
“We needed a firm who 

could quickly grasp 

IdeaSphere’s business 

challenges, and provide 
hands-on help in tackling 

some tough supply chain 

issues.  We found this in 
Integrated Strategies.  They 

are exceptional at analyzing 

and synthesizing complex 

data and information while 
getting to practical 

recommendations and 

results quicker than we could 

get there on our own.  Their 
team is strong and effective 

at working across multiple 

departments and all levels of 
the business.  These guys 

aren’t typical consultants.  

They are personable, 

focused, savvy, and results-
oriented.  Equally important, 

they know how to integrate 

and adapt within the 
uniqueness of company 

cultures.  No question— 
I strongly recommend them.” 

Robert Conologue 
Chief Financial Officer 

IdeaSphere Inc. 

Multiple 
Industries

Industries:  Driving Client Competitive Advantage

•Automotive
•Aerospace
•Building Products
•Computer
•Distribution
•DOD
•Electronics
•Food and Beverage
•Furniture
•Manufacturing

•Mining
•Packaging
•Petrochemical
•Printing
•Pulp and Paper
•Retail
•Shipping
•Steel
•Transportation
•Utilities

Additional Qualifications

❑ Michigan Quality Leadership Award “Navigator Level”

❑ Consultants average more than 20 years experience

❑ Recognized speakers, educators, and thought leaders

❑ Web-Based strategic sourcing tools

❑ “Concept to Reality” approach

❑ Hands-on implementation

❑ Developed more than 250 supply chain and logistics strategies

❑ Integrate core supply chain with core business strategy
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Activity Analysis 
Keeps Strategic 
Suppliers in Focus

 Indus t ry has t rad i t iona l ly re l i ed on 
opera t ional ly based purchas ing/ inventory 
performance measures—such as cost per purchase 
order, number of purchase orders per buyer, umber 
of purchase-order processing days, and so no—to 
drive longer-term sourcing strategy.  But these 
operational measures are inadequate to do the job.  
While organizations that have focused on “old 
faithful” measures are good at operations, they rarely 
show much ability to tie measurement to crucial 
goals such as long-term sourcing. 

 Use of strategic sourcing indicators is an 
invaluable weapon.  Virtually all best-in class 
sourcing and supply base management companies 
emphasize strategic indicators to develop and drive 
initiatives in these areas.  Some examples of what 
they do:  target key commodities and suppliers for 
strategic alliance development, determine the 
optimal supply base size, prioritize purchase item 
and commodity expenditures, identify inefficient 
sourcing processes, and determine how and why key 
sourcing decisions are being made. 

  Many companies bypass a critical opportunity.  
Nearly all organizations have a vast  
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array of data available within their business systems, 
yet surveys show that less than 20% use this 
information strategically.  Industry has traditionally 
relied on operationally The remaining 80% rely on 
their business systems to provide merely 
transactional—that is, information processing—
efficiencies that traditionally are viewed as the 
primary benefits of the system.  In limiting their data 
utilization, these companies forgo business insights, 
opportunities to cut costs, and chances to improve 
purchasing processes. 

 By accessing data your company already has 
and looking at it in a new light, decisions that 
previously were made subjectively can be given a 
more “scientific” backbone.  To attain best in class 
status as a sourcing and supplier-management 
organization, companies first must recognize that the 
strategic use of purchasing and inventory data is a 
fundamental enabler, in the following ways: 

 1. When analyzed correctly, the data helps 
separate strategic fro operations-based activities. 

 2. These measures are a framework to 
establish strategic sourcing goals, gauge progress and 
success, and identify new opportunities. 

 3. Once clearly defined, strategic measures 
communicate sourcing goals consistently throughout 
an organization, ensuring executive and cross-
functional awareness and participation 

 4. Strategic sourcing indicators are a 
straightforward means to make both buying and non-
buying personnel “part of the same program.”
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 What are some of the best strategic sourcing 
measures?  A number of indicators in use today 
include supply base stratification, target price 
analysis, inventory lead time investment impact, 
purchase commodity segmentation, and the 
cumulative supplier activity analysis (CSAA) – the 
subject of our featured example. 

 How CSAA works.  The CSAA is a data 
extraction generally from the accounts payable 
system and contracts files.  Its overall purchase for 
the purchasing activities is to prioritize similar to 
Pareto analyses or ABC categorization, but less 
familiar to the mass of procurement professionals.  
The analysis displays number of suppliers , dollars 
spent, and invoices per supplier on a cumulative 
basis (see accompanying exhibit). 

 This simple, often overlooked, breakdown 
highlights high-cumulative-purchase-dollar 
suppliers, as well as those most significant based on 
number of invoices paid.  In other words, the CSAA 
locates the most important suppliers from

both expenditure and operational points of view (in 
this case, invoice processing). 

 The definition of strategic goals and the 
application of the indicator are reciprocal processes:  
Once a graph such as the accompanying one is 
compiled, managers can clearly see the wisest, most 
attainable goals. 

 In this example, the three highlighted points (a, 
b, and c) are associated with the following strategic 
sourcing initiatives:  (a) focused management of 85% 
of all purchase expenditures; (b) 50% reduction in 
total purchasing process paperwork; and (c) 
identification of optimal opportunity areas. 

 Managers can now see how the primary 408 
suppliers (roughly 5% of the total pool) present the 
best opportunities for strategic leverage.  This will 
help leaders from procurement or other departments to 
establish: 

• Goals for a formal supply base optimization 
program; 

 

• Amount of dollars to be contracted for with 
long-term supplier agreements; 

• Number of invoices to be targeted for 
elimination through improvements and 
enhancements such as EDI , sys tem 
contracting, and other paperless and 
transaction reduction mechanisms. 

 In addition, the analysis demonstrates the 
inefficiencies of an expanded supply base—that is, the 
fragmented expenditures and paper processing needed 
to manage the “tail” of the curve. † 

 
Seven Steps for Developing Strategic Sourcing Indicators 

 As primary architects of the sourcing process, purchasing should take the leadership role in 
developing and applying strategic sourcing indicators.  According to studies conducted by ISI, on average 
buyers spend less than 15% of their time in sourcing analysis and research.  This area offers significant 
cost-reduction potential as well as a means to more effectively communicate sourcing strategy and results 
across the company.

1. Decide which strategic sourcing initiatives to pursue.  Such initiatives are company-wide sourcing 
activities that are expected to deliver substantial cost reductions and process improvements.  
Examples: supply base optimization, long-term commodity planning, global supply accessibility. 

2. Identify key questions.  These allow you top gauge your company’s success at accomplishing the 
sourcing initiatives.  Examples: How do we know what other opportunities exist?  How well is our 
competition doing this?  Are all personnel—in procurement and elsewhere—contributing to these 
goals? 

3. Identify data and analysis.  Document the varieties of data and analysis needed to support/answer the 
key questions.  Then prioritize, trying to discard all “chaff”.  Generally, a strategic sourcing initiative 
calls for two to four analyses. 

4. List relevant data sources.  These are all sourcing-related data elements within your company’s 
business systems.  Beyond purchase orders, the list will include: accounts payable, inventory, cost 
estimations, variances, production schedules, sales forecasts, supplier quality appraisals, and so on.  
Ease of access will depend on how well integrated your company’s automation systems are. 

5. Match data requirements with data available.  In some instances, multiple systems or manual data 
will need to accessed .  Begin to define extraction and assimilation processes.  If this is the first time 
data has been extracted for analytical purposes beyond routing operations reports, expect to “be 
creative” in finding solutions.  Make sure the data answers your subjective expectations. 

6. Assimilate and validate data.  Routine validations include: ensuring that suppliers don’t have 
multiple codes or name aberrations; bundling purchased items within commodity groups; adjusting 
for variations in time-period measures and in seasonal/business cycles; and so on. 

7. Manage the strategic initiative.  The analysis should adequately report/support the strategic 
initiatives and communicate to the (procurement) manager(s) responsible for the project. Managers 
can now influence subsequent behavior through the measures they’ve chosen.

(Source:  ISI)

Steve Trecha is a Founder of 
Integrated Strategies Incorporated (ISI), a firm that 
specializes in helping firms maximize their strategic 
sourcing contribution.  SSMR will publish periodic 

articles from ISI in future issues.  For additional 
information, contact Steve at: 

Integrated Strategies Incorporated 
Strategy Center - 1673 Haslett Road, Suite 24 

Haslett, MI 48840 
Phone: 517-381-4800 x2190 

strecha@sourcing.com
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