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FIGURE 10.1: The Supplier Management Process

Strategic Sourcing
Strategic sourcing is a systematic process that seeks to align a firm’s purchasing strategies with its 
overall strategy in a cost-effective manner. In contrast to the day-to-day procurement of goods and 
services, strategic sourcing takes a long-term approach and focuses on working with suppliers to 
optimize what they can contribute to the organization. Through strategic sourcing, The Walt Disney 
Company (Burbank, CA) has been able to save hundreds of millions of dollars annually. It has also 
used its voice to point toward more ethical approaches to sourcing; for example, Disney announced 
that it will no longer do business with several large paper suppliers in Asia that engage in questionable 
environmental policies. These firms were charged with endangering the Indonesian rainforest and 
contributing to the destruction of the habitat. 12

The strategic sourcing process consists of the six steps shown in Figure 10.2.13

ANALYZING SPENDING PATTERNS
A systematic strategic sourcing process begins with the company collecting, classifying, and analyzing 
expenditure data as part of a spend analysis.14 The purpose of a spend analysis is to determine:

•• What products is the company really spending the most money on?
•• Who are the suppliers on whom the company is spending the most money?
•• Is the company getting what has been promised for the money spent?

Unfortunately, very few companies systematically organize and analyze their spend data and there-
fore have no concrete means to answer these three questions. As a result, global firms are losing 
hundreds of billions annually. These losses reflect the inability of some companies to identify sup-
pliers that provide the best value for the money or result from the failure of suppliers to deliver 
the required items of appropriate quality on time. On the other hand, for those firms who actively 
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FIGURE 10.2: The Strategic Sourcing Process
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