
Trim Size: 7in x 10in Payne762348 ftoc.tex V1 - 04/16/2021 3:30pm Page vii�

� �

�

Contents

Preface xiii

Acknowledgments xvii

About the Authors xix

PART I: THE PROCESS

Chapter 1: An Introduction to Strategic Sourcing 3

Visibility 4
Objectivity 4
Project Management Tool 5
In Summary 7

Chapter 2: Data Collection and Spend Analysis 9

What Is Data Collection? 9
Where to Start? 10
Dealing with Decentralized Data Sets 12
Spend Analysis 13
Spend Analysis Tools 17
Kicking Off the Projects 18
End-User Interviews 18
Line-Item Detail and Getting the Most from Your Supply Base 21
Supplier Interviews 24
Analyzing Contracts and Pricing Agreements 26
The Final Analysis: Building a Baseline 29
In Summary 31

Chapter 3: Conducting Research 33

Types of Cost-Savings Opportunities 33
Understanding the Category 34
Identifying Suppliers 35
Understanding the Supply Chain 35
Understanding Current Market Conditions 38
Understanding the Factors of Cost 38

vii

CO
PYRIG

HTED
 M

ATERIA
L

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



Trim Size: 7in x 10in Payne762348 ftoc.tex V1 - 04/16/2021 3:30pm Page viii�

� �

�

viii ◾ Contents

Review of Technologies, Processes, Products, and Services 38
Collecting Market Intelligence Through the RFI Process 41
In Summary 44

Chapter 4: The RFx Process 45

Using the RFI to Begin the Sourcing Phase 45
Developing Your Sourcing Strategy 46
Going to Market 49
Generating the RFP and RFQ 50
Supplier Selection and Scorecard Criteria 58
Administering the RFx process 58
Reverse Auctions 60
Alternatives to the RFx—The Importance of Flexibility and Creativity

in the Sourcing Process 62
In Summary 62

Chapter 5: Scorecarding Suppliers 65

Measuring Value: Developing Selection Criteria 66
The Quantitative Analysis: Evaluating the Bid Portion of Supplier Proposals 67
The Qualitative Approach: Developing the RFP Matrix 68
References 71
Teamwork and Objectivity 72
Technology’s Role 73
In Summary 74

Chapter 6: Negotiations 75

Knowing What to Negotiate 76
Negotiation Optimization: Developing Final Targets 81
Getting to “No” 83
What Not to Do 85
In Summary 87

Chapter 7: Get It in Writing 89

Essential Components of a Contract 89
Attachments 96
Contract Management 99
Making the Best Use of Your Legal Team 100
Contracting Pitfalls and Language to Avoid 101
Working Outside of a Contract: Pricing Agreements and Handshakes 104
In Summary 104

Chapter 8: Implementation and Continuous Improvement 105

The Challenges of Implementation 106
Overcoming Challenges 108

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



Trim Size: 7in x 10in Payne762348 ftoc.tex V1 - 04/16/2021 3:30pm Page ix�

� �

�

Contents ◾ ix

Monitoring Improvements After Implementation 110
Savings and Compliance Best Practices 115
Continuous Improvement Initiatives 115
In Summary 119

Chapter 9: What Not to Do During a Strategic Sourcing Initiative 121

Creating Overly Complex or Long RFPs 121
Letting the Supplier Write the RFP for You 122
RFP Spam 125
In Summary 130

PART II: THE TOOLS

Chapter 10: The Importance of Market Intelligence 133

The Types of Market Intelligence 134
Components of Success 136
Breaking Down the Components 142
In Summary 143

Chapter 11: Introduction to Procurement Technology 145

A Brief History of Procurement Technology 145
The Solution Landscape 146
Upstream and Downstream Procurement 147
Spend Analysis 147
Sourcing 150
Reverse Auctions 152
Contract Lifecycle Management (CLM) 153
Supplier Information Management (SIM) 154
Supplier Performance Management (SPM) 155
Supplier Risk Management (SRM) 155
Procurement (P2P) 155
Invoicing and Payment 157
S2P Individual Products Versus Full-Suite Solutions 159
In Summary 161

Chapter 12: Increasing Stakeholder and Supplier Engagement 163

What Is a Stakeholder? 163
Who Are the Stakeholders? 165
The Value Brought by Stakeholders 168
In Summary 171

Chapter 13: Leveraging Group Purchasing Organizations 173

Types of GPOs 174
Services Provided by GPOs 174

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



Trim Size: 7in x 10in Payne762348 ftoc.tex V1 - 04/16/2021 3:30pm Page x�

� �

�

x ◾ Contents

Benefits of GPOs 176
GPO Disadvantages 178
Best Practices for Managing GPO Relationships 180
In Summary 181

PART III: EXAMPLES FROM THE FIELD

Chapter 14: Supplier Collaboration 185

Opening Up Your Requirements 185
Giving Suppliers What They Need 187
Helping Suppliers With Their Supply Chain 188
Collaborating With Suppliers in Similar Industries 189
In Summary 190

Chapter 15: Leveraging Supplier Feedback 191

Avoiding the RFP Process 191
Making Yourself the Ideal Customer 192
Examples of Leveraging Supplier Feedback Successfully 193
In Summary 196

Chapter 16: Opportunity Assessment and Sourcing Roadmap 197

Introduction 197
Starting with Spend Analysis 197
Procurement Taxonomy 199
Opportunity Assessment 203
Roadmap 210
In Summary 213

PART IV: HOW TO DO IT

Chapter 17: Determining Project Complexity 217

Complexity Drivers 217
In Summary 231

Chapter 18: Planning and Optimizing Low-complexity Projects 233

Getting Familiar with Low Complexity 233
Where to Find Low Complexity Projects 233
Dealing with Unexpected Complexity 237
Adding Complexity with Purpose 238
Factoring Low-complexity Projects into Your Roadmap 239
In Summary 239

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



Trim Size: 7in x 10in Payne762348 ftoc.tex V1 - 04/16/2021 3:30pm Page xi�

� �

�

Contents ◾ xi

Chapter 19: Navigating High-Complexity Projects 241

Process Drivers 241
Project Drivers 252
In Summary 256

Chapter 20: Building an Indirect Procurement Team 257

Defining the Role of Procurement 257
Designing the Framework 261
Building the Team 265
In Summary 269

Chapter 21: Team Training and Development 271

Where to Begin 271
Balancing the Content 274
How to Make It Stick 275
In Summary 276

Chapter 22: Process, Policy, and Digitalization 277

Enacting the Change 277
The Role of Governance 278
Enabling the Team through Technology 284
In Summary 288

Index 289

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



Trim Size: 7in x 10in Payne762348 ftoc.tex V1 - 04/16/2021 3:30pm Page xii�

� �

�

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles false
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (Adobe RGB \0501998\051)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize false
  /OPM 0
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Remove
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages false
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth 8
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /FlateEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages false
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth 8
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /FlateEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages false
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck true
  /PDFX3Check false
  /PDFXCompliantPDFOnly true
  /PDFXNoTrimBoxError false
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (U.S. Web Coated \050SWOP\051 v2)
  /PDFXOutputConditionIdentifier (CGATS TR 001)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <>
    /CHT <>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV <>
    /HUN <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF che devono essere conformi o verificati in base a PDF/X-1a:2001, uno standard ISO per lo scambio di contenuto grafico. Per ulteriori informazioni sulla creazione di documenti PDF compatibili con PDF/X-1a, consultare la Guida dell'utente di Acrobat. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 4.0 e versioni successive.)
    /JPN <>
    /KOR <>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die moeten worden gecontroleerd of moeten voldoen aan PDF/X-1a:2001, een ISO-standaard voor het uitwisselen van grafische gegevens. Raadpleeg de gebruikershandleiding van Acrobat voor meer informatie over het maken van PDF-documenten die compatibel zijn met PDF/X-1a. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 4.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents that are to be checked or must conform to PDF/X-1a:2001, an ISO standard for graphic content exchange.  For more information on creating PDF/X-1a compliant PDF documents, please refer to the Acrobat User Guide.  Created PDF documents can be opened with Acrobat and Adobe Reader 4.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /HighResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [504.000 720.000]
>> setpagedevice


