
e Don'tinsist on specific qualification.

e Experienceis quite important.

Training

¢ Negotiation training.

o Working with their experience team.

e Contract knowledge.

e Purchasing law.

Between the eight

factors, top three

factorsconsidered
most important

1. Executive commitment to global sourcing

2. Methodol ogies for measuring savings or performance

3. Structured approaches to communication and relationship
building with suppliers

Other factorsthat
were considered as
important

o Raw material shortages. There can be very long lead times that
can come from raw materia shortages. Companies need to work
with suppliers to make sure the supply of products doesn’t suffer
asaresult of the supplier not being able to get raw material to
manufacture a certain product.

e Suppliers outsourcing to far off places. This activity puts the
company’ s business at risk. Companies have to be aware of
what the suppliers are doing. In some cases, Case 3B hasto
build up strategic stocks of itemsto buffer themselves from the
risks that the suppliers take. Some of Case 3B’s products are
single sourced and made uniquely to their design. Asthe
suppliers outsource, the supply chain becomes longer and the
risks become much greater.




Case (3C)

Design and manufacture of gas control, measurement and analysing
eguipment company

Manufacturing Company

Role of I nterviewee: Operations M anager

Current sourcing
level

Level 3 —International purchasing as part of sourcing strategy

Factor 1:
Executive
commitment to
global sourcing

Role of the executive leader ship

¢ It'satop down initiative from the senior board and the strategy
isjust being setup across the whole of the group.

¢ The company has atop down initiative to reduce costs as much
aspossible.

e The CEO isinvolved.

e Thereareregular reports every month going through, there'sa
group meeting every quarter.

Process owner of the global sourcing strategy

o QOperations manager

Factor 2:
Rigorous and well-
defined processes

The global sourcing process

e Thefirst step isto send the company’ s engineers out to look at
the suppliers, establish suppliers abroad and making sure that
the procedures are up to standards, if not the company would
help bring up the supplier bring the procedures up to standard.

¢ When the supplier is aready chosen, then the company will
have the buyers work with the suppliers looking at pricing per
kilo, bringing in quotes, sending drawings out to the supplier,
waiting for the quotes to come back.

e From there the company will collect dl the information on the
process, look at the prices the company is paying at the moment,
the FOB (freight on board) price.

e Thisprocessis basically to make sure the supplier can supply to
the quality the company requires.

How global agreements are monitored and reviewed

e Globa agreements are put in place before the company actually
does business with the suppliers.

e Themonitoring and review processis set up to watch the global
metal prices.

o What'sbuilt into the agreement is basically ascale whichis
based on the metal prices, metal prices fluctuate around the
world, so if metal prices go up the company pays more, if it goes
down the company pays | ess.

Factor 3:
Availability of
needed resour ces

How critical resources made available

e Taken apurchasing strategist on for the whole group.

e The company has a budget.

How relevant information is made accessible and shared

e Information is starting to be shared among the group.

e It'savery slow process, dealing with alot of different
languages, everything has to be trand ated into different
languages to make sureit’ sright and it’s basically trandated
from German.

e The company islooking at a better system at the moment and all
this takestime.

e Eventualy the company will move to one complete system.

¢ At the moment the information system is only accessible in each
company but the company would like some sort of strategy




going forward where it is possible to link al of the systems
together.

e Having one system will help collate information alot better.

e People from different functions can pull off information from
the Intranet.

o Thereisadatabase where everything goes into the company
system and into files. It is accessible to various departments so
employees can go straight and pull it off if thereisaneed to
look at any information.

Factor 4:
Integration through
information
technology

How global agreements ar e managed

o For the UK, the agreements are managed by a senior buyer.

o Thereisaspreadsheet available to the senior buyer which tells
him of dates of when contracts and reviews are coming up.

Importance of having compatible information system with

suppliers

¢ Having compatible systems would be fantastic but it is not
critica to thebusiness at all.

o |If thereis compatibility, it would make things easier and lot
quicker of sharing information.

e Currently, thereisn’t a problem with sharing of information
because most of the information is just sent through by email.

Factor 5:
Supportive
organisational design

Internal group responsibleto over see the global sourcing

process

¢ Purchasing department is responsible which is headed by the
Operations Manager.

e Thereisacentra committee set up in Germany to start
coordinating, monitoring and gathering information and it would
be a steering committee, eventualy in charge of the whole
group.

Purchasing volumes aggregated on aworldwide basis

e The company split inventoriesinto different categories: A, B
and C depending on value and volume.

Factor 6:

Structured
approachesto
communication and
relationship building
with suppliers

Communication and coor dination tools

e Emails, phone, video conference, faceto face, alot of travelling
but the communication is mainly through email and phone.

e Thereisno specific system yet in place.

How potential suppliersareidentified

e Some established suppliers are recommended by the group who
are already working with suppliers abroad, who already have
experience with various suppliers.

e Once asupplier has been identified, then the company would
need to go in and look at the quality systems.

o There are suppliersthat approach the company, but not so much
from abroad.

How relationship with current suppliers are managed

e Manage relationship with current suppliers through building of
supplier partnerships.

¢ The company works very closely with companies.

e The company sets up new service level agreements with the
suppliers that the company spend alot of money with.

o A servicelevel agreement is an agreement which is between the
company and the supplier. The company would place bulk
orders with the suppliers and the company would agree to take




all of that stock that the supplier has produced if something
happens. The suppliers basically produce one month stock for
the company, so that way, the company never runs out of stock.

o Building supplier partnershipsis very important and that is the
strategy within the company.

e Suppliers are reviewed every 3 months. The company monitors
late deliveries, part deliveries, delivery times and performance.
This processis handled by the purchasing department.

Factor 7:

M ethodologies for
measuring savings or
performance

How sour cing goals ar e established and linked to the overall

company objectives

e Sourcing goals are established through value and how much the
company is spending.

e Castings are very important to the company asit is the most
expensive part of the process. So the company’ s objectives are
looking at strategic purchasing dealing with the castings first
and trying to bring them together.

e The company’s sourcing goalsisto come together as a group
and to basically cut down the number of suppliers and move
castings abroad as soon as possible to reduce the costs and
achieve savings.

M easuresto evaluate performance improvementsor benefits

from global sourcing

e Based on the cost savings

¢ To evaluate performance improvements is something new so the
company haven't really got that far yet in thisinitiative.

e Thereisan overal plan to use bonded warehouses to reduce
lead-times. The advantage of the bonded warehouse is the goods
belong to the supplier until the company takes them out of the
bonded warehouse. Thereis no need to pay VAT until the goods
are taken out. The company takes the goods out as they require
and this basically keeps the costs down.

Performance reportsdistribution

o The performance reports are distributed amongst the purchasing
department, the head of the purchasing department and also the
executive board.

Factor 8:
Qualified personnel

Knowledge and skills

e Some engineering experience.

e Thelocal people employed in India and China needs to be able
to speak English.

o Haveto respect foreign customs. Thereis a different way of
doing business with different people, so it’s very important to
understand their customs and the way they like to do business.

¢ For example, from China, some of the emails can be quite
abrupt but really it's not meant to be that way. Just have to
interpret it in a different way.

e Peoplein purchasing have to have knowledge in the engineering
side, material which are buying, processes, the exchange rate.

¢ Need to keep up and be on top things when negotiating prices,
fluctuations, because in the metal market the prices fluctuate.

¢ Need to be quite skilled people.

Training
e Provide training in-house.
e Monitor performance of personnel at meetings and then review




them afterwards.

e Thereisapersonal development plan for employees.

e Themost important part is that their personnel have engineering
experience because the amount of parts that’s engineered related
to the products manufactured by the company.

Between the eight

factors, top three

factorsconsidered
most important

1. Executive commitment to global sourcing
2. Rigorous ad well-defined processes
3. Supportive organisational design

Other factorsthat
wereconsidered as
important

Case (3D)

Technology enterprisethat servescivilian and military
organisations, specialising in: aerospace, air systems, land and
joint systems, naval, and security solutions and services
Manufacturing Company

Role of I nterviewee: UK Purchasing Director

Current sourcing
level

Level 3 —International purchasing as part of sourcing strategy

Factor 1:
Executive
commitment to
global sourcing

Role of the executive leader ship

e Theglobal sourcing strategy isled by the individua divisional
groups in the company for most of the parts.

e The company isdivided into divisions, and each division has the
responsibility of providing services and goods to the customer.

e Each Head of Purchasing within those divisionsis responsible
for the global strategy of the high tech equipment.

e For common equipment like electronic components or indirect
spend, it comes under the leadership of the corporate purchasing
organisation.

e There aretwo strands. Direct high tech materials and servicesis
the responsibility of the divisional purchasing management. The
indirect materials and common components is the responsibility
of the corporate or group purchasing setup.

e Eachdivision hasits own Board of Directors and then the
divisional purchasing people have areport inline to the
Corporate Vice President of Purchasing.

o Thereisajoint at the top but there are two slightly different
sourcing strategies because the divisional people are sourcing
items and services that are unigque to themselves, whereas the
corporate tends to source the common items.

Process owner of the global sourcing strategy

e Each division will have a process owner.

o Therearefive divisionsin the company and each division will
have a global process owner.

e TheVice President of Purchasing is aglobal process owner for
the company.

Factor 2:
Rigorous and well-
defined processes

The global sourcing process

e Theglobal sourcing process has two strands.

o Firgtly the company looks at technology, for a high end
sourcing.

e The company mainly sources from United States more than




anywhere else where high tech equipment is available.

They are not looking particularly at the cheapest option, but
looking more for the best high tech solution.

Secondly when the company ook into more common parts then
they look for value for money and low cost sources.

The strategy was source the hecessary technology to give the
company alead in the market places.

Because the market places are al technology driven, and
especially in defence and aerospace industry, the company has
to source high-tech components.

The company doesn’t build much of anything. They build to
order for national governments, and only build one or two of
anything at one time.

The company sources high-tech components from the very best
high tech suppliers.

How global agreements are monitored and reviewed

Global agreements are put into place for the lower cost materials
and services that the company buys.

The global agreements are monitored at a corporate level,
through regular Quarterly Business Reviews (QBR) with their
suppliers.

The company monitors suppliers on quality, delivery and
relationship.

The company looks at the maturity of relationships between the
two companies, whether they are till at arms length, in an
exploitive or collaborative relationship with their suppliers.

The company would like to move towards collaborative
suppliersfor high tech products, so that their engineers work can
with the suppliers to come up with a best solution to their
customer’ s requirements.

In an exploitative relationship, the company will globally source
by using the option of getting the cheapest price.

Factor 3:
Availability of
needed resour ces

How critical resources made available

There are project teams and program teams that handle high tech
solutions, so the resources are provided by project.

The company would setup a project to deliver a solution to our
customer and within those project teams there would be
specialists from across al the functions, engineering, finance,
human resource, purchasing and supply chain.

How relevant infor mation is made accessible and shar ed

The company has an intranet, which was described as the easiest
way to share information.

The company has good purchasing networks throughout the
company. Thereisatop level Group Purchasing Committee
(GPC) that meets once a month and all the information are
shared through this medium.

Group Purchasing Committee comprise of all the hands of
purchasing from the divisions and the Vice President of
Purchasing for the entire company.

The Group Purchasing Committee handle all purchasing issues
are brought to that meeting, such as making strategy and policy.
Performance is not discussed by the Group Purchasing
Committee. The supply performanceis the responsibility of the




local divisional purchasing director and then he del egates that to
his purchasing managers throughout the world.

Factor 4:
Integration through
information
technology

How global agreements ar e managed

o Thereisadepository of global agreementsin one central area.

e Thereisamechanism to aert the purchasing team when
agreements expire so they can renew them.

Importance of having compatible information system with

suppliers

e Having compatible information system is very important.

e The company is compatible on one level with email and some
portal exchange with their suppliers.

¢ The company has a strong central electronic billing system. This
system gets rid of thousands of invoices ayear because of the
use of e-billing and central billing systems.

¢ For the information exchange at the front end, they are still
developing their systemsin that area.

¢ The benefit that the company gains from the information
systems is that they reduce the paperwork, the timescales it takes
to process orders and invoices, the manpower needed to do
process the orders and invoices. Also, being able to have instant
access to information, don’t have to spend alot of time
compiling the information. Human error is greatly reduced
because there is no need to trandlate information from one
system to the other.

Factor 5:
Supportive
organisational design

Internal group responsibleto over see the global sourcing

process

e The overarching internal group are the Group Purchasing
Committee.

e Theactual implementation of the policy is done at divisional
level.

Purchasing volumes aggregated on aworldwide basis

e Practice purchasing volumes aggregated on aworldwide basis.

e The company aggregates the common el ements which tend to be
the lower cost items.

e Thehigher cost items cannot be aggregated because many of
them are built to specification, so there is no commonality.

e But where they can aggregate, they do it. For example, for
electronic components like semiconductors, resistors, capacitors.

e The company attain huge cost reductionsin aggregating the
volumes.

Factor 6:

Structured
approachesto
communication and
relationship building
with suppliers

Communication and coordination tools

e The company has an intranet system.

o Thereisaloca purchasing system within theintranet whichis
used for communicating information.

o Thereisaporta system where suppliers can access information
by using certain code words and code numbers.

e Thereisan e-sourcing tool which is RFX which is currently
undergoing an upgrade and called Exindus. Thistool allowsthe
purchasing team to communicate large amounts of data with
suppliers without using paper. Both of these tools arein
development partly because of the restrictions of security on the
business. The company have to be mindful of the fact that they
are dealing with sensitive information, not just company




sensitive but government sensitive.

e The company is developing the tools with their suppliersto
ensure that they’ re moving together with their suppliers and not
moving apart from them.

How potential suppliers areidentified

e The company has aprofile.

e The company has a process to identify potential suppliers.

¢ It depends on what category they are. If they arelooking at a
high tech supplier then the bias is towards the technology.

e Theunique selling point as a supplier to their customersistheir
technology, so the company has to make sure that they are have
to be able to offer their customers high tech solutions.

¢ When the company is sourcing, if they are sourcing high tech
parts then it has to be the technology, then looking at financial
stability isimportant, longevity.

¢ Initially the company is driven by their search for new and
cutting edge technol ogy.

e Ontheother side, if they are looking at services and lower spec
items, they will be looking at the supplier’s ability to supply
when needed, the supply chains, the organisation, the support
organisation, and all those sorts of criteria which are more
important than the technology.

o Thelist of suppliersis compiled in a database.

e The company uses ABC analysis, Pareto anaysis, the 80/20.

e The company keeps track of which suppliers they use and how
frequent they use them. They also identify suppliersthey rarely
use and don't ever want to use again.

How relationship with current suppliers are managed

e There are multifunctional teams.

o For high tech materias, there is a specific supply chain team for
asupplier. The team also consists of people from engineering,
purchasing, marketing and sales, quality control. The team
manages that supplier in oneto one basis.

¢ For the lower tech and some services suppliers, the lead is by the
purchasing department. There will be one buyer or purchasing
manager assigned to each supplier.

e Meet with key suppliers at least once a month and have site
visits at |east 4-5 times a year.

¢ For the real high tech suppliers, there are teams embedded in the
supplier’ sfacilities.

Factor 7:

M ethodologies for
measuring savings or
performance

How sour cing goals ar e established and linked to the overall

company objectives

e Sourcing is one of the key success factors because the company
buy-in a@most all of the materials. The company makes very
little in-house now. Sourcing is seen as an absol ute strategic
function.

e The company spends alot of time discussing its sourcing policy
ensuring that they get it right.

o Start establishing the sourcing goals from the board level.

M easuresto evaluate performance improvements or benefits

from global sourcing

e The company have the systems where they evaluate each
supplier’ s performance.




o Before the company decides a move to an international or global
supplier situation, they will put a business case together, and
find how much they can save. All the decisions are made against
robust business cases.

e The company uses financial measures through project reporting.
When sourcing internationally, each project or program has an
individual project financial reporting and they put the benefits to
each project through the financial reporting of the project and
then those project reports are delivered to the divisiona boards
and then the divisional board presentsit to the main board.

Performance reportsdistribution

¢ All the way through the senior management organisation.

e Thereport comes out from the finance or purchasing
organisations and they’ re distributed right to the top of the
company.

Factor 8:
Qualified personnel

Knowledge and skills

¢ 80% or maybe more of the people involved in the global
sourcing process are graduate calibre people.

¢ The people involved must be able to think for themselves.

¢ Understand tools and processes that the company uses to
manage and improve and measure the suppliers.

¢ Have agood knowledge of the suppliers business, that doesn’t
mean that they have to be technically skilled but they do haveto
understand the processes and the supply chains that the suppliers
rely on aswell.

o Experience language barriers. In Eastern Europe and the Pacific
Rim there can be issues with language, but as the company tends
to deal in the high tech areas the people they deal with tend to be
better educated which means their English is better.

Training

¢ Need to have good formal training. CIPS sponsored courses are
important so that the employees understand the fundamental s of
purchasing and supply chain

e The company runs their own in-house courses that are tailored
to specific needs of employeesin the area of supply chain
management, sub contract management and supplier
management.

e Thereisamix of bespoke and standard courses.

e The company puts alot of effort into the training in the
company.

Between the eight

factors, top three

factorsconsidered
most important

1. Executive commitment to global sourcing

2. Availability of needed resources

3. Structured approaches to communication and relationship
building with suppliers

“If you are trying to build arelationship with a supplier who is
supplying you, alot of timesin our business, our supplier isas
important to us as we are to them and sometimes they’ re more
important to us than we are to them frankly and the only way to
ensure you' re getting value in your supply chain is constant
communication and constant dial ogue and constant working
together.”




Other factorsthat
were considered as
important

In the company’ s particular industry, they are limited with who they
can trade with internationally due to the sensitive nature of their
product. There is an additional dimension to consider when sourcing
where the company can only deal with friendly countries to the UK
government.

Case (3E)

Specialisesin the design, testing, manufacture and assembly of a
diverse range of high-performance composite and metallic
structures and componentsfor range of civil and military

aer ospace and space programmes

Manufacturing Company

Role of I nterviewee: Head of Procur ement

Current sourcing
level

Level 3 - Internationa purchasing as part of sourcing strategy

Factor 1:
Executive
commitment to
global sourcing

Role of the executive leader ship

e Themain board is committed to developing low cost supply
relationships in the form of joint ventures and acquisitions as
part of the supply chain aerospace strategy.

e They have arolein leading the global sourcing initiative.

Process owner of the global sourcing strategy

e The Senior Vice President of Supply Chain isthe process owner
and sits on the main board.

Factor 2:
Rigorous and well-
defined processes

The global sourcing process

e Theglobal sourcing processisnot arigid prescribed process.

¢ Itisdriven by each of the major commodity. The top three
commodities are metals, composites and machining.

¢ For the global sourcing process, there isa commodity lead for
each of those three commodities who are spread between the US
and Europe.

e The commodity leads are senior supply chain individuals.

e Theglobal sourcing processisin the early stages of
devel opment.

o Thereisn't aformal structured sourcing process.

e The company has developed the low cost strategy of being part
of the commaodity strategy in each of the mgjor commodities.

How global agreements are monitored and reviewed

e The company has global agreements across the major
commodities with international suppliers.

o There are representatives in the mgjor sites own that
relationship.

e Theglobal agreements are monitored on a site basis.

e Thereisasenior commodity review meetings on a set frequency
with the suppliers. The review meetings tend to be led by the
Heads of Composites, the Head of Metas or the Head of
Machining.

e The company has aregiona organisation between the US and
Europe.

e There are anumber of those directors who wears two hats, they
are the commodity lead and also have sites or multi sites
responsibility.




Factor 3:
Availability of
needed resour ces

How critical resources made available

o Critical resources made available through the sites.

How relevant infor mation is made accessible and shared

e By amonthly global supply chain review meeting that we have
where each of the commodity leads and site leads updates on the
various initiatives.

e The company doesn’t have a specific global sourcing database.

o Relevant information is shared by e-mail.

e Thereisashared database between sites or shared drives but
they are not bespoke to global sourcing.

e Thereisanintranet so that the procurement team can use them
as a dataroom for each of the major commodities.

Factor 4:
Integration through
information
technology

How global agreements ar e managed

e Thereisacontract repository.

¢ Procurement managers are the custodian of the contracts.

e Thereisa contracts organisation that holds the originals.

¢ The purchasing team manages the review process and the
triggers for renegotiation.

Importance of having compatible information system with

suppliers

e The company shares information with the suppliers.

e Thereisan engineering interface which enables the company to
transfer electronically all the drawing information with the
major suppliers.

¢ Beyond engineering exchange of information, thereisn’t any
other compatibility elsewhere.

e Sharing engineering detailsis very important.

¢ The benefit from being able to shareinformation is being able to
ensure that the company are giving correct issue drawings. The
company have full document control, from the quality system
point of view.

¢ If the company decided to include another supplier, alarge
amount of data can transferred very quickly.

Factor 5:
Supportive
organisational design

Internal group responsibleto over see the global sourcing

process

e Theinterna group that isresponsible for the global sourcing
process is the supply chain organisation that isled by the Senior
Vice President (SVP).

o The SVP hasfull responsibility for organisational design for
global sourcing process al the way from sourcing strategy,
devel oping the opportunities, to implementation and contracting.

e Themain board has the responsibility to oversee and monitor
the activities of the supply chain organisation.

e The SVP hastargets on an annual basisin aspect of cost, quality
and delivery and there isthis part of the annual strategy.

Purchasing volumes aggregated on aworldwide basis

e Practise purchasing volumes aggregated on a worldwide basis.

e Thispracticeis driven through the major commaodities.

e The company aggregates volumes with the supply base.

e For example on composites, there is a company who supplies six
or seven of their sites globally.




Factor 6:

Structured
approachesto
communication and
relationship building
with suppliers

Communication and coor dination tools

e Most of the communication internally and with business
partnersis by teleconference cals.

e Email.

e Communicating with suppliers, there are quarterly performance
review meetings with mgjor suppliers and monthly site
performance review meetings at asite level.

e There are senior relationship managers that manage the
relationship with the suppliersin respect of business
devel opment.

e The company sees supplier relationship management as being
absolutely critical to devel oping the business.

How potential suppliers areidentified

e TheHead of the Commodity would have the responsibility to
understand the market. He would do the market analysis of
current suppliers, potentia suppliers, that would be by a humber
of means, either by (1) internet, (2) he would look at the a digest
of approved suppliers.

e Thereisaprocess of supplier audit and supplier assessment
through a scoring system.

How relationship with current suppliers are managed

o Each of the sites reports monthly delivery and quality data.

e The company consolidates that report centrally.

¢ Thereisone performance chart per supplier which has multisite
scope and that then it is shared with the supplier on a monthly
basis.

Factor 7:

M ethodologies for
measuring savings or
performance

How sour cing goals ar e established and linked to the overall

company objectives

e Sourcing goals are cost driven by commodity.

e Another driver isthe fact that the businessis split roughly 50/50
between military aerospace and civil. Military aerospace
restricts the company from going to certain markets like China
for machining.

e Another driver is customer driven, where they have preferred
market.

o But the key driver across the sites is getting the economies of
scaleinto a small number of preferred offshore suppliersto
optimise capacity.

M easuresto evaluate performance improvements or benefits

from global sourcing

¢ Performance evaluation is managed through each of the
programs.

e The Program Director has the responsibility overall for cost that
includes manufacturing, engineering and supply chain.

e An assessment is based on alanded cost.

e Thisprocessis handled by the Program Director and the Finance
Department.

Performance reportsdistribution

¢ The performance reports are distributed among the senior
management team.




Factor 8:
Qualified personnel

Knowledge and skills

¢ Inthisparticularly industry, employees need to have experience
in manufacturing engineering, quality engineering, project
management, commercial and rel ationship management.

o “akey to success would to be have cultural awarenessin that
local market”.

o “| think the best way isto if you are project managing a sourcing
program into an offshore market, that person should have had
experience of working or living in that region”.

Training

e Train peoplein vast aspects of purchasing, negotiation, project
management but not under the banner of global sourcing.

e Handleall supply chain training internally.

e Thereisvery limited externa training.

Between the eight

factors, top three

factors considered
most important

1. Executive commitment to global sourcing

2. Availability of needed resources

3. Structured approaches to communication and relationship
building with suppliers

Other factorsthat
wereconsidered as
important

Patience and hard work isimportant.
Need to respect other people’s cultures and the way other people
work.

Case (4A)

Global power systems company providing power for land, sea
and air, with leading positionsin civil aer ospace, defence,
marine and energy markets.
Manufacturing Company

Role of Interviewee: Director
Inter national Business Team

International Business &

Current sourcing
level

Level 4 — Global sourcing strategies integrated across worldwide
locations.

Factor 1:
Executive
commitment to
global sourcing

Role of the executive leader ship

e ThereisaChief Procurement Officer based in the UK who is
responsible for all the global purchasing that covers our
aerospace business, marine business and energy business.

e Various executive vice presidents that are reporting in to the
Chief Procurement Officer.

e The Executive Vice President of Global Purchasing and Strategy
isin charge of global purchasing and strategy development.

Process owner of the global sourcing strategy

o The Executive Vice President of Global Purchasing and Strategy

Factor 2:
Rigorous and well-
defined processes

The global sourcing process

e Startswith creating the vision, define what the requirements are
in civil aerospace, defence aerospace, marine, energy and also
the operating unitsin the corporate level.

o Decide what the company will make internally and buy on the
external network. Currently the company buy about 70% outside
and manufacture about 30% internally. Its going to be 80/20 in
the next couple of years. Increasingly buying more than making.

e Thefunctions, logistics, start to shape what the supply chain




requirements are in terms of capacity and technology etc. Look
at a10 year forecast of what the businessislikely to be and start
to shape what the volume islikely to be.

e Once Case 4A have pulled together the customer requirements,
general business requirements, technical requirements, the
company gets a future vision of what the needs arein the supply
chain.

e Then they look at the current status and see if there’ sa gap
between what the company needs are in the future and what
they’ ve got now.

e Study the market; look at the competitors are doing particularly
in Asia. Because they are chasing smilar kinds of suppliers.

¢ Intheindustry, there are some real oligopoliesin because some
of the technology is quite difficult to replicate and its capital
intensive. So for some commoditiesthereis only one or few
suppliers globally who can satisfy the technical requirements
and so al of the competitors tend to be using similar companies.

o Pull al of the information together and then develop a
commodity strategy and that isrenewed every year.

¢ And from the commodity strategy devel op specific supplier
strategies.

How global agreements are monitored and reviewed

e Onanannual basisreview the commodity strategy and supplier
strategy.

e Check performance on quality and delivery, technical capability,
future capacity, and whether it’ s still relevant for the next year.

Factor 3:
Availability of
needed resour ces

How critical resources made available

e Within the purchasing division the company has afull finance
and human resource team. They have a dedicated resource
allocated to purchasing permanently. Those resources are built
in the purchasing division.

How relevant infor mation is made accessible and shared

e Thereisacommodity group in the UK, North America and
Asia. One of those people will take the globa lead for that
commodity depending on where the centre of gravity is. The
commodity leader will take a global lead and be responsible of
talking to the other regions and getting their import and
influencein terms of development of a commodity strategy.

e Usetoolslike an internal intranet system, Webex (ableto give
presentations and share data across the internet), face to face
meetings few times a year to pull together strategy.

Factor 4:
Integration through
information
technology

How global agreements ar e managed

e Thereisacontract repository. Case 4A has an internal
commercia service group within purchasing to help in terms of
making the contract, provide legal guidance and dealswith
expiry dates.

Importance of having compatible information system with

suppliers

e Not important at all. It is not relevant for Case 4A. Case 4A uses
e-sourcing, so the company use simple web based systems to
anybody that can access. Uses off the shelf software.




Factor 5:
Supportive
organisational design

Internal group responsibleto over see the global sourcing
process

EVP of global purchasing and strategy, which operates the
global purchasing council. Members from all areas of the
company on aglobal basis discuss and agree changes to the
process, procedure and policy.

There' s a separate group that pullstogether all the sourcing
strategy and to renew strategies on aregular basis. It's handled
by the International Business Director.

Global Purchasing Council looks after process and procedure
and then the International Business Director |ooks after the
program management of making sure that strategies are renewed
for commodity and supplier strategy.

Purchasing volumes aggregated on aworldwide basis

No because at the moment, different facilities make different
product. There are common parts but because they are
completely different sizes and applications, aggregating volumes
are not possible. Case 4A does use a common supplier base
where possible and try and aggregate spend with a common
supplier to increase the leverage effectively.

Factor 6:

Structured
approachesto
communication and
relationship building
with suppliers

Communication and coor dination tools

Internet extensively, Email

Internal system that everybody can access around the world and
intranet.

Exostar to communicate with the suppliers. For example to give
them volume and scheduled information electronically in real
time mode.

Webex extensively because the people in purchasing located al
over theworld.

How potential suppliersareidentified

Case 4A has got an open door policy so the company invites
suppliersto contact them through internet, through the Rolls
Royce website, trade fairs and air shows.

Case 4A hasin country teams who gather intelligence.
Regional directors meet with local trade bodies or local
suppliers.

How relationship with current suppliers are managed

Freguency of site visits depends on what the company hasto
discuss.

If there are problems, the company visits problem suppliers
more often than visiting good suppliers.

The International Business Director spends alot of time meeting
suppliers and has less meetings internaly.

Spend alot of time with suppliersin their facility.

If it savery long term almost a partnership type of agreement
meet them very frequently face to face to build the relationship.
Review quality, delivery and cost monthly.

In terms of quality and delivery Case 4A usesasystem called a
bal ance scorecard. Monitor parts per million performance in
terms of quality (PPM), and delivery frequency schedule
adherence. Done electronically as parts are received, defects or
concessions. Monitor that in real time and report that every
month.




Factor 7:

M ethodologies for
measuring savings or
performance

How sour cing goals ar e established and linked to the overall

company objectives

e Case4A handles sourcing as project specific. One of the
sourcing goals may come from an overall objective. For
example, establishing alocal supply chainin Asiafrom an
overall abjective of doing morein Asiaand buy morein dollars.

¢ It may come from a corporate viewpoint of cost reduction
targets where then, annua quality and delivery improvement
targets are set.

M easuresto evaluate performance improvements or benefits

from global sourcing

e From the balance scorecard, primarily quality and delivery real
time.

e On cost, Case 4A has a cost standard for different components
and different engines that we monitor you know overtime.

e Useaproduct bust index.

e Use Lean Engineering initiatives that are very specificto a
particular plant or particular production line to free a bottle neck
up and increase the capacity.

o Now it's more about partnership and cooperation. When they
need to deal with a specific problem, they will send in ateam of
people and who can assist the supplier to fix specific problems.

Performance reportsdistribution

o Performance reports are issued every month for quality and
delivery to all the purchasing heads.

o It will bereviewed in team meetings, on at least a monthly basis.

e TheInternational Business Director has visual control of the
suppliers and how they perform.

e Monitor performance through an aggregated overall score
published once a month and discussed in ateam meeting on a
monthly basis at least.

Factor 8:
Qualified personnel

Knowledge and skills

e Some of the best people under the purchasing division are
engineers.

e “Knowledge and skills are learnt continuously. Intelligent
people can always learn new things. Attitude and application are
far more important. If somebody brings the right attitude, and
they have a good work ethic.”

e Being open minded, being flexible, being culturaly aware, quite
physically resilient because need to travel alot.

e “l don't get to hunged up about skills, knowledge or
qualification. You can teach those if somebody bringsin the
attitude with them”.

Training

e Number oneis practical problem solving, one of the most
important things.

o The ahility to break down problems quickly by using data.

¢ The ahility to understand cost and to develop cost models or to
be able to maybe look at an engineering drawing and calculate
how much we should be paying. A value analysis and cost
modelling is very important to purchasing.

o Offer in house training.

e Encourage M Sc degrees and MBAS.




¢ Brighter people in the company would go on management
training in terms being able to supervise groups of people.

e Do an extensive external training. Involved in many of the big
universities, such as Imperial Collegein London, strong link in
terms of the company’ s engineering function.

e Havelinkswith universitiesal over the world.

e “Therea training isonthejob training. You realy need to be
ableto put in into practice. And to do that properly, you need a
mentor | think. | like to partner up a more experienced person
with somebody fairly new and that person acts as a mentor so
that they kind of oversee and support and coach. So classroom
learning and university isfine but practical experiencein the
application is much more important”.

Between the eight

factors, top three

factorsconsidered
most important

1. Executive commitment to global sourcing —“If the executive
management are committed and set up matrix to measure
performance so those things tend to get done”.

2. Rigorous and well-defined processes —“it’saway of keeping
everybody honest as well and keeping everything synchronized. If
you work in aprocessin a standardized way and everybody does the
same thing, then lifeisless confusing”.

3. Qualified personnel —“Don’t mean that they have a certificate.
By qualified personnel | mean the ability to solve problems, the
ability to stick to process, the ability to work with others on a global
basis. That's the kind of qualification that I’ m thinking about really.
Maybe qudlification is the wrong thing. It’ s the right people really
with the right attitude’.

Other factorsthat
were considered as
important

¢ Need to be more globally aware and not just cultural factors but
also global politics and economics. - “1f we make a bad
decision, we're kind of stuck with it for along time”.

¢ Important to establish capable, incredible, long term supply
sources because of the high technical content and safety
concerns of customers of the end product.

e Hireand train and work with local people to have alocal
presence. Never found language to be a problem if you hire the
right people.

Case (4B)

World leader in the design and production of centrifugal pumps
and fluid handling systems company

Manufacturing Company

Role of I nterviewee: Supply Chain M anager

Current sourcing
level

Level 4 — Global sourcing strategies integrated across worldwide
locations

Factor 1:
Executive
commitment to
global sourcing

Role of the executive leader ship

e Theboard and the supply chain manager devel op the global
sourcing strategy.

Process owner of the global sourcing strategy

e The supply chain manager.

Factor 2:
Rigorous and well-
defined processes

The global sourcing process

o Asthe company is part owned by an Indian manufacturing
company, the global sourcing processin driven by the low cost
products that can be purchased from India and the specialist




parts that are only sourced from certain countries.

e Thereisone buyer dedicated to the Indian office who does dll
the purchasing in India. There are personnel within the Indian
office that the UK office corresponds with. Thereisaso a
liaison officer who works part time between the UK and India
going back and forth sorting out issues.

e The company manufactures all of the products in the UK apart
from the several assemblies the company buy from India.

How global agreements are monitored and reviewed

e Theglobal agreements are monitored with regard to quality and
on time delivery.

e Thereisno provision to calculate total cost in and total supply
chain cost.

e Thereisavery basic caculation which takes in reworks costs,
shipping costs and price costs. It doesn’t take into account any
form of increase cost of administration, extended
communication costs and extended supply chain.

Factor 3:
Availability of
needed resour ces

How critical resources made available

o There slessresource for global sourcing now because the
infrastructure between the UK and India has increased
significantly therefore the company doesn’t have the
communication and language barriers that they use to have.

e Thereisn't thelack of information that they use to have.

e Theresource and spend that has been put to global sourcing is
lessthan it used to be.

o Critical resources are distributed using a budget.

How relevant information is made accessible and shared

e The supply chain manager produces a report based on spend,
delivery performance and quality performance.

e Sharethe information with the board and production function
using a monthly reporting method through email.

Factor 4:
Integration through
information
technology

How global agreements ar e managed

e Thereisacontract repository and a L otus notes database.

¢ It provides warnings by flashing like an email.

¢ The standard agreement period is about 2 to 3 years.

Importance of having compatible information system with

suppliers

e Don’'t have compatible system with suppliers.

e The company doesn’t have access to the supplier’ s systems.

e The suppliers don't have access to the company’ s system.

¢ Everything needsto be extracted from each others individual
manufacturing system and downloaded over the internet.

¢ If the supply chain manager wants to chase the suppliers for
parts, the suppliers will put together a spreadsheet and email it
to the supply chain manager.

¢ It would be nice to have because it givesinstant access to the
data and the whereabouts of parts. This would save time, help
with production planning and cost reduction.

Factor 5:
Supportive
organisational design

Internal group responsibleto over see the global sourcing

process

e The supply chain manager is responsible for oversee the global
Sourcing process.

e The supply chain manager reports to the board.




Purchasing volumes aggregated on aworldwide basis

Practice purchasing volumes aggregated on aworldwide basis.
There is agroup purchasing committee which includes the
supply chain manager and the team in India

The group purchasing committee meets and decide what areas
identified as being strategic and to aggregate between the UK
and Indian office.

Factor 6:

Structured
approachesto
communication and
relationship building
with suppliers

Communication and coordination tools

Use email, telephone, fax, personal trips and teleconferences.

How potential suppliersareidentified

Not very strategic at the moment, mostly through word of
mouth.

Other methods include trade fairs.

Some of the products are supplied through approved
distributors.

The distributors are quite limited. For instance in the UK, there
isjust one distributor that the company can use because the
things that the company source are specialised.

How relationship with current suppliers are managed

Thereisaformal continuous improvement, a quality
performance and spend monitoring with all the suppliers which
is done on a monthly basis.

The suppliers are graded based on that information from the
manufacturing system that takes purchase orders, NCRs (Non
Conformance) from the quality department and delivery
performance.

Factor 7:
M ethodologies for
measuring savings or

How sour cing goals ar e established and linked to the overall
company objectives

The company has a policy over the next 12 months to reduce or

performance make savings on spend by 10%.

e Soall suppliers are monitored to see how the company can make
those savings.

o Similarly there is atask to increase sales and turnover by 10%,
the company needs to also make sure that the suppliers can cope
with the increase of productivity of the company.

e Thegenera company objective comes from the board and it
drills down to supply chain manager.

M easuresto evaluate performance improvements or benefits

from global sourcing

e There are acouple of waysto do it. The company either
measures spend, quality, performance by measuring non
conformance.

o Thereisaso avaue engineering project which the suppliers are
involved with. The company takes a specific engineered project
and look at reducing cost either by engineering it or by
resourcing from various different suppliers.

e Measurements are reported every month.

Performance reportsdistribution

¢ It all goesinto the board.

Factor 8: Knowledge and skills

Qualified personnel

Have MCIPS
Need all the normal purchasing skills, plusan MCIPS
qualification to appreciate the difficulties of purchasing




globally.

e Language barriers have improved by the Indians been able to

speak English relatively better.
Training

e Would like to have all the staff with MCIPS.

¢ The company have sponsored personnel before to further study.

¢ In MCIPS, the international supply chain management course,
negotiation skills, project and contract management are
important.

e The company does a bit interna training.

e Also haveloca enterprise centre trainings as well. It’ sthe local
business regiona development type, it's called Gloucestershire
enterprise. It's a government sponsored, local authority that
providestraining to local businesses.

Between the eight

factors, top three

factors considered
most important

1. Availahility of needed resources
2. Supportive organisational design
3. Qualified personnel

Other factorsthat
were considered as
important

“People tend to see or tend to make the connection as overseas of
automatically being low cost and | think that people avoid taking on
the rigorous total costing analysis that they should do when they
take on some on these suppliers.”

“Total overseas sourcing costsis not always cheaper than alocal
cost, especially long term.”

“People are always |ooking to be able to increase margin on a
product and one of the ways they can increase product marginis

buy cheap.”

“And | think if your costing system just takes into account piece
price then | think very often people can be mislead as to the actual
cost of sourcing oversess.”

“Totalling costs needs to include everything from the cost it al, to
research, to go out there, for skilled personnel to go out there, for
the learning curve as taking on a new supplier in another country,
al the communication costs that may need to do video
conferencing, the time difference is more significant than people
think. The fact that you are not in the office at the same time. There
are cultural differencesin someinstances. | think although it’s easy
to talk about these things but it’s very difficult to put a cost to these
things. Y ou know simply the fact of flying somebody out there, and
having to provide the insurance, medical coverage whilethey're
out there is quite a high cost and shipping, packaging, insurance,
lost, damage, quality, | think people do not include all that when
they talk about the prices from overseas.”

“It costs alot of money to be able to organise that and the other
thing | think isthat it takes along time for those relationships to be
established and to work and | think people move to quickly and they
think Chinais the cheap one this year, and then Indiais cheap one
the next year, and then somewhere else is cheaper the following
year, they just move from one another and never get the benefit.”




Case (5A)

A global company engaged in the development, delivery and
support of advanced defence and aer ospace systems.
Manufacturing Company

Role of I nterviewee: Procurement Strategy Director

Current sourcing
level

Level 5— Global sourcing strategies integrated across worldwide
locations and functional groups.

Factor 1:
Executive
commitment to
global sourcing

Role of the executive leader ship

¢ Functionally there are two big operating units, oneis North
America, and the other isthe UK and the rest of the world.

e Each of those operating units has a Procurement Council, which
comprises of al the senior procurement directors in each of
those busi nesses.

e There aretwo procurement councilswhich set the specific
policies, strategies, and operational agendas unique to those
operating units.

e Then thereisa Global Procurement Council which hasthe top
five procurement directors from each side of the operating unit
to form an overall Procurement Council.

e The Procurement Council is where Case 5A set their strategies,
sourcing policies, optimising things that can be done on the
global scale and that can be done on an operating unit scale,
people strategy, development, the succession planning,
addressing the main/major suppliers.

Process owner of the global sourcing strategy

e The Global Procurement Council and the Head of Group
Executive Director.

e The Global Procurement Council ownsthe sourcing strategy. Its
not one individudl, it's aforum. There are the senior
procurement directors. There is no functiona representative on
the global board. The Chief Executive sponsors the procurement
function on the board. But functions other than legal and HR are
not represented on our global board.

Factor 2:
Rigorous and well-
defined processes

The global sourcing process

e Case 5A source direct and indirect commodities.

¢ Manage al the indirect through a central organisation called
Shared Services, which looks after everything from
infrastructure, company cars and stationary.

e Thedirect commodity deals on aglobal basis for electronic
components, raw materials and so on.

How global agreements are monitored and reviewed

¢ Indirect commodities are managed through Shared Services.

¢ Direct commodities are managed through the business operating
unit.

e Thevishility of spend is managed through I1SIS 2, which isan
information management system which brings together all the
spend that are happening by the various business units against
the global deals.

¢ Issue purchase orders from MRP systems, the enterprise
management systems.

e Ondirect materials, Case 5A uses EDI.




o Also use Shared Services, EXOSTAR, Buysite.

e EXOSTAR isan dectronic purchasing tool which Case 5A sold
their shares and stake in it as an equity holder a couple of years
ago. But still use the EXOSTAR siteto link into their enterprise
systems.

o ThelSIS 2 pulls together which supplier they are spending it
with, what they are spending on and developing it to bring
together the performance matrix against the key performance
indicators.

e Buysiteisthetransaction tool within EXOSTAR. EXOSTAR
will negotiate with a provider, adeal for daily rates based on
geographics and so on. EXOSTAR brings together the
procurement spends of Case 5A and any other of their clients.
They are able to tap into a more homogenised spend, and
therefore achieve aleverage.

Factor 3:
Availability of
needed resour ces

How critical resources made available

¢ The human resources are managed through the Functional
Resource Review which isatiered activity on arolling annual
basis where the various Procurement Councils ook at the
procurement resources in the business units or in the projects.

e Theresources are addressed against the Integrated Business
Planning forward over five years. This plan looks at whether
they have got the right resources and the right skill sets deployed
in theright areas.

e Also, looking forward on what training and devel opment that
they need, to be in the position to execute contractsthat arein
the business plan over arolling of five years.

e Therequirement of human resources feed into the training and
development plan for their functional people.

How relevant information is made accessible and shared

e ThroughISIS 2.

e Thereisasdtrategic partnership and a strategic engagement with
the top seven major suppliers of the company.

e Thetop three suppliers areinvolved in an annual board to board
meeting.

o Tier senior reviews addresses Case 5A s strategic engagement,
involving the various managing directors of the magjor sectors
close to senior procurement staff.

¢ One of the senior procurement staff carries the responsibility for
strategy, performance and overall relationship with a group of
supplier on aglobal basis.

Factor 4:
Integration through
information
technology

How global agreements ar e managed

e Thereisacontract repository.

e InelectronicforminISIS 2.

e The system is accessible through appropriate security levels, the
right people can access and look at the global deals.

Importance of having compatible information system with

suppliers

e “If you don't have compatible information you are an
unintelligent customer. On afactor of 1 to 10, you would say it’s
al0.”




Factor 5:
Supportive
organisational design

Internal group responsibleto over see the global sourcing

process

¢ It’sthe three Procurement Councils.

e The Global Procurement Councils looks at the overall high level
operations.

e Theoveral operational specific Procurement Councils, UK rest
of the world and North America, look at those that are more
pertinent what happensin the North America or in the UK.

Purchasing volumes aggregated on aworldwide basis

¢ Practise purchasing volumes aggregated on a worldwide basis.

e Tapinto globa leverage on aworldwide basis and aggregating
things like delivery of training, hotels and most of the indirect
services. On direct materials Case 5A aggregates electronic
components, raw materials, engineering services, design and
naval architects.

Factor 6:

Structured
approachesto
communication and
relationship building
with suppliers

Communication and coor dination tools

o All their IT systems for the whole world wide organisation is
subcontracted on global agreement with a company called CSC
(Computing Services Company).

e CSC ensuresthat the interface of the other toolslike ISIS 2,
EXOSTAR and so on are all maintained and managed at the
right configurations.

¢ Procurement conferences, North America, UK, and then a global
one on an annual basis.

e Local communications.

e Thefunctional stuff is done very formally, through their
Functional Resource (FRR) profiling.

¢ Individuals have their own people porta profile where they have
categorised by function and job on the appropriate competences
and skills necessary to perform a certain role such as a supplier
manager, procurement director, or buyer or admin assistant.

o Thereare about 20 criteria defines the skills that are necessary to
be able to conduct that role.

o Then calibrate within each skill the competences whether they
are“l don't really understand it, I'm alearner” or “I'ma
practitioner or I'm experienced or I’'m an expert”.

¢ An expert would be somebody that could mention to somebody
else, where else a practitioner will be competent in using those
skills but competence in using them on their own as suppose to
training others.

e This system pullstogether a picture where they are on their
functional capability and that drives their development programs
to develop people.

How potential suppliersareidentified

e Advertise dl future opportunitiesin the Ministry of Defence
(MOD) contract bulletin, or the European equivalent.

¢ In North Americait’sdone on similar defence publications.

¢ Bringing in new technology through a whole organisation,
which is probably 200 or 300 people strong dedicated to
research and develop new technologies.

e Invest ¥ of amillion plusayear on R&D.

e Acquire new technologiesin partnership with supply base
agreeing where the intellectual property and user rights.




How relationship with current suppliers are managed

e Thetop seven suppliers of this company have got specific
nominated senior coordinators that |ook on a global basis on
what’ s happening.

¢ Implement supply chain development programs for their
suppliers through the UK SC21 program. Work in collaboration
with their other peer primesin the UK.

e Examplebeing if for Supplier X, being amajor supplier for a
few companies the industry. Performance improvement, quality
issues, auditing issues, relationship issues are managed
collaboratively between Supplier X and their UK customers
which includes Case 5A and other companies. Case 5A will
coordinate that improvement work with Supplier X in that
business group on behalf of the other customers.

e Utilising resources across the industry customer base so that
they are not overburdening the supplier with customer 1 visiting
on Monday and customer 2 visiting on a Tuesday and 90% of
the conversation is common.

Factor 7:

M ethodologies for
measuring savings or
performance

How sour cing goals ar e established and linked to the overall

company objectives

e From the top down, there are the Executive Committee top ten
objectives.

¢ Then each business align their objectives to those top ten
objectives

e Each business reports their performance in a series of Quarterly
Business Reviews. This deals with linking the operational
performance to the corporate objectives.

o Thisfallson the Integrated Business Planning processes.

¢ Individual and personal objectives are also set to be aligned with
the top ten objectives from the Executive Committee.

o They tier it very formally and making sure they're aligned to
what the business needs are.

M easuresto evaluate performance improvements or benefits

from global sourcing

e Four simple measures.

o Thefirst oneis performance, basic simple on time and delivery
performance.

e Second, measure quality, for example measure number of
components good out of every 100 and feedback forms of the
quality of delivery of trainings.

e Third, measure relationship very strongly. Example, in an
automotive relationship measuring process, the supplier would
fill in against 20 criteria what they think of Case 5A under some
subject headings with an explanation, and Case 5A would do the
same to the supplier. That then automatically gives them a gap
analysis, whether they have the same view of the certain
behavioural relationship view of set against a criteria or are they
at different ends of the spectrum, or are they collectively low
against a criteria. Then they would agree with the other party
where do they want that measure to be. They don’t have the
same relationship with all the suppliers.

e Fourth, cost. Case 5A benchmark value, if they go into afive
year deal with the supplier, they will have benchmark points
within that agreement.




Performance reportsdistribution

Amongst the procurement community and the various business
functional people that need to be aware.

Engineering, finance and so on.

It's al managed in the whole infrastructure which links into the
QBRs (Quarterly Business Reviews) and feedsinto the overall
financial performance of the company.

Factor 8:
Qualified personnel

Knowledge and skills

They have got the knowledge and skills collaborated against
each functional role.

This determines an individual’s ability to take on ajob and
perform that particular role.

Use thisinformation against their business planning.

For example, if there was a new project that were going to work
on, they will look at the number of suppliersthey were likely to
have therefore the number of people are likely to need, how
doesthat fit with the resource profiling looking forward. Are
they low or do they have too much of one skill or not enough of
the other. And they would look at devel oping their people and
use the output of the collaboration from our FRR process and
say they arelow at this area so they need to do something or
they have got an excess of these skillsin this area, they will
transfer some to another area over time.

They try and plan it forward.

Case 5A isvery strong at having their people CIPS qualified,
and if they’re not, they will put the employee through their
SCIB (Supply Excellencein Business) program. The program
that they run in conjunction with Warwick University. This
program is fully accredited by CIPS. Case 5A staff achieves

M CIPS qualification without having to go to the CIPS schoals.
This program won a CIPS award.

Training

In the UK they conduct a course in partnership with Warwick
University and are in full accreditation to CIPS. If somebody
goes into the training program, they pop out the other end with
MCIPS.

The kinds of training that they focus on, includes knowing how
to negotiate and the basics of procurement, understanding the
specifics of the industry, particularly defence contacting and
government rules and regulations.

And above all, Case 5A is very much focused on behavioural
sets and team work.

Case 5A doesn't really have a problem with language. Most of
their dealings are done in the English language. Most of their
procurement peoplein most of the businesses in countries where
the base language or the business language isn’t English are
bilingual. It has never been an issue and never been something
that they need to work on.

Case 5A uses competency matrix to rate their purchasing
personnel’ s performance. The employee’ s experience level is
determined by the competency within a skill.

Case 5A collaborate within a spectrum system, where they code
people by deep gold, light gold, green and orange. Green isthe
populist, doing agood job. Orangeis pull your socks off or find




another job. Light gold is capable of taking on at least one level
higher and one job higher than what they are currently doing.
Deep gold are fast track people, potential Project Director and
Managing Director of the future.

¢ Thewhole company is collaborated through a colour coding
system and the performance evaluation is done annually.

e Everybody in the company has a Personal Development Review
(PDR), which looks at their performance against the objectives,
their capabilities of looking into the future, and the personal
development plan to achieve those career aspirations. These are
agreed in the annual cycle.

Between the eight

factors, top three

factorsconsidered
most important

1. Executive commitment to global sourcing
2. Rigorous and well-defined processes
3. Qualified personnel

Other factorsthat
wereconsidered as
important

Case (5B)

Global power systems company providing power for land, sea
and air, with leading positionsin civil aerospace, defence,
marine and energy markets.

Manufacturing Company

Role of Interviewee: Supplier Development and Technical

M anager

Current sourcing
level

Level 5— Global sourcing strategies integrated across worldwide
locations and functional groups.

Factor 1:
Executive
commitment to
global sourcing

Role of the executive leader ship

e Each dtrategic sourcing strategy islead or supported by a Global
Commodity Purchase Executive who reportsinto the
Executive Vice President for Global Commodity Purchasing.

o The Executive Vice President for Global Commodity
Purchasing reportsto The Chief Purchasing Officer whoisa
board member.

¢ The Global Commodity Purchase Executives are responsible for
development of strategy, ensuring stakeholder buy-in and
delivery of the strategy.

Process owner of the global sourcing strategy

o Executive Vice President for Global Commodity Purchasing.

Factor 2:
Rigorous and well-
defined processes

The global sourcing process

e A globa sourcing process exists within the company’ s Global
Quality Procedures (GQP). GQP is a deployment process of the
Business Plan into individual or team actions.

o GQP focuses on strategies to achieve customer satisfaction,
improve quality performance and satisfy legal or regulatory
requirements through the deployment of quality system
requirements.

e This processrequiresthat new or revised strategies are presented
to key stakeholders within the business for buy-off.

e Noindividual can approve a strategy on their own.

e A sound business caseis required commercially, and the




commodity team also has to demonstrate that the suppliersin
guestion have the capacity and capability to deliver the strategy.

How global agreements are monitored and reviewed

o Globa agreements usually take the form of Long Term
Agreements (LTA), and are usually reviewed every three years,
although there may be 10 year agreements.

e The Global Commodity Purchase Executive has authorisation to
approve LTA's.

Factor 3:
Availability of
needed resour ces

How critical resources made available

o Aswith al other functions within the business, Commaodity
Purchasing is required to submit an annual budget for corporate
approval.

¢ Inaddition, a3 year commitment is submitted providing a
medium term view of resource needs.

¢ Thebudget covers human as well as financial resources required
to develop and implement commodity strategy.

How relevant information is made accessible and shared

e Glaoba Sourcing Forums are held half yearly in addition to local
"away days' where commodity teams are briefed on current
status of strategies around the business.

o Local AreaNetworks (LAN) hold shared information relating to
process and procedure.

Factor 4:
Integration through
information
technology

How global agreements ar e managed

e Thereisno central repository for global agreements.

e Theareaapproving the strategy or agreement is responsible of
holding and maintenance.

e Agreements are approved by Commodity, but Purchase
Operations aswell astheinternal customer also have to buy into
the strategy first before any agreements are approved.

Importance of having compatible information system with

suppliers

e Having compatible systemsis seen as key internally within the
different global regions and with the supply chain.

e Caseb5B hasafully integrated SAP system and licenses are
provided to suppliersfor key information aswell asafully
supported internet portal.

Factor 5:
Supportive
organisational design

Internal group responsibleto over see the global sourcing

process

e A committee known asthe PEM (Purchase Executive Meeting)
made up of senior executives in both operational and commodity
purchasing are responsible for organisational design.

e The committeeis chaired by the Chief Procurement Officer.

Purchasing volumes aggregated on aworldwide basis

¢ Purchasing volumes aggregated on aworldwide basisis
becoming more common as the business re-organises.

e Commodities such as raw material are done so already.

Factor 6:

Structured
approachesto
communication and
relationship building
with suppliers

Communication and coordination tools

e The company runs a monthly Sales and Operations Review
Board (SORB) where key suppliers and domestic manufacturing
plants are informed of future demand and changes to short term
horizons. Thisisthe primary co-ordination tool used.

e Most other communication is conducted at a department to
department level.




How potential suppliers areidentified

o Potentia suppliersareidentified by the Commodity team
primarily by capability.

o For example, if asupplier has demonstrated capability in a
specific commodity, further analysisis conducted including
technical audits.

e Theoveral decision is based on Quality, Cost and Delivery
Credibility.

How relationship with current suppliers are managed

e Thereisno fixed approach for managing relationships.

o They differ from commodity to commodity and from supplier to
supplier within a given commodity.

o Thereare periodic face to face reviews with suppliers by both
commodity and operations at both the suppliers premises and
on site at Case 5B.

e Thefrequency of the meetingsis predominantly driven by the
size of the business and by current performance.

e Formal Business Reviews as well as the usual annual
assessments also form part of the make up of communications
and contribute positively (or negatively) to the relationship.

Factor 7:

M ethodologies for
measuring savings or
performance

How sour cing goals ar e established and linked to the overall

company objectives

¢ The company operates a process of Business Plan Deployment
(BDP) where top level business goals are flowed down to al
levels of the businessin a pyramid, with specific objectives
being defined at each level within the organisation.

e TheBDP processaignsal areasin the organisation.

M easuresto evaluate performance improvements or benefits

from global sourcing

o A set of balanced metrics have been developed that report
performance in terms of Quality, Cost and Delivery.

¢ Relative improvement can therefore be monitored by supplier or
by Commaodity.

Performance reportsdistribution

o Performance reports are not distributed.

e They are available within the intranet and are displayed in
Visua Management Areas throughout Purchasing.

e Each business hasits own Visual Management Area. There are
al so corporate ones.

Factor 8:
Qualified personnel

Knowledge and skills

o Defined skills are identified within training matrices for each
roletype.

e Purchasing personnel are expected to have good interpersonal
skills, be able to communicate clearly and concisely at all levels,
have good IT skills, be able to negotiate well and be
commercialy aware. They are also expected respect
confidential information from the supplier.

e Coreroleswithin the Purchase Community (below Management
level) aree Commodity Buyer, Operations Buyer, Parts
Controller, MRP Controller, Supplier Development Leader,
Plant Supplier Quality Engineer and Manufacturing Engineer.

e FEachrole has a defined skill set.

e Theskills are defined as either primary (i.e. essential) or




secondary (i.e. preferable) to the role.

e The matrices are used to record competence or capability and
therefore determine future training needs.

Training

e Mainly training in Case 5B’ s purchasing processes.

o Theskillsthat are expected for purchasing personne to have are
taught, but to a certain extent are minimum requirements for
purchasing empl oyees.

Between the eight

factors, top three

factors considered
most important

1. Rigorous and well-defined processes
2. Availability of needed resources
3. Qualified personnel

Other factorsthat
wereconsidered as
important

Case (5C)

Largeand small jet enginesfor commercial and military
aircraft producer and aviation services provider
Manufacturing Company

Role of I nterviewee: Global Commodity Director

Current sourcing
level

Level 5 - Global sourcing strategies integrated across worldwide
locations and functional groups.

Factor 1:
Executive
commitment to
global sourcing

Role of the executive leader ship

¢ Depends on the particular part of the sourcing strategy.

o For indirect goods, the President would have very little input.
Mgjority of indirect goods are part of a broader corporate
strategy.

¢ For direct goods, the President, executive team and executive
leaders within each of the business units have input into creating
and developing a strategy such aslow cost strategy.

Process owner of the global sourcing strategy

e The President of sourcing

Factor 2:
Rigorous and well-
defined processes

The global sourcing process

e For indirect goods, the processes that are in place are
maintained. It's centrally around a central commodity team. The
central commoadity team renegotiates work which is already
sourced, incumbent or new suppliers.

e Theglobal commodity team is based in the UK, US and China.

e Theglobal commodity team’s function isto source work in line
with the sourcing strategy to deliver a bottom line benefit year
over year.

e Themost important is about developing margin. In thisindustry,
Case 5C needs to develop profit by sourcing at the lowest
overall cost.

e It'sageneric process which is milestone driven and every
sourcing project is put in a Program Management Report.

How global agreements are monitored and reviewed

e The commodity team put in place the global agreements.

e The monitoring processinclude (1) bi-monthly site reviewsto
confirm the agreement implementation in terms of delivering
profit growth committed. The bi-monthly site review is more
financial review driven and management review in terms of




making sure the contracts are implemented on schedule. (2)
quarterly business reviews with core suppliersto review contract
performance of both parties. Thisis doneto develop a
relationship for strategic reasons. It is held with the seniors of
the suppliers and seniors of Case 5C. Quarterly business review
looks at actual performance of the supplier against the contract
and of the customer against the contract. Is the supplier
delivering in accordance with the committed performance
agreement?

Factor 3:
Availability of
needed resour ces

How critical resources made available

¢ It depends on the magnitude of the activity. Somebody from HR
and finance will be included if the sourcing activity is much
more significant, for example in the process of outsourcing
work.

¢ Depending on the nature of the product, the team would be
made out of somebody from a strategic perspective, a
commodity team manager, site operations perspective,
manufacturing engineers, design engineers.

e Because of the complexities involved in the industry, decisions
need to be a group decision and group selection process. One
individual does not have the know how to make those decisions.

How relevant infor mation is made accessible and shared

e Before thinking about how to share information, thereis aneed
to understand the incentive of each of the businesses to want to
participate.

e Commodity team meetingsinvolves five or 10 different
locations from affected projects.

e Usealot of Webex tools.

e Faceto face sessions, but try to minimise asit isincredibly
expensive.

o Dataon projects are stored in Shared Folders, in the Intranet,
whichisan Internet based tool. Formal purchasing agreements
and other forma documents are also shared on the Intranet.

Factor 4:
Integration through
information
technology

How global agreements ar e managed

¢ A Program Management Report will identify month by month
when each of the long term agreements expire.

e Thelongterm agreements arein a centra repository.

Importance of having compatible information system with

suppliers

¢ At the moment Case 5C doesn’t have one system across the
whole of the business. Case 5C doesn’'t have a common MRP
system yet because the company is growing from acquisition
significantly.

e Itisimportant to have a compatible information system. Having
a common process of presenting information to the supplier.

Factor 5:
Supportive
organisational design

Internal group responsibleto over see the global sourcing

process

e The sourcing strategy is coordinated by the commadity
management team. But the commodity team generates the
sourcing strategy with input from the engineering,
manufacturing, operations, finance and site purchasing teams.

e The commodity manager identifies global opportunities since
the commodity manager isthe expert in the particular field. But
in terms of identifying opportunities, it can be anybody involved




in the process (engineering, manufacturing and commaodity
manager). Opportunities include designs that can be changed to
take out cost or make or buy opportunities.

Purchasing volumes aggregated on aworldwide basis

Practice purchasing volumes aggregated on aworldwide basis.
Buy raw materials across the whol e of the business to leverage
spend and get a significantly better deal than the market rate.

Factor 6:

Structured
approachesto
communication and
relationship building
with suppliers

Communication and coor dination tools

Webex

Email

Face to face meetings with suppliers, especially those suppliers
in emerging supply markets. Thisis done to build relationship.
Shared Foldersin the Intranet

How potential suppliers areidentified

It varies across markets.

If there was only two or three companiesin the world that have
the technology to produce the products that Case 5C wants, Case
5C doesn’t have a choice but to buy from those suppliers.

If in China, to identify emergence suppliers, Case 5C recruit
people with specialist country knowledge to help Case 5C
understand the supply market. Case 5C also has people in China
whose job is to find suppliers and work with them and

devel oping them. Case 5C work with government agencies to
identify suppliersfit. In emerging markets, Case 5C would have
someone in country to support the activity.

How relationship with current suppliers are managed

Using the Quarterly Business Review to review performance
and keep the relationship where it should be.

Before having the Quarterly Business Review, Case 5C decides
what kind of relationship they need with that supplier. If Case
5C has a high dependency on that supplier, that supplier is
critica to the business. Case 5C has a very specific strategy for
dealing with each supplier.

Factor 7:

M ethodologies for
measuring savings or
performance

How sour cing goals ar e established and linked to the overall
company objectives

Its about short and near term bottom line growth and saving
money in terms of total purchase price variants. Every percent
that can be taken off the total purchase spend isrealy where the
savings are.

Growing the total capability in terms of the company’ s offerings
to their customer. By partnering with other suppliers, Case 5C
can offer amore comprehensive systems to their customers.
The aobjective comes from the President of the business overall.
That objective gets flowed down to the commodity director and
it's up to the commodity director to work out how to save the
money.

M easuresto evaluate performance improvementsor benefits
from global sourcing

A number of measures.

Overhead perspective, in terms of what it costs; return on
investment is three to one.

Net Purchase Performance across the business per annum. This
is the number one objective.




o Market penetration, how many million dollarsto out in China
each year.

e Part number count, how many parts Case 5C have in each
country.

e Total cost of acquisition, getting the lowest price.

Performance reportsdistribution

e There aredifferent levelsto this. The most executive
performance reports are distributed to the executive team of the
business. The day to day performance reports are spread out
across each of the site purchasing teams.

¢ The commodity manager gets what they need from the system.
The report will include long term agreement penetration, how
much work have Case 5C got on long term agreements,
inventory performance, supplier delivery performance, profit
savings performance, annualise savings performance, how much
spend in low cost regions, how much spend with preferred
suppliers.

Factor 8:
Qualified personnel

Knowledge and skills

¢ Commodity management expertise, program management,
industry sector knowledge, the right organisational behaviours
and people skill set.

e Thechallenging hit isless about the supply issues, but more on
all the organisational issues.

e Strategic sourcing, commercial know how (negotiation skill), a
legal skill set, knowledge of operations purchasing, knowledge
of dealing in low cost economies.

¢ Ableto make something happen in a very complex organisation
and actually drive the change.

e Don't specifically require any minimum qualification, but all of
the people who work in the commaodity team have got a degree.
Most of them have got MBA, MCIPS.

Training

e Key thingistheinterpersona skillsto make things happen
within the business.

¢ Secondly having the program management skills and having the
training around that

o Thirdly, it'sless around supply chain skills; it’s not the key
determinant but isimportant. Emphasisis more on internal
organisation and knowing how to get things done.

e Case 5C conductstraining in house. Many training facilities
worldwide. Mg ority training in house. Don’t tend to send out
personnel on external trainings.

Between the eight

factors, top three

factors considered
most important

1. Executive commitment to global sourcing

2. Qualified personnel —“if you have the right people, who are
smart and clever enough, they can normally work their way through
the complexities of all the other issues.”

3. Availability of needed resources

Other factorsthat
wereconsidered as
important

“It’ s not just about having a great sourcing strategy, it’s about
having the ability to implement that sourcing strategy in the
business by using their credibility, their kudos, and know how to get
key people in the organisation to buy and support the process.”




Case (5D)

Home appliances and appliancesfor professional use company
Manufacturing Company
Role of I nterviewee: Supply Chain Director

Current sourcing
level

Level 5 - Global sourcing strategies integrated across worldwide
locations and functional groups

Factor 1:
Executive
commitment to
global sourcing

Role of the executive leader ship

e Thereisacentra purchasing panel called the Group Purchasing
Council that evaluates different purchase decisions, global
purchase decisions. The Supply Chain Director takes part in the
panel.

e Thereisan active strategy of strategic sourcing on cost down.

e Thereisone purchasing function which is Group Purchasing.

e Thereisaso the Business Units Purchasing that is specific to
the products that are made within that business unit.

¢ The Group Purchasing function coversthings like services,
logistics and marketing.

Process owner of the global sourcing strategy

e Vice President Group Purchasing

Factor 2:
Rigorous and well-
defined processes

The global sourcing process

¢ It'sdone by commodity by commodity review.

e Thereisafairly standard tender process.

e It'saninternational tender process, where they are compared
across business units.

¢ Then for manufacturing decisions, in terms of decision to locate
factories, there are specific purchasing teams who then look for
suppliersloca to those factories.

e Oneprocessisageneral system as far as tender and heading up
to the purchasing council.

¢ The other oneis done locally, when opening new factoriesin
different areas of the world.

How global agreements are monitored and reviewed

e Thereisalegal team who oversees the agreements.

e There sastandard agreement and it's a base of all discussions.

e The agreements are reviewed by the departmental headsin each
of the business units for monitoring performance.

Factor 3:
Availability of
needed resour ces

How critical resources made available

o Pretty well supported actually through the function.

How relevant information is made accessible and shared

e Thereisaweb portal that shares information between the
interested parties together with the normal communication
routes for internal communication.

o Itislike an Intranet where employees can view things like
supply details, contract details and location.

Factor 4:
Integration through
information
technology

How global agreements ar e managed

e Thereisacontract repository but doesn’t provide warning.

¢ It'sall handled by the Legal team and Global Purchasing.

Importance of having compatible information system with

suppliers

¢ Important to have compatible information system with suppliers
but it’s not a prerequisite.

e Shareinformation with suppliers depending on the supplier and
their location.

e Some suppliers have very structured EDI connections and for




production information.

e Others are more email and standard.

¢ It'sacombination, some of the major suppliers at major
factories are linked quite closely into Case 5D’ s systems through
EDI and other systems, but there are others, some of the smaller
suppliersin some of the countries which aren’t very well
connected, it's more through email & manual discussions.

¢ The benefits from having compatible information systems
include saves time, accuracy, faster reaction to change and
flexibility.

Factor 5:
Supportive
organisational design

Internal group responsibleto over see the global sourcing

process

e Group Purchasing

e They oversee the legal and services, control how purchasing is
conducted within the group and are the owners of the core
Pprocesses.

Purchasing volumes aggregated on aworldwide basis

e Thereareglobal deals aggregated volumes across different
market places for some of the key el ectronic components.

Factor 6:

Structured
approachesto
communication and
relationship building
with suppliers

Communication and coordination tools

e Email, NetMesting, video conferencing.

¢ NetMeeting allows you to sharefilesin rea time over the
Internet.

How potential suppliersareidentified

e Through atender process.

e There are purchasing professionalsin each major geographic
area, who would be expertsin that area for who will be looking
for different suppliers.

How relationship with current suppliers are managed

e There are supplier scorecards, performance monitoring, contract
reviews, KPI development and agreements, cost and plans.

Factor 7:

M ethodologies for
measuring savings or
performance

How sour cing goals ar e established and linked to the overall

company objectives

e It’slinked into new product development.

e It'sprincipaly built around a cost down strategy.

M easuresto evaluate performance improvementsor benefits

from global sourcing

e Overdl itisaround reduction in total delivered cost.

o Measuretota delivered cost through purchase price of al items,
al internal overheads, logistics, supply chain and leading to a
total build up cost by product by unit into each market.

Performance reportsdistribution

o Distributed to all business unit heads, and all purchasing heads
in each market on a quarterly basis.

Factor 8:
Qualified personnel

Knowledge and skills

e Threethings, language, negotiating skills and cultural
awareness.

e Case 5D recruitsfrom the local markets quite regularly to
overcome language and cultural issues.

Training

¢ Negotiation training, language training, and cultural awareness
training. Negotiation training is done internally.

e Cultura awareness and language training is done externally.




Between the eight

factors, top three

factorsconsidered
most important

1. Executive commitment to global sourcing.
2. Supportive organisational design.
3. Rigorous and well defined processes.

Other factorsthat
were considered as
important

Case (5E)

Global provider of engineering, design, and manufacturefor
seat comfort, driver and motion contral systems, fluid
assemblies, and industrial driver interface products
Manufacturing Company

Role of I nterviewee: Vice President of Global Purchasing

Current sourcing
level

Level 5— Global sourcing strategies integrated across worldwide
locations and functional groups

Factor 1:
Executive
commitment to
global sourcing

Role of the executive leader ship

e TheVice President of Global Purchasing is on the executive
committee, the board and head up the new group called the
Purchasing Council which cuts across al the divisions of
Kongsberg.

e Thereare4 divisons of Kongsberg, each division with its own
Profit and Lost responsibility in that particular market sector.
The Purchasing Council isin a position where it can influence
all the divisions and cut across al the divisions independently.

e Thedivisionsdivided into product focus groups in line with the
customer.

Process owner of the global sourcing strategy

o Vice President of Global Purchasing

Factor 2:
Rigorous and well-
defined processes

The global sourcing process

e Thebasic global sourcing strategy isto join up 50 locations
globally in 22 different countries.

e The approach is acommodity lead process, where the
purchasing and sourcing process are broken down into several
key groups: (1) the commodity lead, (2) project management for
new product implementation and other projects that come up on
abusinesslevel, (3) transactional or atactical purchasing
process, (4) low cost country sourcing to take our commodity
groups and have both Asian and Pacific sort of sourcing office
and that will be done regionally and (5) indirect spend.

e Each global commodity lead will be responsible for developing
the commodity strategy and the foot print for the supply base.
The key strategy for the whole group isto narrow down the
number of suppliers. Currently the company is running with
3500 suppliers globally, with an objective to bring it down to
roughly to about 150.

How global agreements are monitored and reviewed

¢ At the moment, there are only two global agreements which
were both negotiated and oversee by the VP of Global
Purchasing.

o Themajority of the suppliers arelocal.




Factor 3:
Availability of
needed resour ces

How critical resources made available

e Savingstargets form part of the overall budgetary process.

e Theresources are balanced against the payback that purchasing
isresponsible for. Purchasing puts together a plan to self fund
the purchasing organisation from the savings.

o There'sanumber that has been put out there as a percentage,
roughly about 2 ¥ percent of the total spend supportsthe
activity for purchasing and also customer giveback.

¢ The contracts that the company has with it’s customers require
that there’ s a continual cost reduction that’ s given back to the
customer every year for the life of the project. Thelife of the
project can be 5-7 years and in that time the company will
contractually be obliged to payback to the customer anywhere
between 2-5% of the total turnover and purchasing is required to
offset that giveback by cost reduction programs and also cover
it's own cost.

How relevant infor mation is made accessible and shared

o Before, the company had several different ERP systems and
there were several locations without any ERP system at all.

e So the 1% task was actually getting all the data lined up and
using aweb portal rather than to try and alter the ERP systems
to come up with the same data reporting.

e Because of its different parts and formats, different supplier
formats even within the group there is huge differences, so the
data basically is being shared through aweb portal in order that
every body can contribute towards a single format.

e Theweb portal islike an Intranet which isonly accessible
internally.

Factor 4:
Integration through
information
technology

How global agreements ar e managed

e Thereisno formal automatic system at the moment to provide
warnings of expiring agreements simply because there are only
two contracts.

¢ The agreements have expiry dates, which are drop dead dates
which are diarised at the moment, but there will be asystemin
place, which is about to go live which will actually going to
trigger warnings of expiring agreements and allowing alarge
amount of contracts to be managed.

Importance of having compatible information system with

suppliers

e It'sabsolutely vital.

e Theweb portal isused for every business that comes into the
company now and basically allows for every supplier to have a
user name and password, so they can exchange information like
RFQ and quote information directly online in a secure way.

e Theahility to share information iscritical.

Factor 5:
Supportive
organisational design

Internal group responsibleto over see the global sourcing

process

e ThereisaPurchasing Director for each division, so there are
four purchasing directorsthat are responsible for the whole of
the division purchasing organisation.

e The Purchasing Directors head out a Sourcing or Purchasing
Committee within the division.

¢ The Sourcing or Purchasing committees report into a Purchasing
Council which the VP of Globa Purchasing head up.




¢ The Purchasing Council is made up of the Purchasing Directors
and the representation from quality.

e The Purchasing Committeeis responsible for bringing
opportunities and identifying opportunities to the Purchasing
Council who then makes afinal decision on which direction the
company is going to in terms of the sourcing strategy.

Purchasing volumes aggregated on aworldwide basis

¢ Practice purchasing volumes aggregated on a worldwide basis.

Factor 6:

Structured
approachesto
communication and
relationship building
with suppliers

Communication and coordination tools

e Tremendous amount of email.

¢ Rolling out asort of an instant messenger system so that
everybody in the purchasing community is actually linked to
each other in real time and can have conversations and share not
just information via email but also a proper communication with
each other.

e Theweb portal brings the purchasing community and suppliers
together.

e Sitevidsitsare arranged at alocal level depending on who has
responsibility for the commaodity group and who has
responsibility for the supplier. Every purchasing person in the
organisation has asupplier they’ re responsible for and anything
that happens with that particular supplier goes through the point
person that’ s got responsibility.

How potential suppliersareidentified

e Anybody can bring a proposal of agood supplier to the table

o Thereisasupplier quality manual which isan in-depth process
for evaluating a supplier. Thereisaset of fixed criteriathat the
supplier hasto meet in order to be a supplier. Part of those
criteriaisthat they sign up to the conditions of the manual,
which covers both commercia requirements and also quality
requirements and expectation. The supplier needs to go through
a site assessment physically on about 80 or 90 different
guestions to identify the supplier’ s overall score, on their
systems and ability. Once the company is satisfied with that,
then the supplier is put into the potential supplier list. Thereisa
central supplier listing, so only suppliers on that list can be used
for sourcing.

How relationship with current suppliers are managed

e Thereisacentral supplier list, and every three months senior
purchasing people plus quality people get together and review
the list and look at supplier performance in terms of PPM (parts
per million), payment days, contractual compliance.

e (o over again some of the criteria of the selection, and through
that the company decides whether or not a supplier isin the
green list or thered list.

¢ Red meansthey’re on the exit plan and green means that they’'re
in the development plan.

e Because the company don’t have all the resources to cover al
the suppliers, the company narrows the supplier devel opment
process down to those suppliers that are considered to be worth
the investment.

e Thered suppliers are then removed from the list.




Factor 7:

M ethodologies for
measuring savings or
performance

How sour cing goals ar e established and linked to the overall

company objectives

e Sourcing goals comes through the Purchasing Council.

e The Purchasing Council determines the sourcing goals.

e The sourcing goals get rectified by the Executive Committee.

¢ The Executive Committee basically gets a say in whether or not
these are the goals that they want to support or they want to
recognise.

¢ Then the Purchasing Council is responsible for filtering that
through the whole of the business.

M easuresto evaluate performance improvements or benefits

from global sourcing

o There arethree key measures that have been adopted.

o Thefirst measure isbased on savings which is measured as PPV
(purchase price variants). Every year each business unit in every
division roll their current cost interest into a standard cost, and
those standards are then fixed for the 12 month period and the
performance of purchasing is measured against that standard.

e The second measure is PPM (parts per million), whichis
basically the number of failures or failed parts that the supplier
isintroducing to the business.

¢ Thethird measureisto reduce the cost of purchasing by 15%
each year.

e Thefourth measure is payment terms. It's measured in averaged
days on accounts payable to keep control of the cash flow.

e Therearesevera sub KPI'si.e. inventory levelswhich isan acid
velocity index calculation, delivery performance and vendor
rating system.

Performance reportsdistribution

e Performance reports are done at a business unit level and then
rolled up into adivisona level and then rolled up into a global
level and then the VP of Global Purchasing ultimately reports
the global position to the Executive Committee.

Factor 8:
Qualified personnel

Knowledge and skills

e Ability for somebody to sell, have to be sales orientated in order
to sell the concept both internally and externally to the supplier.

e Moreimportant than abasic level of education is the personality
of the person that you're talking to. They have to have a
commercial mind and attitude.

e “I’m not too bothered about the experience aslong asthereis
some experience because people who gain experience you can
train them but it’ s very difficult to train someone to be naturally
commercial, you know commercially orientated. | find that
people either got it or they don’t.”

e It'sabehavioura sort of thing.

¢ Need people that demonstrate high values and high personal
standards that are self driven.

e Doesn't necessarily mean that they have to be graduates or had
any particular commercial training.

e Having CIPSis not very important. “I’m amember of CIPS.
I’ve got CIPS myself. But frankly, if | live through the last 15
years again, | wouldn't bother.”




Training

¢ Negotiation tactics and processes. “| believe everything in lifeis
a negotiation and the formal training that | would like to see
people have is in negotiation tactics and processes. The best
people that I" ve hired have got some kind of formal qualification
in either negotiation or like myself I'm a qualified psychologist,
so | look for people to have the ability to actually probe the
other person’s mind.”

e Most of the trainings are done externaly.

e “| actually personaly do an awful amount of coaching. | believe
in actual coaching.”

e Everybody has a succession plan, like a persona devel opment
plan which is reviewed annually.

Between the eight

factors, top three

factorsconsidered
most important

1. Executive commitment to global sourcing.
2. Rigorous and well-defined sources.
3. Qualified personndl.

Other factorsthat
wereconsidered as
important

“It’s really important to lay out what you intend to do in terms of
the rationalisation of the supply chain and the compression of the
supply chain because it has a massive resource requirement on the
rest of the business particularly from engineering with the re-
qualification of the product.”

“We're in an automotive world where any change whatsoever, any
change, even moving a machine a meter to the left within our own
plant has to have our customer approval. So you can imagine the
complexity of changing a supplier from lets say Germany to China.
Everybody in the organisation needs to be involved in that process
not just purchasing, purchasing might drive it but it has be
supported from engineering, it hasto be supported by sales, it hasto
be supported by logistics and quality and if you don’t have al of
those resources available and mapped out for what you are trying to
achieve then you wont achieve anything.”

“So the importance of the whole business not just the executive but
al of the business units being involved is absolutely critica because
everybody gets affected by a supplier move, and if you're going to
consolidate your supplier in order that you can maximise your spend
and in order for you to lower costs, so it's kind of a chain reaction,
so | say that is realy important consideration for any business
looking at global sourcing, you should not underestimate that.”

“The other issueis, | guessis going the other way and that is the
importance for the global purchasing community whether it’sin
strategy, commodity led or project or whatever it isto have avery
good understanding of what the sales direction of the businessis
because purchasing is really only a service provider and purchasing
should bein a position where it can recommend and produce the
right supply footprint to meet the sales requirement, so if al your
customers are starting to move to producing in lets say in Slovakia,
there's no good purchasing strategy to move al of it’s suppliesto
Chinatherefore for cost reduction that does not stack up and it
doesn’t line up with the objectives or sales. It is absolutely critical
that the overall organisation goesin one direction.”




“Those are the two critical things that any organisation has to have
got in place before it can even readlly start the journey on a global
sourcing sort of strategy.”

In terms of qualified personnel, “the big issue really is in two parts,
first of al qualified purchasing personnel need to be in the same
vicinity or at least have an excellent communication with the
engineering departments, but also the strategic part of purchasing,
what we found is that the identification capture and retention of
personnel in low cost regionsis areal problem, so what you can
do is you can move the tactical element of the business fairly easily
if you've got the standard systems in place but what we find is very
difficult is to find good qualified people with the right acumen if
you like, in the low cost regions we' re aiming at.”

Case (5F)

A diversified global company, distinguished by a significant
presencein healthcare, with niche businessesthat also servethe
aer ospace and commercial markets

Manufacturing Company

Role of I nterviewee: Production Systems Director Europe

Current sourcing
level

Level 5— Global sourcing strategies integrated across worldwide
locations and functional groups

Factor 1:
Executive
commitment to
global sourcing

Role of the executive leader ship

¢ The executive leadership was very much involved gave top level
direction to the implementation of the global sourcing strategy.

Process owner of the global sourcing strategy

e Sourcing Director of each division.

e The Sourcing Director is part of the Strategic Devel opment
Group.

e The Sourcing Director is responsible for purchasing and the
global sourcing speciaist in the group.

Factor 2:
Rigorous and well-
defined processes

The global sourcing process

¢ It's abalance between operational excellence and low cost
manufacture.

e The Production Systems Director manages the operational
excellence and the purchasing team are involved in looking for
low cost opportunitiesin emerging markets.

¢ If the company was bringing in new products, they will do a
Supplier Quality Assurance (SQA) review and then followed by
areview of the manufacturing process to make sure that the
supplier was meeting the operational standards aswell.

How global agreements are monitored and reviewed

e The process of monitoring those agreements was done locally.

¢ Ineach of the low cost regions, there are local specialists who
dealt with people locdly.

e Thereisa Supplier Quality Assurance (SQA) manager who
would go out independently from Europe, to India and China
and make sure that the processes were being followed.

¢ The company has avery rigorous feedback process.

e Theglobal agreements are reviewed at least annually.




Factor 3:
Availability of
needed resour ces

How critical resources made available

e Financeistotally integrated.

e The President of the Automotive Group would travel round the
world with the Automotive Finance Director to visit potential
suppliers.

¢ The human resources function is nested with the Strategic
Development Group.

How relevant information is made accessible and shared

e Thereisasystem called the Globa Knowledge Network
(GKN), which was on the Intranet, which enables you to find al
and everything about, anyone, anywhere on that GKN system.

e The company used SAP to share information with suppliers.

Factor 4: How global agreements ar e managed
Integration through ¢ The sales team manages global agreements.
information Importance of having compatible information system with
technology suppliers

¢ Important to have compatible information system with suppliers.
Factor 5: Internal group responsibleto over see the global sourcing
Supportive process

organisational design

e ThereisaCentre of Excellence, which isa group devel opment
team whose responsibility was to guide the global sourcing
strategy.

e Thegroup would look at cost reduction opportunities by looking
at piece parts maintenance and value engineering initiatives.

Purchasing volumes aggregated on aworldwide basis

¢ Practice purchasing volumes aggregated on aworldwide basis.

e Thereareglobal preferred suppliers. For example, for plastic,
raw materials and logistics.

Factor 6:

Structured
approachesto
communication and
relationship building
with suppliers

Communication and coor dination tools

¢ The GKN (Globa Knowledge Network) whichis agenera
communication system.

e TheInternet. The employees all have Blackberry. They are able
to keep in touch with anyone at anytime of the day, anywherein
the world. The Blackberry system is connected to the SAP.

¢ Have telephone conferences.

How potential suppliersareidentified

o -

How relationship with current suppliers are managed

e Done by the SQA (Supply Quality Assurance) manager.

¢ If something went wrong then the company will immediately
send people out to the suppliersto help them improve.

Factor 7:

M ethodologies for
measuring savings or
performance

How sour cing goals ar e established and linked to the overall

company objectives

e Set an annual budget.

¢ The budget links with the sourcing goal s with company
objectives through the business plan.

e The company objectives of materia cost reductions and cost of
guality were built into the business plan.

M easuresto evaluate performance improvements or benefits

from global sourcing

e Piece Price Variant (PPV)

e Tracking parts to make sure that the overall material price are
holding steady.




Performance reportsdistribution
¢ Performance reports on KPIs are pulled together and sent up
globally for the whole division.

Factor 8:
Qualified personnel

Knowledge and skills

¢ Negotiation skill isimportant.

¢ Understanding cultural diversity.

e Use of aninterpreter to communicate with someone who runs an
operation in aforeign country.

Training

e L eadership techniques.

e Psychological techniques.

¢ Reading body language

Training of soft skillsis very important.

Thereis quarterly operational excellence training session on the

different sitesin Europe every three months.

o There were people within the group that have quite alot of
expert knowledge and so the training was done internaly.

Between the eight

factors, top three

factorsconsidered
most important

1. Executive commitment to global sourcing

2. Structured approaches to communication and relationship
building with suppliers.

3. Methodol ogies for measuring savings or performance.

Other factorsthat
were considered as
important

Cross functional team is needed between purchasing, operations and
logistics to manage longer lead time, cost and quality challenges
from global sourcing.

Case (5G)

M otor cycles M anufacturing Company
Manufacturing Company
Role of I nterviewee: General M anager

Current sourcing
level

Level 5 - Global sourcing strategies integrated across worldwide
locations and functional groups

Factor 1:
Executive
commitment to
global sourcing

Role of the executive leader ship

e Therole of the executive leadership isto establish the strategic
approach to global sourcing.

e There are anumber of key factorsthat can the strategic
approach. Cost, engineering quality and commitment to supply
are important considerations when sourcing products.

Process owner of the global sourcing strategy

e The Chairman of the company.

Factor 2:
Rigorous and well-
defined processes

The global sourcing process

e Thedecision of whereto go to for acertain product can be
influenced by a number of factors.

¢ Once the company has decided on an appropriate source, the
first thing is alwaysto get approval by the quality engineers and
quality department.

o Thefirst stage in any process would be to establish a potential
supply source and then the first direct action would beto have a
quality audit done of that potential supply source and get a
report back from the quality engineersto the suitability of their
processes, their equipment and their business structure to
support the demands of supply to the company.




How global agreements are monitored and reviewed

The key measurables are three things: quality of supply, quality
of product and cost.

Once a supply agreement has been established, if the supplier is
meeting the expectations in terms of supply quality, product
quality and price then generally the company will look to

devel op the supply relationship with them.

The company doesn’'t actively look to change the supply
agreement unless the supplier gave the company a good reason
to change, by causing a supply difficulties, quality difficulties or
giving the company areason to believe that a cost of supply
were an issue.

Factor 3:
Availability of
needed resour ces

How critical resources made available

The critical resources are made available through project type
scenario.

Human resource and financial resource can move to tackle a
particularly large project the company is deaing with or a
troublesome project that really isn’t going to plan and the
company really need to attack it to deal with the concern

The senior executive management level will identify resources
and channelled them accordingly.

But as part of the business planning process, financial and
human resources are planned in abudget and alocated in line
with the budget expectations.

How relevant information is made accessible and shared

Relevant information is made accessible through the provision
of data.

The senior management sits down once a week and share
information about projected growth, any new models of
motorcycles that were coming in, any new processes that may
comein asaresult of that in terms of the demand and our supply
base, also any significant increases in volume.

Longer term planning is done through the weekly managers
meeting and the information generally is extracted from their
systems and displayed in Excel, Access and sometimes
PowerPoint, just looking at the sort of general KPI' s that they
use internally and comparing them in general on the longer term
with the growth plans.

They can then see where there' s a potential shortfall in resource
or askill set interms of a new process that they need to identify
and deal with.

Use email and video conferencing to share information.

A specific location where employees can access to relevant
information is shared drives. It specifies different user groups to
have different access levels.

Factor 4:
Integration through
information
technology

How global agreements ar e managed

There isacontract repository that sits with the relevant
purchasing department,

There are two UK purchasing teams, one related to the actual
original equipment manufacturing and thereis a separate
purchasing team in the parts and accessories business.

Each of them would centrally store the agreements relating to
the direct supply that they’ ve secured.




e The company doesn’t have expiring agreements.

e The company doesn’t range supply agreements for specific
terms of duration.

e The company makes sure that they have suppliers who are
flexible and likeminded and that they are moving forward with
the business and can continue to support the business.

Importance of having compatible information system with

suppliers

e Having compatible information system with suppliersis
business critical in the Computer Aided Design (CAD) side of
the business.

e The design engineers are able to move drawings electronically
around the world. Design engineers can swap information
electronically and full technical 3D drawings

e Thesuppliers are able to take in engineering drawings in various
CAD formats and then open it upon their CAD terminals and
use that data to produce products or quote on products or advise
on products accordingly.

o Prefer to have video conferencing with larger suppliersto make
it easier to share information with them.

e Aot of the design processes are very technical and very precise
and it is absolutely critical that that the precise nature and the
full technical nature of that design is passed through the supplier
without any ambiguity or confusion and to be able to do that
electronically.

Factor 5:
Supportive
organisational design

Internal group responsibleto over see the global sourcing

process

e The UK based Original Equipment (OE) purchasing team
headed up by the global purchasing manager.

Purchasing volumes aggregated on aworldwide basis

¢ Sometimes actively aggregate spend to give some leveragein
negotiations.

e It'sanissue of consolidating a spending to a single supplier of a
product or service.

¢ It very much depends on the product or service of whether the
company decide strategically how that fitsin with how they
want to protect their business from the risk of having al their
eggs in one basket.

Factor 6:

Structured
approachesto
communication and
relationship building
with suppliers

Communication and coordination tools

¢ Within the company there are key weekly meetings.

o Thereare“project managers’ playing a coordination role, and
they link what’ s going on with the design departments through
the buying departments to the quality, production and any other
effected departmentslike financeand IT.

o Theweekly meetings are project driven and use video
conferencing technology to communicate with al the relevant
production branches around the world.

e Similar with the suppliers, there are regular reviews with the
suppliers via video conference and also supply visits.

e Certain suppliers of acritical nature are visited every two to
three months to monitor their progress on projects and day to
day production issues.




¢ Thevolume and complexity of business of the suppliers will set
the agenda for how regularly the company will communicate
with them and visit them.

How potential suppliersareidentified

o Very often from trade shows.

o There are suppliersthat approach the company.

e Look at their competitor’s suppliers.

How relationship with current suppliers are managed

e The company try to ensure alevel of business development with
the supplier that retains that level of commitment by both
parties.

e The company triesto have open relationships with their
suppliers so there’' s no confusion or ambiguity over the
expectations from each other.

¢ Building the relationship basically means having more meetings
and more face to face discussions.

o Particularly with our large suppliers, the video conferencing
facility isimportant.

o Thereisadifference between taking through video
conferencing and talking to somebody on the tel ephone or
communicating via email, particularly with the Far East.
Complimenting with regular face to face visitsis very important.

o With certain supplier that the company want to maintain very
strong relationships, they visit on amonthly basis.

e Thisisdone so that the supplier understands each others
businesses and the demand on each others businesses.

Factor 7:
M ethodologies for
measuring savings or

How sour cing goals ar e established and linked to the overall
company objectives
¢ It depends on the three key factors quality of supply, quality of

performance product, and cost, which comes from the executive |eadership.
M easuresto evaluate performance improvements or benefits
from global sourcing
e Standard industry measurables on quality of product, quality of
supply and cost.
¢ Engineering competence.
o Data driven measurables.
e Subjective elements or views that help evaluate suppliers
include the amount of disruption that the supplier causes to get
to the end result, of providing a quote or coming up with a
detailed summary of the supply scenario.
Performance reportsdistribution
e The performance reports are distributed to the senior
management and the company directors on atwice yearly basis,
the half year summary and afull year report.
Factor 8: Knowledge and skills

Qualified personnel

e Aot of their buyers are CIPS (The Chartered Institute of

Purchasing and Supply) qualified.
Training

e Technica knowledgeiscritical.

o People’ scommunication skills and their ability to communicate
with different languages, different cultures, through atrandator.

o Genera qualifications like the CIPS.

o Soft skill side, communication and presentation skills,




o Getting suppliersto understand about the expectations of the
company and how the suppliers can support the company.
o Having knowledge of international sourcing.

Between the eight 1. Rigorous and well-defined processes
factors, top three 2. Integration through information technology
factorsconsidered 3. Qualified personnel

most important

Other factorsthat “It’ s an ever changing market place and you need to monitor the
were considered as market and respond and react accordingly in the context of what's
important best for your business.”

Case (AA) International Information Technology Services Company

Consulting Company
Role of I nterviewee: Executive Consultant (Procurement)

Current sourcing -

level
Factor 1: Role of the executive leader ship
Executive e Deal with Procurement Director on the board and for peripheral
commitment to functions — Financia Director
global sourcing Process owner of the global sourcing strategy

e |f not the Procurement Director, it's the Financial Director
Factor 2: The global sourcing process
Rigorous and well- e First agree on the global sourcing strategy with client and then
defined processes produce a business case

e Case AA consult in strategic supplier sourcing and have a clear

methodol ogy

o Start off with a proposal then turn it into an opportunity and
assessment which contains a high level approach to how the
client categorise their current expenditure.

e Category management covers what the client buys,
categorisation of similar products into groups, what the market
can provide to maximise spend and maximise spend leverage
with aparticular supplier.

e Gauge the maturity of using global sourcing using the maturity
matrix. (In company website). There are arange of factors
which relate to the people, the product, the business' s approach
to procurement and then against each of those categories, score
the capability from one to five where one is poor and fiveis
extremely mature. Then discuss with the client areas for
improvement. Provide clients with the maturity matrix so the
client can review and go through it all over again in future.

e Thecritical successfactorsthat Case AA look at are usually
financially driven and client specific. Why does the client need
consultancy? One of the critical success factors can be head
count reduction or meeting margin on particular product line.

How global agreements are monitored and reviewed

e Case AA provides aframework and a very clear structure.

¢ Theclient needsto break down business requirement in terms of
quality, cogt, logistics, development, management (QCLDM)

o Quality —isit parts per million, percentages or right first time?

e Cost —how much does it cost and whether the client can afford
it?




o Logistics—what kind of packaging and delivery solutions,
partnership with a specific logistics partner?

e Development —what the future looks like in the short, medium
and long term for the client’ s category spending?

e Management — how the businessis structured, how the client
intend to communicate at the managerial level, how the client
intend to monitor progress, whether to conduct weekly/monthly
meetings, what measures are going to bein place to review

QCLD?
Factor 3: How critical resources made available
Availability of ¢ Clients may have a procurement arm which has their own
needed resour ces budget, path of the ledger and make decisions on how many
people they need to recruit.

How relevant infor mation is made accessible and shared

e Case AA has servers that provide electronic datain any form the
client needs.

o Case AA hasafully implemented SAP system that manages
Case AA’ s pracurement on behalf of Case AA and their clients.

e Case AA does global procurement for their clients aswell as for

themselves.
Factor 4: How global agreements ar e managed
Integration through e Global organisations should have contract repositories and
information global account managers.
technology e Portfolio analysis:

Technica Strategic
T Leverage Acquisition

e Horizontal Axis: How important you are to your supplier,
measured in financial terms. What proportion does the
supplier’ s business does the client represent.

o Vertica Axis: Product difficulty, how easy isit for the client to
switch suppliers.

e From abuyer’s perspective, the client would like to get the
suppliersall inthe “acquisition” corner, wheretheclient is
important to the suppliers but it is easy to switch suppliers.

e “Technica” corner is where supplierslivein. The suppliers are
very important to the client but financially the client would not
want to be particularly reliant on them.

o “Leverage” corner iswherethe client’s commodity is set. The
client can swap suppliersfor things like stationary.

e “Strategic” corner iswhere the long term relationship that is
mutually dependant in terms of partnership and shared risk.

e Top two sectorswill be managed by global account managers.

¢ Bottom left, you have buyers who understand the market and
are able to switch suppliers very easily.

¢ |t'snot about having global agreements, it’s about getting the
best price.

Importance of having compatible information system with

suppliers

o There are significant benefits to be had through P2P interface.

e Thesedaysitisincreasingly something that you can’'t do

without.




Factor 5:
Supportive
organisational design

Internal group responsibleto over see the global sourcing
process

e The Global Procurement department.

Purchasing volumes aggregated on aworldwide basis

o Not relevant

Factor 6:

Structured
approachesto
communication and
relationship building
with suppliers

Communication and coor dination tools (client’s case)

e Email, EDI systems linked to monitoring systems on production
lines, Electronic Kanban.

e Depend on the nature of the product.

How potential suppliersareidentified

¢ Depend on the nature of the product.

e Recommend internet business information software or database
like OneSource.

o Trade magazines, many of those now can be found online.

¢ Clients have arepository of suppliersthat they already use.

e Case AA has portfolios of suppliers from anumber of different
customers and gets a good idea of what the market looks like

e Market research.

How relationship with current suppliers are managed

e Not relevant

Factor 7:

M ethodologies for
measuring savings or
performance

How sour cing goals ar e established and linked to the overall

company objectives

e Not relevant

M easuresto evaluate performance improvements or benefits

from global sourcing

e Case AA has a specific matrix that they use to measure savings.

e From a consultancy perspective, first thing to nail down is how
is Case AA going to prove that they have delivered value for
money. Thisis done through the contract negotiation process.

e Measuring savings, thefirst thing in any contract negotiation is
the cost model that identifies current cost. Understand the
current cost and work from there.

o Follow what isimportant, based on QCLDM, if quality is more
important than cost go that way

Performance reportsdistribution

e Not relevant

Factor 8:
Qualified personnel

Knowledge and skills
¢ understand procurement
o strategic supply management and category management
o CIPS
¢ understand the three things in extreme detail - (1) business
requirement, (2) what the market can offer you, (3) genuinely
understanding the product you are buying right down to the
manufacturing process so that you can go back to the raw
material and to have afeel for your supplier’s cost
e negotiating skills
Training
e Put al the UK procurement team through CIPS
¢ Provide training with own methodol ogy such as category
management.
¢ Inwebsite Case AA offers trainings that include customer-
facing skills, project management and leadership devel opment.
¢ Managing employee performance — Case AA havein placea




Performance Management process that uses simple assessment
criteriato identify clear objectives that can be achieved each
year and to assess any training and devel opment needs to meet
these goals. (In company website)

e Case AA hasavirtua university that brings together al the
training and development resourcesin one place. It isaglobal
resource centre that offers advice, plan the next steps and find
the courses and training programs the employees need. (In
company website)

e Case AA providesaglobal el earning program that helps
maximises the accessibility of training for employees (In
company website)

e Case AA has aGlobal Organizational and Leadership
Development Program (GOLD) which is an integrated work-
based program that aims to create the next generation of leaders
within the business (In company website)

Between the eight

factors, top three

factorsconsidered
most important

1. Qualified personnel
2. Executive commitment to global sourcing
3. Rigorous and well-defined processes

Other factorsthat
wereconsidered as
important

Understand what you are buying
Understand how difficult to buy it

How important isit to your company
How important you are to your suppliers

Case (BB)

Business Support Services Company
Consulting Company
Role of I nterviewee: Business Development Director

Current sourcing
level

Factor 1:
Executive
commitment to
global sourcing

Role of the executive leader ship

o Aspart of their overall business strategy, Case BB would
leverage their procurement experience. This has alowed them to
open an office in China, procure from Poland and USA.

Process owner of the global sourcing strategy

e Supply Chain Director

e Supply Chain Director owns the procurement team.

¢ All the procurement people report to the Supply Chain Director.

o The Supply Chain Director will give directionsto what is
needed in terms of how product is sourced, pricing, cost savings,
benchmarking and to leads for business devel opment.

Factor 2:
Rigorous and well-
defined processes

The global sourcing process

e Upon arequest from aclient to source a product for them, there
isaprocess for understanding the specification for checking on
the volume of the product, looking at target pricing,
understanding the client’ s market to devel op products that will
have along life.

e Oncetheinitia set of information is prepared, Case BB will
source the product. After benchmarking, Case BB will confirm
samples from a couple of companies and test them, before
sending it to the client.

e At that stage, the product should be capable of being sold into
the market.




e Case BB hasadtrict new products process for evaluation. There
are severa steps. Potentia suppliers need to demonstrate that
they comply with various standards like 1SO, that they have sign
up to some ethical standards (for example, they’re not using
child labour). Once the supplier has gone through all of that
process, the potential supplier will be approved as being good
enough to be a supplier.

o Thereisaspecific guideline that includes 20 odd activities that
will be inspected on before the potential supplier is approved.
The activities include auditing the factory, checking their
paperwork, checking their corrective action process, their ability
to make samples and their cast criteriato make products
consistently.

How global agreements are monitored and reviewed

o Case BB will agree with the supplier on what’ s expected and
monitor performance, usually to quarterly business reviews.

¢ The quarterly business review covers quality, delivery
performance, scoring suppliers against cost savings delivered,
how innovative the supplier has beeninterms of the design of
the product, how innovative they supplier has been in getting the
product to Case BB faster by reducing lead-times.

¢ Thereisthe scoring mechanism in the quarterly business review.
Case BB will send out scorecards to the suppliers and ask them
to score it and scores will be compared face to face between
Case BB and the supplier.

Factor 3:
Availability of
needed resour ces

How critical resources made available

o Thereisaseparate finance group and a separate HR group.

e Thefinance and HR group are based in Ireland and will liaise
with each of location with respect to finance and HR issues.

e Interms of finance, in each location, for example in the China
operation, there is somebody in Chinawho will monitor spend
and that wages and local taxes are being paid. Then, al that
information will be reported back to the Central Finance Team
in lreland.

e [ntermsof HR, The Central HR Team will monitor activities
such as ensuring that everyone has an annual appraisal,
employees are being paid the right amount of money,

e Thefina administration is managed centrally from Ireland.

How relevant infor mation is made accessible and shared

e The operating ERP system is SAP. SAP covers al aspects of the
business from goods recei pts, warehouse locations, shipping,
purchase order information and order status.

e Thefinance team are aso linked to SAP, for example, when the
materials team places a Purchase Order (PO) to buy a product,
the PO isimmediately registered on SAP. Goods delivered are
then confirmed against the PO and the finance team will then be
triggered to pay the supplier.

Factor 4:
Integration through
information
technology

How global agreements ar e managed

e Sincethebulk of Case BB’s activity isrelated to materials
procurement, the materials team manages and monitors the
agreements.

o The material team looks into whether there are specid clauses
that need to be written in an agreement, the duration of it and
any confidentiality aspects.




Importance of having compatible information system with

suppliers

¢ All the agreements are in the same format for al their suppliers,
unless there is a specific difference needed on the product or by
country.

o If for example, there maybe something specific that hasto be
monitored, there will be additiona appendix.

e Case BB uses a standard agreement for each new supplier and
therefore doesn’'t need to create a new document for each new
supplier.

e Case BB share dl theinformation related to the supplier because
Case BB operate a consigned dock model or Vendor Managed
Inventory (VMI).

e Themaority of the stocksthat is stored in the warehouse are
owned by the supplier. The deal isthat Case BB placethe
purchase order on them, the product is delivered to the
warehouse and Case BB doesn’t pay for it until the product
ships to the customer. There are certain clauses built in, where if
it doesn’t ship within 60 days, Case BB would pay the supplier
for the product and Case BB has a similar back to back
agreement with their customers, so Case BB doesn't have any
liability.

e Thekind of information that are shared with the suppliers
through the SAP system include the customer’ s part numbers,
how long the product isin the warehouse and how much of the
product isin the warehouse.

Factor 5:
Supportive
organisational design

Internal group responsibleto over see the global sourcing

process

e The materials team in conjunction with the engineering team
particularly where some of the product is a bit technical and
complicated, which need engineering effort.

o If itisastraight forward procurement item, the materialsteam
will manage it.

e Thedirectorsreport to the Chief Executive. The materials team
come under the Supply Chain Director.

Purchasing volumes aggregated on aworldwide basis

e Practise purchasing volumes aggregated on a worldwide basis.

Factor 6:

Structured
approachesto
communication and
relationship building
with suppliers

Communication and coor dination tools

o Internally there will be daily meetings, like an operations
meeting where the warehouse team will meet with procurement
and IT and finance, to discuss any day to day issues that may
have occurred.

o A matrix supplied by each group and they’re reviewed each
week.

e Email.

¢ Regular weekly meetings that is ongoing to review different
issues.

e Communications with the supplier, for critical suppliersthere
will be a conference call each morning and that will be followed
up by email to confirm what was agreed, suppliers are also able
to dial in through the internet to see the status of their parts and
then as suppliers need they will talk to different departments
about different issues.

e Suppliers have a pack that will have them measure themselves




against their performance, and look at matrix. The matrix will be
reviewed with the suppliers every 3 months as part of the
quarterly business review.

e The matrix looks things like delivery performance and quality.
The ddiveries are recorded in the matrix pack and if the
deliveries are late and also there' s quality issues, that’s how
Case BB flag that there are problems and then decide to choose
to either leave that supplier or find a better supplier.

How potential suppliersareidentified

o Have alarge supplier database by categories of product

e Case BB will initialy talk to the suppliers at the beginning of
the project to see who might be best suited to carry out the work.

e Then Case BB would then send the suppliers an audit document
to understand about the company, like a company survey, ask
the size of the company, turnover, quality systems, IT systems,
the number of people in the company, design capability

e Then select suppliersfor avisit to their factory.

o If everything the suppliers are doing is satisfactory, Case BB
would negotiate with those companies and select them on their
ability to deliver quality of service and price.

How relationship with current suppliers are managed

e Managed through the matrix on daily, weekly monthly
performance. These information are gathered and sent to
suppliers and reviewed every quarter. The matrix would vary by
supplier depending on what they’ re supplying and complexity of
the product.

e Thefrequency of visiting suppliers would depend on how
critical the suppliers are to Case BB

o |If they are amajor supplier, Case BB will see them once every
guarter, and at that time conduct a quarterly business review.

o |If they are supplying a non critical part, Case BB may meet
them every 6 months.

o |If they're category 3 where the parts can be obtained from
anywhere, Case BB may not visit them at all.

¢ It depends on the relationship and if there are any issues that
needs to be addressed.

o For suppliersthat are working on new designs, Case BB would
visit them formally once a quarter, but may have people visiting
them every 2™ week at particular times.

o If thereisaquality issue, Case BB will visit them and stay on
site until the issue isfixed.

Factor 7: How sour cing goals ar e established and linked to the overall

M ethodologies for company objectives

measuring savingsor | e From an overall company point of view Case BB clearly wants
performance to have product delivered that’s of the right quality and from a

company that has design capability, and their ability to reduce
lead-time and produce a plan that would show cost savings.

e Case BB would take those items and work them into the
quarterly business review scorecard and then able to judge
companies performance againgt that scorecard. The scorecard
looks at |ead-time reduction, cost savings, quality and delivery.

o |If there are suppliers are struggling, Case BB will then need to
make a decision to help the supplier or go to a new supplier.




M easuresto evaluate performance improvements or benefits

from global sourcing

e Thekey oneswould be lead time reduction, cost reduction and
maintaining consistent quality.

Performance reportsdistribution

¢ They would be circulated to theinternal quality team, materias
team. These teams will monitor performance and watch for
trends and that data would be rolled up into the quarterly
business review.

Factor 8:
Qualified personnel

Knowledge and skills

e Ability to negotiate on price and lead-time.

e Understanding of the culture.

e Communication skillsare critical. “making sure that what we
are asking for is very clear, and sometimes you can bein a
conference call and you can say certain things in a particularly
local manner well you need to make sure that the person at the
other end of the phone understands what you area saying, and
similarly when you are writing emails they’ re very clear their
concise and minimum number of words. So the communication
piece | think is absolutely one of the most critical partsthe
skill”.

e Some of the employees have IPICS, Institute of Production And
Inventory Control.

Training

¢ ldedly somebody who has a qualification in procurement as a
start and then their ability to negotiate and their communication
skill is absolutely critical.

e Case BB runs courses on communication and on negotiations.

o |If their employees want to study, Case BB also provide finance
for them to study.

Between the eight

factors, top three

factorsconsidered
most important

1. Qualified personnel
2. Executive commitment to global sourcing
3. Integration through information technol ogy

Other factorsthat
were considered as
important

I’ simportant to have al the skills in the organisation particularly
communication and to understand culture. Face to face meetings are
very important in order to understand the culture and build
relationship with suppliers.

Case (CC)

Supply chain and operational solutions company
Consulting Company
Role of I nterviewee: Director

Current sourcing
level

Factor 1:
Executive
commitment to
global sourcing

Role of the executive leader ship

¢ In most companies there tends to be a person who is head the
role of a supply chain director or a manufacturing director still.

e Sometimesthat role is not actually on the board soit’san
executive position but not actually on the main board

Process owner of the global sourcing strategy

e The supply chain director or a manufacturing director.

e Some clients the company has worked with, although they have




aglobal sourcing group, they have subsidiary companies for
instancein Italy, or in Russia or elsewherein the world and
those countries have their own sourcing units. Then those
sourcing units do not work together with the global sourcing
group. There are sometimes some friction and some battles
between the country and global sourcing group and that stops
good global sourcing.

Factor 2:
Rigorous and well-
defined processes

The global sourcing process

e Theglobal sourcing asits set in most of the client’s companies
isnot rigorous and it’s poorly monitored and poorly reviewed.

How global agreements are monitored and reviewed

e Thereisnot arigorous and well defined process, in the mgjority
of the clients that the company work with.

Factor 3:
Availability of
needed resour ces

How critical resources made available

e Thefinancial resources are not a problem and that is made
available because the groups are buying large value, amount in a
year, with alarge high spend.

¢ However the human resource side, the groups are often very
restrained.

e Thereason the clients use the company’ s service is because the
clients haven't got their own internal human resource capacities.

How relevant infor mation is made accessible and shared

e A large number of the clients still work on paper systems.

e Some of them use e-trade, emails and spreadsheets for calling of
orders, PeopleSoft, SAP internally but that doesn’t give much
flexibility of e-sourcing.

Factor 4: How global agreements ar e managed

Integration through e Globa agreements are very poorly managed by most of the

information clients.

technology e The agreements are managed through the individual’ s memory
and the individual system of individual buyers and sources.

e “Without having the transparency and visibility they can’t see
what the workload, they cant see the risk that are there and they
are dependant on individuals work pressures and individual’s
loyalty.”

Importance of having compatible information system with

suppliers

o -

Factor 5: Internal group responsibleto over see the global sourcing
Supportive process

organisational design

e Normally falls under a purchasing or a supply chain
organisation. Normally one or two levels below board level.
Purchasing volumes aggregated on aworldwide basis

Factor 6:

Structured
approachesto
communication and
relationship building
with suppliers

Communication and coor dination tools

The clients use email to alarge extent.

e Spreadsheets for information of humbers and volumes.

¢ Word documents for specifications and orders.

o Faceto face meetings.

¢ Video conference software.

How potential suppliersareidentified

e It tendsto be from personal knowledge of the buyers.

e Some of the clients are increasingly recruiting buyers from




different geographical areas such as Chinaand Indiato have
local knowledge of supplies.

e Local based agencies.

How relationship with current suppliers are managed

¢ The clients manage the relationship with current suppliers
poorly.

o Theclients put insufficient effort into producing goods
specifications and therefore when they provide those
specifications to suppliers, they have too much latitude to make
changes.

¢ Most of the clients are looking to source more cheaply rather
establishing long term rel ationship with the supplier.

e There are some suppliers who are key suppliersin acompany’s
devel opment so they should devel op a business relationship with
those suppliers, as suppose to just moving supply based on the
latest price change.

e Some relationships should be on a partnership basis, others
which are for products which are more commodity like,
companies can just shop around and go for cheapest price.

¢ Many companies don’t have an ability to manage both types of
supply groups. They tend to lump them al into the same
categories, commodity supplies.

Factor 7:

M ethodologies for
measuring savings or
performance

How sour cing goals ar e established and linked to the overall

company objectives

e Sourcing goals are generally linked through year on year
measurements of cost reductions.

o If thereisareduction, it then links through financial planning on
the profit and loss level of what the expected cost of goods
would be.

M easuresto evaluate performance improvements or benefits

from global sourcing

¢ One of the clients, the measure islooking at the proportion of
how much the sourcing is now coming from the Far East as
oppose to Europe or the US. The measure of how well they are
doing is how much of the sourcing has moved to alow cost area.

e Having a proper measurement isimportant because within most
companies measures are still important and people tend to
deliver on what they are measured on so therefore it’'s a good
way trying to ensure that the company does achieve something.

Performance reportsdistribution

o Distributed almost solely within the supply chain group and
would very rarely go outside the supply chain group.

e Would occasionally go out to the CEO.

Factor 8:
Qualified personnel

Knowledge and skills

¢ Need to have skillsin order to work across other parts of the
globe. “The good purchasing people that | meet are those that
are used to travelling and working all round the globe and not
just within one area.”

o Personal qualifications are less important than having a person
with the right personal skills and motivation. “I’ve met buyers
who are very good buyers but without any formal qualifications.
If you are in atechnical industry then the requirement to have an
understanding the technical product isimportant. But again |
don't think it'saformal qualification, | think itsjust knowledge




about your own particular business and technical area.”
e Language and cultural barriers have decreased a great deal.
Training
e Themaority of the training is on thejob training. They work
along side another colleague.

Between the eight

factors, top three

factorsconsidered
most important

1. Executive commitment to global sourcing
2. Availability of needed resources
3. Supportive organisational design

“Factor 1, because without sufficient support at the highest level
and the support to change the sourcing strategy, the company
wouldn’t make progress.”

“Factor 5, | frequently seethat poor design of organisation of
historical organisations severely hinders global sourcing, and having
the right people available who can have the right time to investigate
and sources are important. So those are the three | say are the most
important.”

“Contrary wise the reason | haven't pick the other onesisthat I've
seen successful global sourcing with very poor processes, Factor 2.
I’ ve seen successful globa sourcing with very poor integration of
IT. | have seen again successful global souring with very
unstructured approaches. I’ ve seen successful global souring when
there are very few processes or objectives set for doing it and as
I’ve said before I'm not sure that qualified personnel are important
in terms for the process compared to having the right person
available with the right knowledge.”

Other factorsthat
wereconsidered as
important

“Where the market is for the product | think isfairly key. To be able
to consider the question of where the sourcing is compared to where
the market is for each product, | think is quite important.”

“And | think the type of product is very important as well.
Particularly maybe in terms of the weight of the product or the lead
time required by the customer. So a heavy product being obviously
more expensive to move around the world and if the response time
for a customer wanting something is very2 short it may not match
up with the global sourcing.”




Appendix 9 — Cross cases summary

FACTOR 1. EXECUTIVE COMMITMENT TO GLOBAL SOURCING

Role of the executive leader ship

The executive leadership played an active role in most of the cases.

The executive leadership is an important part of the sourcing strategy (Case 3B)
and very much involved (Case 5F).

The only case where the executive leadership had limited involvement was in a
company which was at Level 2 of the sourcing level, where they used a virtual
procurement network to source products (Case 2A).

Role of executive leadership:

» providing some |eadership and direction (Case 2B, 3E, 5F)

» objective setting (Case 2B)

> setting targets about the degree of global sourcing that is required and
cost reductions (Case 2B)

> determine what proportion of spend should be done through global
partners (Case 2B)

» develop strategies (Case 2C, 4A, 4B, 5B, 5C)

> dealswith issue such as offset or industrial participation (Case 2C)

» setsthevision and direction (Case 3A)

> set strategies such as outsourcing, decision not to go to China, selecting
acertain partner based in Europe (Case 3B)

» committed to developing low cost supply relationships in the form of
joint ventures and acquisitions (Case 3E)

» ensuring stakeholder buy-in (Case 5B)

» ensuring delivery of strategy (Case 5B, 5F)

> establish strategic approach to global sourcing (Case 5G)

The vision from the executive leadership is turned into specific objectives and
cascades down to the appropriate level that will roll out the strategy that has been
developed (Case 3A, 3B).

The company has a top down initiative to reduce costs as much as possible (Case
30).

Depends on the particular part of the sourcing strategy. For indirect goods, the
President would have very little input. For direct goods, the President, executive
team and executive leaders within each of the business units have input into
creating and developing a strategy such as low cost strategy (Case 5C).



Pr ocess owner of the global sourcing strateqy

e The process owner of the global sourcing strategy is usually the person at the
executive level. Examples of some process owners include:
» Head of Procurement Network (Case 2A)
» Group Operations Director (Case 2B)
» Trade Development Manager (Case 2C)
» Group Procurement Director (Case 3A)
» Operations Manager (Case 3B, 3C)
» Vice President of Purchasing (Case 3D)
> Senior Vice President of Supply Chain (Case 3E)
» Executive Vice President of Global Purchasing and Strategy (Case 4A)
» Supply Chain Manager (Case 4B)
» Global Procurement Council (Case 5A)
> Executive Vice President for Global Commodity Purchasing (Case 5B)
» President of Sourcing (Case 5C)
» Vice President of Group Purchasing (Case 5D, 5E)
» Sourcing Director (Case 5F)
» Chairman of the company (Case 5G)

e The Operations Manager is responsible for manufacturing, logistics, purchasing,
world and factories in the UK. In terms of the company as a whole group
company, the Central Purchasing Group looks at the different divisions in the
company. The Central Purchasing Group sets strategy and guidelines for the UK
division to follow (Case 3B).

e The globa sourcing strategy is led by the individual divisiona groups in the
company for most of the parts. The company is divided into divisions, and each
division has the responsibility of providing services and goods to the customer.
Direct high tech materials and services is the responsibility of the divisional
purchasing management. The indirect materials and common components is the
responsibility of the corporate purchasing. Each division has its own Board of
Directors and then the divisional purchasing people have to report to the Corporate
Vice President of Purchasing (Case 3D).

e Functionally there are two big operating units, one is North America, and the
other is the UK and the rest of the world. Each of those operating units has a
Procurement Council, which comprises of all the Senior Procurement Directorsin
each of those businesses. The two procurement councils set the specific policies,
strategies, and operational agendas unique to those operating units. Then thereis a
Globa Procurement Council which has the top five Procurement Directors from
each side of the operating unit to form an overal Procurement Council. The
Globa Procurement Council set strategies, sourcing policies, optimising things
that can be done on the globa scale and that can be done on an operating unit
scale, people strategy, development, the succession planning and addressing the
main/major suppliers (Case 5A).

e The process owner of the global sourcing strategy is the Sourcing Director of each
division. The Sourcing Director is responsible for purchasing and the global
sourcing specialist in the company (Case 5F).



There are some process owners that head a purchasing or procurement group.
From the case studies, the companiesin Level 5 have a purchasing or procurement
group which are led by an executive leader and are active in making sourcing
decisions.

In Case 5D, the purchasing or procurement group is formally called Group
Purchasing Council. This centra purchasing panel evaluates different global
purchase decisions. The Supply Chain Director takes part in the council.

In Case 5E, the Vice President of Global Purchasing is on the executive
committee, the board and head up a group called the Purchasing Council. There
are 4 divisions in the company. The Purchasing Council is in a position where it
can influence all the divisions and cut across al the divisions independently.

Case 3A has a Sourcing Council but it only gives advice on finding the best
suppliers and does not make decisions on which supplier would be chosen.



FACTOR 2: RIGOROUS AND WELL-DEFINED PROCESSES

Theglobal sourcing process

After identifying a product requirement, the Virtual Procurement Network is used
to understand sources and cost savings in order to source globally (Case 2A).

There isaprocess of validating any new suppliers that have been identified using a
supplier questionnaire. Upon the completion of the questionnaire, it will be
reviewed. If acceptable, then move to the next stage of sending in a person from
the company to go and do a quality audit of the facility. Assuming that’s
successful, then the final steps is to do a review of the criticality of the supplier.
How much will the company spend with this supplier, what sort of services will
the supplier provide and a financial assessment of the company. Then they will
become a validated supplier (Case 2A).

The process starts off with identifying the local requirements and identifying what
the factory needs. Then the company decides whether the products can be sourced
locally or sourced cheaper outside the UK. The process is fairly ad-hoc and not a
very formal process. The company aso looks a a common supply base and
negotiate with some globa suppliers to pool the common needs throughout the
company (Case 2B).

Thereisn’'t aglobal sourcing process (Case 2C).

In Case 3A, the decision, power and spend is rightfully with the projects. The
projects send out the purchase orders instead of the purchasing function. The
purchasing function sets the policy and strategy around helping people to develop
skills, education, and works with other functions to make sure the company’s tied

up.

The company tries to buy things as locally as possible with the lowest price. Since
the company buys very specialist items, there are a limited number of suppliersin
the world that they can buy them from. The company have to go abroad to
purchase items for technical reasons. The company look at suppliers that have big
enough capital equipment to machine the items cost effectively and is driven by
cost and technology when sourcing for products (Case 3B).

The company has a process and guideline for qualifying suppliers. If asupplierisa
strategic supplier, which is making a very important part of the machine, the
company will look into the potentia of forming partnerships with the supplier.
Technically, the company is looking for companies that are robust financialy.
There are a number of factors that effect the decision of selecting suppliers. For
example, the kind of quality systems and quality control the supplier has (Case
3B).



e The first step of qualifying suppliers is to send the company’s engineers out to
look at the suppliers, establish suppliers abroad and making sure that the
procedures are up to standards, and if not, the company would help bring up the
supplier bring the procedures up to standard. When the supplier is already chosen,
then the company will have the buyers work with the suppliers looking at pricing
per kilo, bringing in quotes, sending drawings out to the supplier, waiting for the
quotes to come back. From there the company will collect all the information on
the process, look at the prices the company is paying a the moment, the FOB
(freight on board) price. This process is basically to make sure the supplier can
supply to the quality the company requires (Case 3C).

e The globa sourcing process has two strands. Firstly the company looks at
technology, for a high end sourcing. The company mainly sources from United
States more than anywhere else where high tech equipment is available. The
company is not looking particularly at the cheapest option, but looking more for
the best high tech solution because the company isin atechnology driven industry.
Secondly, the company considers value for money and low cost sources for more
common parts (Case 3D).

e The global sourcing process is driven by each major commodity in the company.
The top three commodities are metals, composites and machining. There is a
commodity lead for each of those three commodities that are senior supply chain
individuals. There isn't a formal structured sourcing process. The company has
developed a low cost strategy of being part of the commodity strategy in each of
the major commodities (Case 3E).

e Starts with creating the vision and defining what the requirements are in the
corporate level. Decide what the company will make internally and buy on the
externa network. Once the company have pulled together the customer
reguirements, genera business requirements, technical requirements, the company
gets a future vision of what the needs are in the supply chain. Then the company
looks at the current status and see if there’'s a gap between what the company
needs in the future and what they’ve got now. Study the market; look at the
competitors are doing particularly in Asia. In the industry, there are some red
oligopolies in because some of the technology is quite difficult to replicate and its
capital intensive. So for some commodities there is only one or few suppliers
globally who can satisfy the technica requirements and so al of the competitors
tend to be using similar companies. Pull all of the information together and then
develop a commodity strategy and that is renewed every year. And from the
commodity strategy develop specific supplier strategies (Case 4A).

e As the company is part owned by an Indian manufacturing company, the global
sourcing process in driven by the low cost products that can be purchased from
India and the specialist parts that are only sourced from certain countries (Case
4B).

e The globa sourcing process differs between direct and indirect commodities.
Examples of indirect commodities are infrastructure, company cars and stationary.
Examples of direct commodities are electronic components and raw materials
(Case5A).



e A globa sourcing process exists within the company’s Global Quality Procedures
(GQP). GQP is a deployment process of the Business Plan into individual or team
actions. GQP focuses on strategies to achieve customer satisfaction, improve
qguality performance and satisfy legal or regulatory requirements through the
deployment of quality system requirements. This process requires that new or
revised strategies are presented to key stakeholders within the business for buy-
off. A sound business case is required commercially, and the commodity team
also has to demonstrate that the suppliers in question have the capacity and
capability to deliver the strategy (Case 5B).

e The globa sourcing process is a generic process which is milestone driven and
every sourcing project is put in a Program Management Report. The company
emphasises on developing margin by developing profit by sourcing at the lowest
overall cost (Case 5C).

e The global sourcing process is done through a fairly standard tender process. For
manufacturing decisions, in terms of decision to locate factories abroad, there are
specific purchasing teams who look for suppliers local to those factories (Case
5D).

e The basic global sourcing strategy is to join up 50 locations globaly in 22
different countries. The approach is a commodity lead process, where the
purchasing and sourcing process are broken down into severa key groups. (1) the
commodity lead, (2) project management for new product implementation and
other projects that come up on a business level, (3) transactional or a tactical
purchasing process, (4) low cost country sourcing to take our commodity groups
and have both Asian and Pacific sort of sourcing office and that will be done
regionally and (5) indirect spend. Each global commaodity lead will be responsible
for developing the commodity strategy and the foot print for the supply base. The
key strategy for the whole group is to narrow down the number of suppliers (Case
5E).

e The global sourcing process is a balance between operational excellence and low
cost manufacture. The Production Systems Director manages the operational
excellence and the purchasing team are involved in looking for low cost
opportunities in emerging markets. If the company was bringing in new products,
they will do a Supplier Quality Assurance (SQA) review and then followed by a
review of the manufacturing process to make sure that the supplier was meeting
the operationa standards as well (Case 5F).

e Once the company has decided on an appropriate source, the first thing is always
to get approval by the quality engineers and quality department. The first stage in
any process would be to establish a potential supply source and then the first direct
action would be to have a quality audit done of that potential supply source and get
a report back from the quality engineers to the suitability of their processes, their
equipment and their business structure to support the demands of supply to the
company (Case 5G).



Categorising a company’ s expenditure was considered important to maximise and
leverage spend with suppliers. Thisis done by identifying what the company buys,
categorising similar products into groups and identifying what products or services
that are available in the market or from the company’s current suppliers (Case
AA).

Potential suppliers need to demonstrate that they comply with various standards
like 1SO, and have sign up to some ethical standards (for example, they're not
using child labour). Suggested activities that companies should perform before the
supplier is approved include auditing the factory, checking their paperwork and
their ability to manufacture the products (Case BB).

From the case studies, the companies starts the global sourcing process with
identifying what are the company’s future requirements. Based on the
requirements, strategies are then developed on purchasing spend.

The global sourcing process is highly influenced by the nature of the product
being sour ced and the global sourcing strategy (focus low cost or high end).

How global agreements are monitored and reviewed

Formal supplier reviews are done monthly, half yearly or yearly basis (Case 2A).

There are quarterly meetings of the procurement managers who share information
at meetings and share progress against the targets (Case 2B).

An agreed framework will be set up in a global agreement and compliance will be
monitored through the integrated supplier information system (Case 3A, 5A). The
system pulls together which supplier they are spending it with, what they are
spending on and the performance matrix against the key performance indicators
(Case 5A).

The Central Purchasing Group negotiates the legal agreements with suppliers. The
legal department deals with the contracts and reviews them (Case 3B).

The global agreements are monitored at a corporate level, through regular
Quarterly Business Reviews (QBR) with their suppliers. The company monitors
suppliers on quality, delivery and relationship (Case 3D).

The global agreements are monitored on a site basis. There is a senior commodity
review meeting on a set frequency with the suppliers. The review meetings tend to
be led by the Heads of Composites, the Head of Metals or the Head of Machining
(Case 3E).

The global agreements are on an annual basis review of the commodity and
supplier strategy. The company checks performance on quality and delivery,
technical capability, future capacity, and whether it's still relevant for the next
year (Case 4A).



The global agreements are monitored with regard to quality and on time delivery.
There is no provision to calculate total cost in and total supply chain cost. Thereis
a very basic calculation which takes in reworks costs, shipping costs and price
costs. It doesn’'t take into account any form of increase cost of administration,
extended communication costs and extended supply chain (Case 4B).

The Global Commodity Purchase Executive approves Long Term Agreements
(Case 5B).

The commodity team put in place the global agreements. The monitoring process
include (1) Bi-Monthly Site Reviews to confirm the agreement implementation in
terms of delivering profit growth committed. The bi-monthly site review is more
financial review driven and management review in terms of making sure the
contracts are implemented on schedule. (2) Quarterly Business Reviews with core
suppliers to review contract performance of both parties. Thisis done to develop a
relationship for strategic reasons. It is held with the seniors of the suppliers and
seniors of Case 5C. Quarterly business review looks at actual performance of the
supplier against the contract and of the customer against the contract (Case 5C).

The legal team oversees the agreements. The agreements are reviewed by the
Departmental Heads in each of the business units for monitoring performance
(Case 5D).

Global agreements are negotiated and oversee by the Vice President of Global
Purchasing (Case 5E).

The process of monitoring global agreements is done locally and reviewed at |east
annually. In each of the low cost regions, there are local specialists who deal with
people locally. Thereis a Supplier Quality Assurance (SQA) manager who would
go out independently from Europe, to India and China and make sure that the
processes were being followed (Case 5F).

The key measurables are three things. quality of supply, quality of product and
cost. Once a supply agreement has been established, if the supplier is meeting the
expectations in terms of supply quality, product quality and price then generally
the company will look to develop the supply relationship with them. The company
doesn’'t actively look to change the supply agreement unless the supplier gave the
company a good reason to change, by causing a supply difficulties, quality
difficulties or giving the company a reason to believe that a cost of supply were an
issue (Case 5G).

Regarding the process of qualifying suppliers, most cases have a formal
process and guideline for qualifying suppliers.

A formal processisimportant to ensure quality and delivery. In addition, this
process will also reduce the risk to the company by having specific criteria
that need to be met in order to qualify asa new supplier.



FACTOR 3: AVAILABILITY OF NEEDED RESOURCES

How critical resour ces made available

e Need to have the right buying resource in place to support any global sourcing
process (Case 2A).

e Having theright peoplein theright place isvery critical (Case 2B).

e Pull human and financial resources on a program by program basis (Case 2C). The
critical resources are made available through project type scenario (Case 5G).

e All the specidists from al the functions, finance, human resource, engineering,
purchasing and supply chain play their part in an integrated project team (Case 3A,
3D). All the resources are provided through the projects (Case 3A, 3D). The
functions in the company are very small (Case 3A). The projects have got the right
staff with the range of skills to discharge the project (Case 3A).

e It depends on the size of the supplier and how critical is the supplier. If the
supplier is common to the other divisions of the company and if it’s a criticaly
important big spend supplier, the Central Purchasing Group would manage the
process on a group basis. If it's a supplier that only Case 3B uses, they would tend
to manage that supplier process themselves.

e The resources are distributed using a budget (Case 3C, 4B, 5E, 5G). As with al
other functions within the business, Commodity Purchasing is required to submit
an annual budget for corporate approval (Case 5B).

e \Within the purchasing division the company has a full finance and human resource
team. The company has a dedicated resource allocated to purchasing permanently.
Those resources are built in the purchasing division (Case 4A).

e A common practise to overcome cultural barriersisto recruit aloca person in the
foreign country. Recruit alocal person in Chinawith good procurement skills and
knowledge of the area (Case 2A).

e Extensive resources are needed to support the global sourcing process in
terms of finding qualified personnel, identifying potential suppliers and
under standing foreign cultures.



How reevant infor mation is made accessible and shar ed

e Relevant information that is required for the global sourcing process across the
cases, are made accessible and shared mostly through:
» an Enterprise Resource Planning (ERP) system (Case 2A, 2B, 3B, 5F)
» faceto face meetings (Case 2A, 2B, 3B, 4A, 5C, 5G)
» emall (Case 2A, 2B, 3B, 3E, 4B, 5G)
» spreadsheet (Case 2A, 2B, 5G)
> integrated supplier information system (Case 3A, 5A)
> Intranet or internal web portal (Case 3C, 3D, 3E, 4A, 5C, 5D, 5E, 5F)
» shared database or shared drives (Case 3C, 3E, 5G)
» video conference (Case 4A, 5C, 5G)
» Local Area Network (Case 5B)

e Relevant information is not readily available because of the disparate systems
available in the company (Case 2A).

e Thereis no forma structure on how relevant information is made accessible and
shared. It is poorly done (Case 2B).

e The integrated supplier information system allows procurement and supply chain
people to see who places the purchase order, when, what’s outstanding and debt
(Case 3A). In addition, which suppliers the company is using today, what the
spend is and the supplier’s performance. The database is used to make sourcing
decisions.

e Suppliers are not alowed to access any IT systems because the risk is too high
(Case 3B).

e Information is starting to be shared among the groups in the company. The
company is looking at a better system at the moment and will eventually move to
one complete system (Case 3C).

e The company has atop level Group Purchasing Committee (GPC) that meets once
a month and al the information are shared through this medium. The GPC
comprises of al the hands of purchasing from the divisions and the Vice President
of Purchasing for the entire company. The GPC handles al purchasing issues such
as making strategy and policy (Case 3D).

e Information is shared through a monthly globa supply chain review meeting,
where each of the commodity and site leaders updates on the various initiatives
(Case 3E).

e Share the information with the board and production function using a monthly
reporting method. The supply chain manager produces a report based on spend,
delivery performance and quality performance (Case 4B).



There is a strategic partnership and a strategic engagement with the top major
suppliers of the company. The top suppliers are involved in an annual board
meeting (Case 5A).

Globa Sourcing Forums are held half yearly where commodity teams are briefed
on current status of strategies around the business (Case 5B).

The senior management sits down once a week and share information about
projected growth, new products coming in, new processes that may affect the
demand and supply base, any significant increases in volume and long term
planning. They can then see where there's a potential shortfall in resource or a
skill set in terms of a new process that they need to identify and deal with (Case
5G).

Being able to share information across worldwide business units would
benefit companies in terms of collating the information for future planning
and facilitating the decision process.

Although most information can be shared through the Internet, face to face
interactions and personal contact are still considered important.



FACTOR 4: INTEGRATION THROUGH INFORMATION TECHNOLOGY

How global agreements are managed

Case 2A has a central repository, but it’s not a system.
No contract repository (Case 2B, 5B).

There is a contract repository that stores agreements electronically (Case 2C, 5A).
The system is accessible through appropriate security levels, the right people can
access and look at the global deals.

There is a designated purchasing personnel for each supplier and that person is
responsible for maintaining that contract (Case 2B).

Agreements are posted online in the company information system (Case 3A).

All contracts are copied to the financial department locally and major contracts
shared with the Central Purchasing Group. The contracts will be sent to the
Central Purchasing Group for approval (Case 3B).

Not al contracts necessarily have an expiry date. Normally the contracts are
around until they are terminated by either party (Case 3B).

Agreements are managed by a senior buyer. There is a spreadsheet available to the
senior buyer which informs the dates of when contract reviews are coming up
(Case 3C).

There is a depository of global agreements in one central area. There is a
mechanism to aert the purchasing team when agreements expire so they can
renew them (Case 3D).

There is a contract repository (Case 4B, 5C, 5D) that is managed by the
purchasing team (Case 3E, 4A, 5G). The purchasing team manages the review
and renegotiation process (Case 3E). An interna commercia service group within
purchasing, manages the contracts, provide legal guidance and deals with expiry
dates (Case 4A).

The contract repository provides warnings by flashing like an email (Case 4B).
The standard agreement period is about two to three years (Case 4B).

The Commodity group is responsible for approving, holding and maintaining the
agreements (Case 5B).

A Program Management Report will identify month by month when each of the
long term agreements expire (Case 5C).

The contract repository is handled by the Legal and Globa Purchasing team (Case
5D).



e The sales team manages globa agreements (Case 5F).

I mportance of having compatible infor mation system with suppliers

e Across the cases, the benefits that have been identified from having compatible
information system with suppliers include:

» changes are noticed quicker (Case 2B)

> pushes away the responsibility to the suppliers and makes the supplier
more accountable (Case 2B)

> reduction of paper transactions (Case 2C, 3D) by getting rid of paper
based invoices and billing system

» savings in terms of hard copy printing and cost of postage (Case 2C,
4B)

> savings in terms of time as the documents can be accessed and shared
anytime (Case 2C, 3C, 3D, 4B, 5D)

» configuration management and control (Case 2C, 3E)

» makethings easier (Case 3C)

» reduce paperwork (Case 3D)

» reducethetimeit takes to process orders and invoices (Case 3D)

> reduce the time to compile information (Case 3D)

» reduce human error (Case 3D) because no need to translate information
from one system to the other

> facilitate the sharing of accurate information and technical
specifications (Case 3E, 5G)

» large amount of data can be transferred quickly (Case 3E)

> facilitate the production planning (Case 4B)

> having a common process of presenting information to the supplier
(Case 5C)

» increase accuracy (Case 5D)

» faster reaction to change (Case 5D)

> flexibility (Case 5D)

> ability to share information (Case 5E)

e Some cases consider having compatible information system with suppliers as not
critical to a business (Case 2A, 3C, 4A). Having compatible systems would be
fantastic but not critical to the business (Case 3C). Case 4A just uses asimple web
based systems that is accessible to anyone.

e Aslong as the company is able to exchange data through SAP, word, excel and
email, it was considered sufficient (Case 2A).

e Some cases consider having compatible information system as important (Case
2B, 2C, 3D, 5A, 5B, 5C, 5D, 5E, 5F, 5G). Not a prerequisite (Case 5D).



Some suppliers, the company is very integrated with. For the other suppliers, the
company are not integrated at all or not well connected (Case 2B, 5D). Major
suppliers are linked quite closely with the company’ s system. With some smaller
suppliers, communications are done more just through email and manual
discussions (Case 5D).

It is important that suppliers can readily access information on supply and
forecasting (Case 2B).

The decision to have a compatible information system depends on the extent of
sourcing activity conducted globally. In Case 2A, the usage of email and
spreadsheet as a means of sharing information was considered sufficient.

Use a trading portal (EXOSTAR). Set up by the Defence and Aerospace
community. This trading portal allows online auctions with the suppliers, receive
payment, put purchase orders out and to some extent, share a read only document
on design information. Companies in the industry can find new suppliers through
thistrading portal as suppliers can register and put their profileinit.

There is no problem of sharing information because most of the information
needed is sent through email (Case 3C).

The company exchanges engineering information with suppliers electronicaly
(Case 3E).

The company don’'t have compatible or access to the supplier’s system (Case 4B,
5C). Everything needs to be extracted from each others individual manufacturing
system and shared through spreadsheet and email (Case 4B).

The company has a fully integrated SAP system with suppliers. Communication
with suppliers is supported through an internet portal. Licenses are provided to
suppliersfor key information (Case 5B). .

The web portal alows for every supplier to have a user name and password, so
they can exchange information like RFQ and quote information directly onlinein a
secure way (Case 5E).



FACTOR 5: SUPPORTIVE ORGANIZATIONAL DESIGN

I nternal group responsible to over see the global sourcing process

e Theinternal group that is responsible to oversee the global sourcing processisthe
group that is headed by the global sourcing process owner. Examples of some
internal groups that are responsible to oversee the global sourcing process include;

m Head of Group Procurement Network (Case 2A)

Commercial Procurement Group (Case 2C)

Procurement Director (Case 3A)

Sourcing Council (Case 3A)

Central Purchasing Group (Case 3B)

Purchasing department is responsible which is headed by the Operations

Manager (Case 3C)

Group Purchasing Committee (Case 3D)

Senior Vice President (Case 3E)

Global Purchasing Council (Case 4A)

Supply Chain Manager (Case 4B)

Procurement Council (Case 5A)

Purchase Executive Meeting Committee which is chaired by the Chief

Procurement Officer (Case 5B)

Commodity team (Case 5C)

Group Purchasing (Case 5D)

Purchasing Council (Case 5E)

Centre of Excellence (Case 5F)

Original Equipment (OE) Purchasing Team headed up by the Global

Purchasing Manager (Case 5G)

e The Head of Group Procurement Network is responsible to oversee the global
sourcing process and drafting templates to use in agreements (Case 2A).

e The Category team is responsible to identify globa opportunities, develop the
opportunities into sourcing agreements and implement the tools and techniques
that the Head of the Group Procurement Network has identified (Case 2A).

e Depend on three elements, maor equipment, direct commodities and indirect
commodities. For magjor equipment and indirect procurement, it's led by a
Procurement Director. For direct commodities, take advice from the Sourcing
Council (Case 3A).

e Part of the Central Purchasing Group's role is to negotiate with big strategic
suppliers using the total group spend to obtain price leverage (Case 3B).

e The Centre of Excellence's responsibility is to guide the globa sourcing strategy
and look at cost reduction opportunities by looking at piece parts maintenance and
value engineering initiatives (Case 5F).



Pur chasing volumes aggr egated on a wor ldwide basis

Practice purchasing volumes aggregated on a worldwide basis (Case 2A, 2B, 2C,
3A, 3B, 3C, 3D, 3E, 4B, 5A, 5B, 5C, 5D, 5E, 5F, 5G).

There is group negotiation and supplier management process with key suppliers
for the entire group (Case 3B).

The company aggregates the common elements which tend to be the lower cost
items. Many of the higher cost items cannot be aggregated because they are built
to specification, so there is no commonality (Case 3D).

The decision to aggregate volume depends on the extent the company wants to
strategically protect their business from the risk of having al their eggs in one
basket (Case 5G).

In terms of aggregating purchasing volumes on a worldwide basis, there was only
one case study that didn’'t practice it (Case 4A). The reason for this was that their
different facilities made different products and required completely different size
parts. However, they do use a common supplier base where possible to aggregate
spend.

The benefits from aggregating purchasing volumes on a worldwide basis include:
» being in abetter position in negotiations (Case 2A, 3A)
> Qetting a better deal than the market rate (Case 3A, 5C)
» price leverage (Case 2C)
> get abetter price (Case 3A)
» cost reductions (Case 3D)
> global leverage (Case 5A)
> leverage spend (Case 5C)



FACTOR 6: STRUCTURED APPROACHES TO COMMUNICATION AND
RELATIONSHIP BUILDING WITH SUPPLIERS

Communication and coor dination tools

e Across the cases, the common communication and coordination tools that were
used extensively include:
» email (Case 2A, 2B, 2C, 3A, 3B, 3C, 3E, 4A, 4B, 5C, 5D, 5E, AA, BB,
CC)
» tele/lvideo conferencing (Case 3B, 3C, 3E, 4A, 4B, 5C, 5D, 5F, 5G, BB,
CC)
» faceto face meetings (Case 2A, 2C, 3B, 3C, 3E, 4B, 5C, 5G, BB, CC)
> Intranet (Case 2C, 3A, 3D, 4A, 5C) through Shared Folders (Case 5C)
> Internet (Case 4A, 5D, 5F, BB)
» Telephone (Case 4B)
» Fax (Case 4B)
» Instant messenger system (Case 5E)

e If there is a launching of new products, there is a project management team who
facilitate communication and coordination (Case 2A).

e A combination of a good strong project manager who will do the coordination and
the communication through face to face and email (Case 2A, 5G).

e There are senior relationship managers that manage the relationship with the
suppliersin respect of business development (Case 3E).

e Financia systemsthat give an overview of the business (Case 2B).

e Use SAP (Case 2B, 2C, 3A, 3B, 5F). Data collected includes on time delivery and
quality (Case 3B).

e Usereports (Case 2C, 3B).

e Use supplier portals on the Internet (Case 2C, 5C, 5E). There is a porta system
where suppliers can access information by using certain code words and code
numbers (Case 3D). Case 5C has a Supply Chain web portal available for
suppliers to obtain information and communicate with the company (reference
from the application form).

e Use an internal integrated supplier information system (Case 3A, 5A). Case 3A
uses this tool as a supplier relationship management tool and a globa data
warehouse (reference from supplychainbrain.com article).

e Use EXOSTAR to communicate and collaborate externally with suppliers (Case
3A, 4A, 5A). Share volume and scheduled information electronically in real time
mode. EXOSTAR is a leading provider of multi-enterprise solutions for secure
information sharing, collaboration and business process integration throughout the
extended value chain (reference from exostar.com).



e Use phone (Case 3C).

e There is a local purchasing system within the intranet which is used for
communicating information (Case 3D).

e Using an e-sourcing tool for suppliers online, on the company website. This tool
allows the purchasing team to communicate large amounts of data with suppliers
without using paper. This tool is developed partly because of the restrictions of
security on the business. The company have to be mindful of the fact that they are
dealing with sensitive information, not just company sensitive but government
sensitive (Case 3D).

e Use a process of supplier audit and supplier assessment through a scoring system
(Case 3E).

e Through procurement conferences (Case 5A).

e Use a monthly Sales and Operations Review Board (SORB) where key suppliers
and domestic manufacturing plants are informed of future demand and changes to
short term horizons (Case 5B).

e Every purchasing person in the organisation has a supplier they’re responsible for
and anything that happens with that particular supplier goes through the point
person that’s got the responsibility (Case 5E).

How potential suppliersareidentified

e The methods that were used to identify potential suppliers:

» vary depending on the nature of the product. In one of the cases, the
company source speciaist products that only two or three suppliersin
the world have the technology to manufacture, and the company have
no choice but to buy from those suppliers (Case 4B, 5C).

» vary depending on the familiarity of the company in the source market.
In the case where the company were trying to source from China, the
company recruited people with specialist country knowledge to find
suppliers (Case 5C).

> vary depending on whether the company is sourcing high tech parts or
services and low spec items. In Case 3D, when sourcing high tech
parts the company will look at the technology that the supplier offers
and then financial stability. If they are looking for services and low
spec items, the company will look at the supplier’s ability to supply
when needed, the supply chains, the organisation and the support
organisation.



e Some methods of identifying potential suppliers which was identified from the
case studies include:

» thetender process (Case 5D)

> having a designated purchasing personnel in each geographic area to
identify new suppliers (Case 5D)

> internet/websites (Case 2A, 2C, 3B, 3E, 4A)

> trade fairg/trade shows (Case 2C, 4A, 4B, 5G)

» exhibitions (Case 3B)

> meet with local trade bodies or local suppliers (Case 4A, CC)

» through other suppliers (Case 2A, 2C)

» word of mouth/recommendations (Case 2A, 3A, 3B, 4B)

> asupplier that is aready being used by the other divisions in the group
(Case 2B, 3B, 3C)

» some suppliers might just approach the company (Case 2A, 2C, 3C,
5G)

» use athird party (Case 2B, 3B), a consultant company that has a supply
base overseas (Case 2B)

» catalogues (Case 2C)

> invite suppliersto regular events around the country (Case 3A)

» daily mail shots from suppliers (Case 3A)

> digest of approved suppliers/ distributors (Case 3E, 4B, AA)

» advertise in an industry bulletin or publication (Case 5A)

» using a Commodity team, looking at capability, quality, cost and
delivery credibility (Case 5B)

> work with government agencies to identify suppliersfit (Case 5C)

> recruit a designated person in the foreign country to find suppliers,
work with the suppliers and develop them (Case 5C, CC)

» central supplier listing (Case 5E). Only suppliers from the list can be
used.

> look at competitor’s suppliers (Case 5G)

> internet business information software or database (Case AA)

» trade magazines (Case AA)

» market research (Case AA)

» supplier database (Case BB)

> persona knowledge of the buyer (Case CC)

e Communicate this process through face to face structured meetings, email and
asking questions by picking up the phone (Case 2B).

e In an industry which is relatively quite small compared to other industries, the
company will have afair personal and corporate knowledge on suppliers. Plus they
will also have databases of the capabilities of those suppliers (Case 2C).

e Use “Technology Watch”, a scientific community which are very methodically
going around universities and technological start-up, trying to find out what’s new
(Case 3A).

e Constantly do “Technology Scanning”, which is looking for good ideas all the
time and then decide is it sufficiently mature to take a rea business interest (Case
3A).



e Most suppliers they already know because there are only a certain number in the
world (Case 3B).

e For new suppliers, qualifying them by looking at their systems and their capability
(Case 3B, 3C).

e There is list of suppliers compiled in a database. The company keeps track of
which suppliers they use and how frequent they use them. They aso identify
suppliersthey rarely use and don’t ever want to use again (Case 3D).

e The Head of the Commodity would have the responsibility to understand the
market, do the market analysis of current suppliers and potential suppliers. Thisis
done either by internet or a digest of approved suppliers (Case 3E).

e Usein country teams who gather intelligence (Case 4A).

e Regiona directors meet with local trade bodies or local suppliers (Case 4A).

How relationship with current suppliers are managed

e The methods that were used across the cases to manage the relationship with
current suppliersinclude:
» Quarterly Business Review (Case 5B, 5C, BB)
» faceto face meetings (Case 4A, 5B, 5G)
» visiting the supplier on site (Case 2B, 3B, 5G)
» balance/supplier scorecard (Case 4A, 5D) Monitor in real time and
reported every month on quality and delivery performance.

e Across the cases, the relationship with current suppliers is managed through some
form of performance review process. The performance review process looks into
two things, (1) to build the business relationship with the supplier (Case 5C) and
(2) to review the performance of suppliersin terms of quality, delivery and cost.

e Thefrequency of visiting suppliers depends on:

> how the company rates the suppliers in terms of importance of the
suppliers to the company (Case 2A, 5G, BB)

> risk of the product (Case 2A)

» whether the product is single sourced or multiple sourced (Case 2A)

> if the supplier is new, they are visited more often (Case 3B)

» what the company has to discuss and if there are problems (Case 4A,
BB). The company visits problem suppliers more often than visiting
good suppliers (Case 4A)

> if it's a long term, partnership type of agreement, the company meets
the suppliers very frequently face to face to build relationship (Case
4A)

» size/lvolume of the business (Case 5B, 5G)

» the supplier’s current performance (Case 5B)

» complexity of the business (Case 5G)

> if the company working on new designs with the supplier (Case BB)



Measure supplier performance through lead time (Case 2A), delivery (Case 2A,
2C, 4B), quality (Case 2A, 2C, 4B) and cost (Case 2C, 5D). Identify and state a
specification of the product that is expected and measure the suppliers against that.
If a product arrives and it doesn't make that expectation, the suppliers are rated
accordingly. Feedback and some corrective action will also be given (Case 2A).

Formal calculations of performance review are done on a monthly basis, however
if there are any pressing issues and deterioration in quality of the product, it will
be addresses sooner (Case 2A).

Somebody in the supply and logistics team who places the purchases orders has a
day to day operational relationship with his equivalent in the suppliers. And that
relationship is more detailed, more operational and multiple times per month.
Sitting above them are the lead buyers, and they’ve got a set of finished goods
suppliers each. And so for negotiations and any more formal activities, the lead
buyer will interact with the supplier (Case 2A).

Conduct visits to audit the supplier’s technical and quality capability. Plus conduct
cost negotiation having identified the component or identified the standard that is
required (Case 2B).

Case 2B runs a vendor rating system, where the suppliers are rated on quality
delivery and cost. The assessment is done once a year for all the maor suppliers.

Use a formal relationship management exercise, the Relationship Measurement
Matrix (RMM) under the SC21 (21% Century Supply Chains) (Case 2C, 3A).

Senior people in the company meet the supplier’s senior people (Case 3A).
Use a supplier management matrix (Case 3A).

Relationship with the supplier depends on the types of supplier. If it sasmall local
supplier, they can be on the phone every other day (Case 3B).

Use a formal supplier evaluation program where they formally sit down with
suppliers on aregular basis, to go through the performance, quality, price, issues,
in a structured way (Case 3B).

Actively managing each supplier on a price road map (Case 3B).
Balance risk and price and quality for continuity of supply (Case 3B).

Manage relationship with current suppliers through building of supplier
partnerships through service level agreements (Case 3C). The company would
place bulk orders with the suppliers and the company would agree to take al of
that stock that the supplier has produced if something happens. The suppliers
basically produce one month stock for the company, so that way, the company
never runs out of stock (Case 3C).



Use multifunctional teams. For high tech materias, there is a specific supply chain
team for a supplier. The team also consists of people from engineering,
purchasing, marketing and sales, quality control. The team manages that supplier
in one to one basis. For the real high tech suppliers, there are teams embedded in
the supplier’s facilities. For the lower tech and some services suppliers, the lead is
by the purchasing department. There will be one buyer or purchasing manager
assigned to each supplier. (Case 3D).

Use one performance chart per supplier which has multisite scope and that then is
shared with the supplier on amonthly basis (Case 3E).

The International Business Director spends a lot of time meeting suppliers and
spends alot of timein their facility (Case 4A).

Use formal continues improvement process to monitor performance (Case 4B).

Senior coordinators are nominated to manage the top suppliers of the company
(Case 5A).

One of the senior procurement staff carries the responsibility for strategy,
performance and overall relationship with a group of supplier on a globa basis
(Case 5A).

Implement supply chain development programs for their suppliers through the UK
SC21 program. Work in collaboration with their peer primes in the UK to manage
major suppliers in the industry. The company would manage and coordinate
performance improvement, quality issues, auditing issues and relationship issues
with amajor supplier in that industry on behalf of the other customers to avoid the
supplier being bogged down with a repetitive process from each customer (Case
5A).

Decide what kind of relationship they need with the supplier based on level of
dependency. If the company has a high dependency on that supplier, that supplier
iscritical to the business (Case 5C).

Use performance monitoring, contract reviews, KPI development and agreements
(Case 5D).

Review a central supplier list and look at supplier performance in terms of parts
per million, payment days and contractual performance (Case 5E). Go over again
some of the criteria of the selection, and through that the company decides
whether or not a supplier is in the green list or the red list. Red means they’re on
the exit plan, later removed from the list. Green means that they’'re in the
development plan. Because the company doesn’t have all the resources to cover all
the suppliers, the company narrows the supplier development process down to
those suppliers that are considered to be worth the investment.



FACTOR 7: METHODOLOGIES FOR MEASURING SAVINGS OR
PERFORMANCE

How sour cing goals ar e established and linked to the overall company objectives

Through the budget process (Case 2A, 5F). Work with buyers on where savings
can be made if the budget istoo high (Case 2A).

The budget links with the sourcing goals with company objectives through the
business plan. The company objectives of material cost reductions and cost of
quality are built into the business plan (Case 5F).

Case 2A feels that the company need to firstly understand the global purchasing
spend map. Then, analyse opportunities on where the company can get benefits
across categories of products. Finally, prioritise and implement the sourcing goals.

Top management decides how much savings need to made and where they can
source from (Case 2B).

Through analysis of suppliers (Case 2C). The overal corporate measure would
include the performance of a certain supplier. Additiona management attention is
given if asupplier startsto fall short in terms of on time delivery, cost and quality.

Top level vision and objectives are set by the Executive Committee. That then
cascades to each appropriate level and then flows down to employee’s personal
objectives (Case 3A, 5A).

If the product margin is not satisfactory on a certain product, the company will
improve it through a cost reduction or an outsourcing program (Case 3B).

Sourcing goals are established through vaue of the product and how much the
company is spending. A certain product is considered very important if it is an
expensive part in the manufacturing process. The company will look at strategic
dealings with that particular product through cutting down the number of suppliers
and moving to overseas suppliers in order to reduce cost and achieve savings
(Case 3C).

Start establishing sourcing goals from the board level (Case 3D, 4B). Then it drills
down to the supply chain manager (Case 4B).

Through the company policy. Example: (1) To reduce or make savings on spend
by 10%. So al suppliers are monitored to see how the company can make those
savings. (2) To increase sales and turnover by 10%, the company needs to make
sure that the suppliers can cope with the increase of productivity of the company
(Case 4B).

Performances are reported in a series of Quarterly Business Reviews (QBR). This
deals with linking the operational performance to the corporate objectives (Case
5A).



e Through a process of Business Plan Deployment (BDP) where top level business
goas are flowed down to all levels of the business in a pyramid, with specific
objectives being defined at each level within the organisation (Case 5B).

e The objective comes from the President of the business overall. That objective gets
flowed down to the commodity director and it’s up to the commodity director to
work out how to save money in terms of total purchase price variants (Case 5C).

e Linked into new product development and built around cost down strategy (Case
5D).

e The Purchasing Council determines the sourcing goals. The sourcing goals get
rectified by the Executive Committee. The Executive Committee determines
whether they want to support the goals or not (Case 5E).

e The executive leadership determines the quality of supply, quality of product and
cost (Case 5G).
e Through financial planning on profit and lost (Case CC).

Measures to evaluate performance improvements or benefits from global
sourcing

e The measures that were used to evaluate key performance improvements or
benefits from global sourcing from the case studies include cost (Case 2C, 3A, 3C,
3E, 4A, 4B, 5A, 5B, 5C, 5D, 5E, 5G, AA, BB), quality (Case 2C, 3A, 4A, 4B, 5A,
5B, 5G, AA, BB), delivery (Case 2C, 3A, 4A, 5A, 5B, 5E, BB) and lead time
reduction (BB).

e The measurement of the total cost of sourcing globally needs to consider not only
the obvious cost of the product and establishing the infrastructure for the sourcing
activity, but aso take into account:

> the need to do research on the business environment of a foreign
country

» communication costs that needs to be done in the future

> time difference

» cultura differences

> providing insurance and medical coverage to the personnel the goes
overseasto visit asupplier

> high cost of shipping and packaging

> lost and damaged products

> time to establish relationship with new suppliers

> thelearning curve on taking a new supplier

e Quarterly finance review tracks how the company is doing against the targets
(Case 2A).



Financial measures such as cost comparisons or cost savings (Case 2B, 3C, 3D).
When sourcing internationally, each project or program has an individual project
financia reporting and they put the benefits to each project through the financial
reporting of the project and then those project reports are delivered to the
divisional boards and then the divisional board presents it to the main board (Case
3D).

Use SC21 (21% Century Supply Chains) tool of the aerospace and defence industry
(Case 2C, 3A).

In Case 2C, quality, cost and delivery gives background information. Using the
SC21 (21% Century Supply Chains), Relationship Measurement Matrix (RMM)
gives them additional information.

Work with suppliers using lean six sigma (Case 2C, 4A).

Through a formal supply chain performance recognition process in SC21 that
covers performance of delivery, quality, sustainable improvement and
improvement frameworks (Case 3A). Award level gold, silver and bronze.

Monitor entire purchase value and cost savings on SAP (Case 3B).

Through a price road map for the supplier that is included in the contract. The
price road map details yearly reduction of current cost (Case 3B).

Before the company decides a move to an international or globa supplier
situation, they will put a business case together and find how much they can save
by evaluating each supplier’s performance (Case 3D).

Through balance scorecard (Case 4A).

Through a value engineering project which the suppliers are involved with. The
company takes a specific engineered project and look at reducing cost either by
engineering it or by resourcing from various different suppliers (Case 4B).
Measure rel ationship with suppliers (Case 5A).

Measure return on investment, Net Purchase Performance, market penetration
(how many million dollars are spent overseas), part number count (how many
partsin each country), total cost of acquisition (lowest price) (Case 5C).

Measure performance using PPV (Purchase Price Variants), PPM (Parts per
Million), cost of purchasing, payment terms and sub KPI's such as inventory
levels (acid velocity index), delivery performance and vendor rating system (Case
5E).

Measure Piece Price Variant (PPV) and overall material price (Case 5F).

M easure engineering competence (Case 5G).



Perfor mance reports distribution

Goesto the category teams and factories (Case 2A).
Goes to site managers and procurement managers quarterly (Case 2B).

Distributed through the supply chain organisation, enterprise excellence and
program management people (Case 2C).

The overal performance of the procurement community is reviewed by the
Procurement Council and the report is provided to the main board (Case 3A).

Distributed to top management and central management groups (Case 3B).

Distributed amongst the purchasing department (Case 3C), the head of the
purchasing department (Case 4A, 5D) and al so the executive board (Case 3C, 4B).

Distributed to senior management (Case 3D, 3E, 5G).

Distributed amongst the procurement community and the various departments
such as engineering and finance (Case 5A).

Distributed at different levels. The most executive performance reports are
distributed to the executive team of the business. The day to day performance
reports are spread out across each of the site purchasing teams (Case 5C).

Distributed to business unit heads (Case 5D).

Performance reports are done at a business unit level and then rolled up into a
divisional level and then rolled up into a global level and then the VP of Global
Purchasing ultimately reports the global position to the Executive Committee
(Case 5E).

Distributed to company directors (Case 5G).



FACTOR 8: QUALIFIED PERSONNEL

K nowledge and skills

Across the cases, there were two contradicting views on the importance of
purchasing personnel having aformal qualification such as The Chartered Institute
of Purchasing & Supply (CIPS) to perform global sourcing successfully.

On one end, there are cases where they had very strong emphasis about having
their people CIPS qualified. If their personnel were not CIPS qualified, the
company will put the personnel through the program (Case 3A, 5A).

Ideally CIPS qualified (Case 3A, 4B).

On the other end, having personnel with a formal qualification such as CIPS was
considered not important to perform global sourcing successfully (Case 2A, 2B,
5E, CC).

Don't insist on specific qualification (Case 3B).

Personal qualifications are less important than having a person with the right
personal skills and motivation (Case CC).

Having personnel with the right attitude (Case 4A) and experience (Case 3B) was
considered more important.

The significant knowledge and skill that were emphasised across the cases include
negotiation skills (Case 2A, 3A, 3B, 3C, 5B, 5D, 5F, AA, BB), cultural awareness
(Case 3C, 3E, 5D, 5F, BB), communication skills (Case 3B, 5B, BB),
interpersonal skills (Case 2B, 5B).

Able to communicate clearly with non-English suppliers and with the group/team
(Case 3B).

Use of competency matrix to rate purchasing personnel’s performance (Case 2C,
3A, 5A, 5B). The matrices are used to record competence or capability and
therefore determine future training needs (Case 5B).

There are companies that support employees to do a formal qualification, such as
CIPS or any other forms of qualifications and degree (Case 2A).

It is important to have somebody who has an extremely good understanding of
culture in order to do businessin countries like China (Case 2A).

Have someone in the offshore market that has had experience in working or living
in that region (Case 3E).

Recruit local people to overcome language and cultural barriers (Case 2A, 5D).



Have people localy in the markets they are buying in to deal with local suppliers
(Case 2B).

Use an interpreter to communicate with the person who runs the operation in the
foreign country (Case 5F).

The local people employed in India and China needs to be able to speak English
(Case 3C).

Important to have commercia skills (Case 2B, 5C, 5E) and commercially aware
(Case 5B).

Important to have competences in relationship management with suppliers (Case
3A).

Important to have experience in wide ranges of suppliersin Europe and UK (Case
3B).

Important to understand product technically (Case 3B, CC).
Important to have purchasing legal knowledge for contracts (Case 3B).

Important to keep up with fluctuations in price of materials such as metal (Case
30).

People in purchasing need to have some engineering knowledge and experience
(Case 3C, 3E).

Important to understand supplier's business in terms of the processes and the
supply chain (Case 3D).

Important to understand tools and processes the company uses to manage, improve
and measure suppliers (Case 3D).

Important to have project management skill (Case 3E).

There is a prescribed profile that defines the appropriate competences and skills
that are necessary to perform a particular role/function/job. Categorise competence
for each skill as below (Case 5A):
m | don’treally understand it, I'm alearner
m I’'m a practitioner / experienced - competent in using those skills but
competence in using them on their own as suppose to training others
= |I’m an expert - somebody that could train somebody else

Important to have commodity management expertise (Case 5C).
Important to have program management skill (Case 5C).

Important to have industry sector knowledge (Case 5C).



e Important to have the right organisational behaviour and people skill set (Case
5C).

e Important to have knowledge on strategic sourcing, operations purchasing and
dealing in low cost economies (Case 5C).

e Important to demonstrate high values and high personal standards that are self
driven (Case 5E).

e Important to understand strategic supply management and category management
(Case AA).

e Understand three things in extreme detail - (1) business requirement, (2) what the
market can offer the company, (3) genuinely understanding the product that the
company is buying right down to the manufacturing process so that they can go
back to the raw material and have afeel for the supplier’s cost (Case AA).

Training

e Training on:
» negotiation (Case 2A, 3A, 3B, 3E, 4B, 5A, 5D, 5E,BB)
» finance (Case 2A)
» business awareness (Case 2A)
» general business course (Case 2A)
» interpersonal (Case 2B)
> leadership (Case 2B), interpersonal skills (Case 5C) to drive change and
make things happen within the business
» project management (Case 3A, 3E, AA)
» risk management (Case 3A)
» supply chain management (Case 3A, 3D, 4B)
» personal effectiveness (Case 3A)
» contract knowledge (Case 3B)
» purchasing law (Case 3B)
» engineering related to products manufactured (Case 3C)
» sub contract management (Case 3D)
» supplier management (Case 3D)
» purchasing and procurement (Case 3E, 5A, 5B)
» practical problem solving (Case 4A)
» vaue analysis and cost modelling (Case 4A)
» contract management (Case 4B)
» project management (Case 4B)
» specifics of the industry (Case 5A)
» program management (Case 5C)
» language (Case 5D)
» cultura awareness (Case 5D)
> leadership techniques and development (Case 5F, AA)
» psychological techniques (Case 5F)
» reading body language (Case 5F)
» soft skills (Case 5F, 5G)



» technica knowledge (Case 5G)

» communication skills (Case 5G, BB)
» category management (Case AA)

» customer-facing skill (Case AA)

Having experience through on the job training was considered as an important
aspect (Case 3B, 4A, BB). In Case 4A, the company partners up more experienced
personnel with somebody fairly new. The experienced personnel act as a mentor to
oversee, support and coach the less experienced personnel. In Case 5E, the Vice
President of Global Purchasing does alot of coaching.

Need to have good formal training such as CIPS so that the employees fully
understand the fundamental s of purchasing and supply chain (Case 3D, 4B).

Efforts to retain and develop employees through a structured training and
devel opment plan (Case 2B).

A formal measurement of employee performance was found to be conducted
together with a persona development plan (Case 3C, 5E) of the employee (Case
2C, 3A, 5A, AA). This process is done through a discussion between a superior
and the employee. The purpose of having the personal development plan is to
allow the company to plan for future requirements. The assessment of employee
performance was based on objectives that were determined the year before. The
future objectives that are then planned for the next year will determine any training
and devel opment the empl oyee needs to meet the objectives.

Case 3A makes sure that their personnel are qualified and motivated, so they put a
lot of effort in persona development of their procurement personnel. They support
employees by having personnel development plans so that they have the right
skills.



OTHER FACTORSTHAT WERE CONSIDERED ASIMPORTANT

e Reward and recognition for the buyers.

e Having well defined needs in terms of common specifications that are clearly
understood by the supplier. The specification covers how the product will be
delivered, lead time and technical specifications.

e The sengitivity of the product can be a constraint when sourcing because of the
nature of the product that is related to the defence industry. Thus, restricting and
limiting from which countries and suppliers the company can source from.

e Raw materia shortages can cause long lead times. Companies need to work with
suppliers to make sure the supply of products doesn’'t suffer as a result of the
supplier not being able to get raw material to manufacture a certain product.

e The company need to be aware when suppliers outsource to far off places. As the
suppliers outsource, the supply chain becomes longer and the risks become much
greater. This activity puts the company’s business at risk. Companies can
overcome this risk by building up strategic stocks of items to buffer themselves
from the risks that the suppliers take.

e Patience and hard work.

e Need to respect other peopl€e’s cultures and the way other people work.

¢ Need to be more globally aware, not just on cultural factors but also global politics
and economics.

e |Important to establish capable, credible, long term supply sources because of high
technical content and safety concerns of customers of the end product.

e Hireand train and work with local people to have alocal presence.

e Companies need to look at total overseas sourcing costs and not just taking into
account piece price and product margin.

e Not just having a great sourcing strategy but also having the ability to implement
the sourcing strategy.

e Purchasing personnel need to be in excellent communication with the engineering
department.

e Cross functional team is needed between purchasing, operations and logistics to
manage longer lead time, cost and quality challenges from global sourcing.

¢ |n an ever changing market, companies need to respond and react accordingly in
the context of what’s best for the business.

e Understand what the company is buying, how difficult it is to buy it, how
important it is to the company and how important the company is to the suppliers.

e Have al the skills in the organisation particularly communication and to
understand culture.

e Face to face meetings are very important in order to understand the culture and
building relationship with suppliers.

e The market for the product, the type of product (weight of product influence the
cost of moving products around), the lead time required by the customer are
important considerations when deciding where to source from.



Appendix 10 — Flowchart showing the selection of a suitabletest for differences
between averages (Source: Kinnear and Gray, 2004)
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Appendix 11 — Wilcoxon test results

Wilcoxon test resultsfor L evel 2& 3 companies

Factors Gap | Asymp | Significant
score | Sig.

Factor 1

(i) Top management support and commitment -0.15 | 0.317

(i) Executive steering committee to guide the process -0.15 | 0.380

(iii) Cross-functional leaders participate on a global 0.2 0.417

sourcing steering committee

(iv) Designated executive has the authority to trandate a 0.3 0.177

global vision into reality

(v) Global sourcing leaders make strategy presentationsto | 0.6 0.008 |

the executive committee and board of directors

Factor 2

(i) Planning for global sourcing 0.85 | 0.003 N

(ii) A well-defined processisin place 0.8 0005 |+

(iii) “Lessons learned” sessions are conducted and findings | 1.1 0.005 |+

are distributed

(iv) Global agreements are continuously reviewed 0.65 | 0.046 N

(v) Foreign supplier quaification methods defined 0.7 0.012 N

Factor 3

() Executives make critical resources available to support 045 | 0083 |X

global initiatives

(i) The process involves individua s who have the ability to | 0.5 0019 |+

take agloba sourcing perspective

(iii) Availability of required information 1 0.007 \

(iv) Availability of suppliersthat are interested in global 0.15 | 0.564

contracts and have global capabilities

(v) Obtaining expert assistance 04 |0033 [+

Factor 4

(i) Data warehouses provide access to required information | 0.4 0194 | X

on area-time basis

(ii) A companywide intranet provides access to information | 0.1 0.711

related to global sourcing activities

(iii) Ability to identify common requirements across buying | 0.5 0108 | X

units

(iv) Common part coding system across buying units 0.2 0.377

(v) Compatible information systems with suppliers 0.35 | 0.052

Factor 5

(i) Use of cross-functional teamsto develop global 045 [ 0029 |+

strategies

(i) A formal executive steering committee oversees the 055 | 0020 |+

global sourcing process

(iii) Organisational design includes the separation of 0.75 | 0.066 | X

strategic and operational activities

(iv) Establishing foreign buying offices 0.15 | 0.530

(v) Foreign buying offices support global sourcing 04 0.046 |

regquirements

Factor 6

(i) Advanced communication and coordination tools are 0.5 0100 | X

available




(i) Project teams meet regularly to coordinate efforts 0.35 | 0.107

(iii) Project teams regularly report progress to executive 0.2 0.449
leaders

(iv) Establishing long-term relationships with suppliers 0.55 | 0.005 \
(v) Direct site visitsto suppliers 0 0.957
Factor 7

() Ability to measure performance improvements or 11 0.000 |V
benefits from global sourcing

(i) Global sourcing participants meet regularly with 0.7 0004 |+
executive leaders to review savings

(iii) Measurement systems support the calculation of 1 0.003 |+
companywide savings

(iv) Measurement systems support the calculation of the 115 |0.004 |+

impact sourcing initiatives have on corporate financia

measures

(v) Measurement systems support the calculation of the 155 |0.000 |+
return on investment for individual projects

Factor 8

(i) Developing the skills unique to global sourcing 095 |0010 |+
(ii) Devel oping communication skills 13 0.001 \
(iii) Developing knowledge on exchange rates 055 | 008 |X
(iv) Developing knowledge on foreign business practices 1.2 0000 |+
(v) Understanding global opportunities 145 |[0.000 |+

The lowest gap cut off pointis> 0.4
() Significant when the Asymp Sig. is < 0.05 = 22/40 = 55%
(X) Subfactors that have gaps more than 0.4 but was not significant = 6/40 = 15%




Wilcoxon test resultsfor Level 4& 5 companies

Factors Gap | Asymp | Significant
score | Sig.

Factor 1

(i) Top management support and commitment 045 0034 [+

(i) Executive steering committee to guide the process 0.35 | 0.129

(iii) Cross-functional leaders participate on a global 0.15 | 0.475

sourcing steering committee

(iv) Designated executive has the authority to trandate a 0.5 0.08 | X

global vision into redlity

(v) Global sourcing leaders make strategy presentationsto | 0.3 0.262

the executive committee and board of directors

Factor 2

(i) Planning for global sourcing 0.25 | 0.166

(ii) A well-defined processisin place 045 |0.058 |X

(iii) “Lessons learned” sessions are conducted and findings | 1.05 | 0.009 |

are distributed

(iv) Global agreements are continuously reviewed 0.9 0.005 N

(v) Foreign supplier quaification methods defined 0.5 0.087 | X

Factor 3

(i) Executives make critical resources available to support 055 | 0166 | X

global initiatives

(i) The process involvesindividuals who have the ability to | 0.5 0058 | X

take a global sourcing perspective

(iii) Availability of required information 11 0.009 \

(iv) Availability of suppliersthat are interested in global 085 |0.005 |+

contracts and have global capabilities

(v) Obtaining expert assistance 0.1 0.087

Factor 4

(1) Datawarehouses provide access to required information | 0.45 | 0.185 | X

on area-time basis

(if) A companywide intranet provides access to information | -0.1 | 0.627

related to global sourcing activities

(iii) Ability to identify common requirements across buying | 0.85 | 0.006 |

units

(iv) Common part coding system across buying units 11 0.032 N

(v) Compatible information systems with suppliers 0.75 |0.017 \

Factor 5

(i) Use of cross-functional teamsto develop global 0.65 | 0005 |+

strategies

(i) A formal executive steering committee oversees the 0.35 | 0.223

global sourcing process

(iii) Organisational design includes the separation of 0.3 0.161

strategic and operational activities

(iv) Establishing foreign buying offices -0.15 | 0.719

(v) Foreign buying offices support global sourcing 0.25 | 0.319

reguirements

Factor 6

(i) Advanced communication and coordination tools are -0.05 | 0.710

available

(i) Project teams meet regularly to coordinate efforts 0.35 | 0.083

(iii) Project teams regularly report progress to executive 0.3 0.109




|eaders

(iv) Establishing long-term relationships with suppliers 0.65 | 0.033 N
(v) Direct site visitsto suppliers 0.25 |0.272
Factor 7

(i) Ability to measure performance improvements or 0.7 0.005 |+
benefits from global sourcing

(i) Globa sourcing participants meet regularly with 0.15 | 0.490
executive leaders to review savings

(iii) Measurement systems support the cal culation of 065 |0041 |+

companywide savings

(iv) Measurement systems support the calculation of the 0.5 0083 | X
impact sourcing initiatives have on corporate financia

measures
(v) Measurement systems support the calculation of the 0.8 0.009 |+
return on investment for individual projects

Factor 8

(i) Developing the skills unique to global sourcing 0.5 0.021 \
(i) Devel oping communication skills 0.35 | 0.210

(iii) Devel oping knowledge on exchange rates 0 0.963

(iv) Developing knowledge on foreign business practices 0.8 0.001 \
(v) Understanding global opportunities 0.8 0.003 N

The lowest gap cut off pointis> 0.4
(V) Significant when the Asymp Sig. is < 0.05 = 16/40 = 40%
(X) Subfactors that have gaps more than 0.4 but was not significant = 7/40 = 17.5%




Appendix 12: Identification of the overall sourcing level (Section 2 of Tool 1.1)

SECTION (2) - GLOBAL SOURCING PRACTICESFOR EACH LEVEL

(please tick only one box in each practice):

(D) Level 2: Limited | Level 3: Top Level 4: There Level 5: Cross-
Executive commitment to management are designated functional leaders
commitmen | purchase support of executive leaders | participate on a
t to global internationally. international appointed to global sourcing
sourcing purchasing coordinate global | steering committee
emerges. sourcing efforts. | to coordinate
global sourcing
efforts.
[] [] [] []
2 Leve 2: Leve 3: Level 4: A Level 5: A well-
Rigorous Informal Decentralised common global defined processis
and well- international international sourcing process | in place that
defined purchasing purchasing exists across requires global
process process exists. process exists, worldwide participants to
where different locations. establish goals,
groups use their meet milestones
own tailored and report progress
process. to executive
leaders.
[ [ [ [
(©)] Level 2: Limited | Leve 3: Level 4: Trade- Leve 5:
Availability | resources are Resources can offs are made on Executive leaders
of needed allocated for be made resources between | make critical
I esour ces international available should | worldwide resources (such as
purchasing anew locations. budgets and
activities. opportunity personnel)
arises. available to
support global
initiatives.
[] [ [] []
4 Level 2: Limited | Level 3: Some | Level 4: An Level 5: A fully
Integration | need for form of integrated integrated
through integration information information information
information | through system existsto | system has been system links
technology | technology. facilitate established to sourcing activities
exchanges of facilitate global with other
information. sourcing functional groups
initiatives. (new product
development,
engineering,
operations,
marketing) from
worldwide
locations.
[] [] [] []




(5) Supportive | Level 2: The Leve 3: Level 4: An Level 5: An
organisational | organisational International organisational organisational
design structure purchasing structure that structure that
supports limited | exists but are coordinates coordinates
international not well global sourcing global sourcing
purchasing coordinated activities has activities across
activities. across been established | worldwide
worldwide across worldwide | locations and with
buying sites. locations. other functional
groups.
[] [] [
(6) Structured | Level 2: Level 3: A Level 4: The Level 5: The
approachesto | Limited standard integration and integration and
communication | communication | procedure has coordination coordination
and been established | acrossworldwide | acrossworldwide
coordination across buying locations | buying locations
between departments, for | arefacilitated by | and functional
departments, for | international astructured groups are
international purchasing communication facilitated by an
purchasing activities. approach. advanced and
activities. extensive
communication
approach.
[] [] []
7) Level 2: No Level 3: There | Level 4: Thereis | Level 5: There
M ethodologies | standard are some aset of guidelines | isa
for measured guidelines for genera for measuring and | comprehensive
savings measuring and guidelines for validating savings | system for
validating measuring and from global measuring and
savings from validating sourcing validating
international savings from initiatives. savings from
purchasing international global sourcing
initiatives. purchasing initiatives.
initiatives.
[] [] [] []
(8) Qualified Level 2: Leve 3: Level 4: Leve 5:
per sonnel Personnel have | Personnel Personnel have Involves
limited skills involved are knowledge and individuals who
and experience | required to have | experienceto can view supply
in purchasing some implement and markets from a
internationally. | knowledgeand | manage global worldwide
the skills to sourcing efforts. perspective
purchase while
internationally. collaborating
across functional
boundaries.
[ [ [ [




Appendix 13: Global Sourcing Practices Questionnaire (Tool 2.1)

GLOBAL SOURCING PRACTICESQUESTIONNAIRE (TOOL 2.1)

Instruction: Please read each item carefully, and then circle the answer that best represents your

opinion.

1. Executive commitment to global sourcing

Please indicate the degree to
which your firm currently has
implemented the following
practices.

Not Broadly
| mplemented I mplemented

(i) Top management support and commitment to source
worldwide

1 2 3 4 5

(if) An executive steering committee to guide the process

1 2 3 4 5

(iii) Cross-functional |eaders participate on a global sourcing
steering committee or council

1 2 3 4 5

(iv) A designated executive has the authority to trandate a
global vision into reality

1 2 3 4 5

(v) Global sourcing leaders make strategy presentations to the
executive committee and to the board of directors

1 2 3 4 5

2. Rigorous and well-defined processes

Please indicate the degree to
which your firm currently has
implemented the following
practices.

Not Broadly
| mplemented I mplemented

(i) Planning for global sourcing

1 2 3 4 5

(ii) A well-defined processisin place that requires participants
to establish goals, meet milestones and report progress to
executives

(iii) “Lessons learned” sessions are conducted at the conclusion
of each project, and findings are distributed to worldwide
participants

(iv) Global agreements are continuously monitored, reviewed
and reestablished as required

(v) Foreign supplier certification / qualification methods defined

3. Availability of needed resour ces

Please indicate the degree to
which your firm currently has
implemented the following
practices.

Not
| mplemented

Broadly
I mplemented

(i) Executives make critical resources, such as budgets and
qualified participants, available to support global initiatives

1 2 3 4 5

(i) The processinvolves individuals who have the ability to
take a global sourcing perspective rather than alocal or regional
perspective

1 2 3 4 5

(iii) Availability of required information and data

(iv) Availability of suppliersthat are interested in global
contracts and have global capabilities

(v) Obtaining expert assistance or support




4. Integration through information technology

Please indicate the degree to
which your firm currently has
implemented the following
practices.

Not
I mplemented

Broadly
Implemented

(i) Data warehouses provide access to required data and
information on areal-time basis

1 2 3 4 5

(ii) A companywide intranet provides access to global sourcing
support documents, guidelines, templates and progress updates

[N
N
w

4 5

(iii) Ability to identify common requirements across buying
units

1 2 3 4 5

(iv) Common part coding system across buying units

[y
N
w

4 5

(v) Compatible information systems with suppliers

1 2 3 4 5

5i. Supportive organisational design

Please indicate the degree to
which your firm currently has
implemented the following
practices.

Not Broadly
| mplemented I mplemented

(i) Use of cross-functional teams to develop global strategies

1 2 3 4 5

(i) A formal executive steering committee oversees the global
sourcing process

(iii) Organisational design includes the separation of strategic
activities (such as global sourcing) and operational activities
(such as the routine reordering of material)

5ii. Foreign buying offices establishment and support

Please indicate the degree to
which your firm currently has
implemented the following
practices.

Not Broadly
I mplemented Implemented

(i) Establishing foreign buying offices

1 2 3 4 5

(ii) Foreign buying offices support global sourcing requirements

1 2 3 4 5

6. Structured approachesto communication and
relationship building with suppliers

Please indicate the degree to
which your firm currently has
implemented the following
practices.

Not
I mplemented

Broadly
Implemented

(i) Advanced communication and coordination tools are
available (videoconferencing & Web-based collaboration tools)

1 2 3 4 5

(ii) Project teams meet regularly to coordinate efforts (either
face-to-face or electronically)

(iii) Project teams regularly report progress to executive leaders

(iv) Establishing long-term relationships with suppliers

(v) Direct site visitsto suppliers

PRk
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wWlw|w|w
ENY SN AN AN
agla|a|a;




7. Methodologies for measuring savings or perfor mance

Please indicate the degree to
which your firm currently has
implemented the following
practices.

Not
| mplemented

Broadly
I mplemented

(i) Ability to measure and eval uate performance improvements
or benefits from global sourcing

1 2 3 4 5

(i) Global sourcing participants meet regularly with executive
leadersto review savings

1 2 3 4 5

(iii) Measurement systems support the calculation of
companywide savings

(iv) Measurement systems support the calculation of the impact
that sourcing initiatives have on corporate financial measures
(e.g. return on assets)

(v) Measurement systems support the calculation of the return
on investment for individual projects

1 2 3 4 5

8. Qualified personnel

Please indicate the degree to
which your firm currently has
implemented the following
practices.

Not Broadly
| mplemented I mplemented
(i) Developing the skills unique to international purchasing and
global sourcing 1 2 3 4 5
(i) Developing communication skills 1 2 3 4 5

(iii) Developing knowledge on exchange rates

1 2 3 4 5

(iv) Developing knowledge on foreign business practices or
customs

=
N
w
N
(2}

(v) Understanding global opportunities




Appendix 14: Mean to calculate leading practices scor e of 40 companiesfor
Factor 2,3,4,5,6,7and 8

Mean of 40 companies: Factor 2

Practices

Critical

Leading practices score for Factor 2 = Total practicesscore =39.8 =4.42
No of selected companies 9

Mean of 40 companies: Factor 3

Practices

Critical

Leading practices score for Factor 3 = Total practicesscore =354 =4.43
No of selected companies




Mean of 40 companies: Factor 4

Practices

3
Critical

Leading practices score for Factor 4 = Total practicesscore  =12.8 =4.27
No of selected companies 3

Mean of 40 companies: Factor 5

Practices

00 1 2 3 4 5 X Level 5

Critical

Leading practices score for Factor 5 = Total practicesscore =254 =4.23
No of selected companies




Mean of 40 companies: Factor 5i

Practices

09 1 2 3 4 5
Critical

Leading practices score for Factor 5i = Total practicesscore =47 =4.27
No of selected companies 11

Mean of 40 companies: Factor 5ii

Practices
w

& Level 2
M Level 3
AlLevel 4
X Level 5
x Level 2
e Level 3
+ Level 4
- Level 5

3
Critical

Leading practices score for Factor 5ii = Total practicesscore  =45.5=4.55

No of selected companies 10




Mean of 40 companies: Factor 6

Practices

0 1 2 3 4 5
Critical

Leading practices score for Factor 6 = Total practicesscore =49.6 =451
No of selected companies 11

Mean of 40 companies: Factor 7

Practices

0 1 2 3 4 5
Critical

Leading practices score for Factor 7 = Total practicesscore =40.2 =4.47
No of selected companies




Mean of 40 companies: Factor 8

Practices
w

)]

0 1 2 3 4
Critical

Leading practices score for Factor 8 = Total practicesscore =19.2 =4.8
No of selected companies
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ASSESSMENT MATRIX (TOOL 4.2)

Easy to implement
Business critical

Low cost

Factors

Not relevant

Decision criteria: Give priority on the lower scored activities. However, if thereis an
activity that is business critical, it can be prioritised even though it is scored as high

cost or hard to implement.

2. Add up the score for total per activity to get a subtotal for each factor.

1. Please assess the following factors using the scores below:

Appendix 15: Assessment matrix (Tool 4.2)

Instructions:

Assessment
criteria
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Factors

Cost to implement
Ease to implement
Business critical
Total per activity
SUBTOTAL

Assessment
criteria

Cost to implement
Ease to implement
Business critical
Total per activity
SUBTOTAL
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Factors

Assessment
criteria

Factors

Assessment
criteria

Cost to implement
Ease to implement
Business critical
Total per activity
SUBTOTAL

Cost to implement
Ease to implement
Businesscritical
Total per activity
SUBTOTAL




