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What is ά{waέ ŀƴŘ ǿƘŀǘ ƛǎ ά{wa ǇŀǊǘƴŜǊǎƘƛǇέΚ
Important definitions going forward
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άSupplier Relationship Management (SRM) is the 
entire analysis- and work process on segmentation and 
management of suppliers as an integral part of the 
sourcing strategy, optimizing way of interaction and 
collaboration with each supplier in accordance with 
ǎǇŜŎƛŦƛŎ ōǳǎƛƴŜǎǎ ƴŜŜŘǎ ŀƴŘ ŘŜǎƛǊŜŘ ǾŀƭǳŜΦέ

άSRMpartnership is the most advanced type of 
supplier relationship, with developing two-way, 
mutually beneficial relationships with those suppliers 
that are most vital to the buying company to maximize 
value and deliver greater levels of trust, innovation, and 
ŎƻƳǇŜǘƛǘƛǾŜ ŀŘǾŀƴǘŀƎŜΦέ



Benefits of SRM partnerships
What are desired outcomes from enhanced collaborative supplier relationships?
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Deliver a lasting legacy of value creation and capture unique advantages 

Improved utilization of complementary resources (the Company/Suppliers), 
focus on fewer and better strategic relationships 

Streamline communication, build trust, and secure mutual profitable growth

Build trust and implement a common operating framework for all 
development work and interactions with core suppliers  

Added valueofferings to jointly work out in collaborative relationships:

ωVolume growth and price decreases (mutual commitments)

ωIdentifying and solving problems TOGETHER

ωIncentivized performance, shared risks and rewards

ωProduct innovations, joint R&D efforts

ωOngoing ideations and shared cost savings

ωDistribution development (QR, VMI) and reduced inventory levels

ωProduct yield increases and production waste reduction 

ωHigher quality levels

1

2

3
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5 Become Costumer of Choice ςand first to be served - for suppliers and vice versa
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Supplier Relationship Management introduction
The way we do business with suppliers is evolving over time
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If me hit hard me get good 
price.  Grmf.
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Working differently with key suppliers
Traditional buyer-seller relationship versus mature collaborative inter-company team work
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Develop traditional 
relationship and price-
oriented model 

to

Collaborative 
relationship and value 
creation model

Marketing

Manufacturing

Quality

Procurement

Finance

R&D

Marketing

Manufacturing

Quality

Procurement

Finance

R&D

BuyerSales

Marketing

Manufacturing

Quality

Procurement

Finance

R&D

Marketing

Manufacturing

Quality

Procurement

Finance

R&D

Team 
coordinated 

by buyer 
and seller

Work 
differently

Work done in 
functional 

άǎƛƭƻǎέ ŀƴŘ ƻƴŜ 
point of contact

Value creation 
(beyond price only) 
as one collaborating 

cross-functional 
team



The SRM watch outs
Considerations when starting out on an SRM journey
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Do 5ƻƴΩǘ

BE PERSISTENT
SRM is still not widely understood
outside the world of procurement

KEEP IT SIMPLE
The basic concept is just that

FOCUS ON BEHAVIOUR CHANGE
Relationships are between people

DEVELOP TRUST
Consistency and 
reliability are key

RELY ON DOCUMENTATION
Work with the minimum 

necessary

WORK IN SILOS
Share information freely

BE FIXATED ON WORKING 
ONLY WITH BIG SUPPLIERS
Smaller companies can be 

a great source of innovation



The 4 basic steps of SRM
The SRM process is an iterative process consisting of four major blocks
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Segmentation

Supplier Classification

The 4-Step 
SRMProcess

1

Objectives

Expectations & Governance

Activities

Meetings & Projects

Evaluation

Measurement & Feedback

2

3

4



SEGMENTATION ςfirst step of the SRM process
Understand your category positioning and determine appropriate supplier relationship types
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Segmentation
Supplier Classification

1



Segmentation of categories
Identification of your ŎŀǘŜƎƻǊȅΩǎ ǇƻǎƛǘƛƻƴƛƴƎ ƛǎ ŦƛǊǎǘ ǎǘŜǇ ƛƴ ǘƘŜ ǎŜƎƳŜƴǘŀǘƛƻƴ
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Suggested or typical supplier relationship types (or classification) 
for each category positioning is stated in blue text 

Leverage
Category

Strategic
Category

Non-Critical
Category

Bottleneck
Category

High

High

Low

Low

B
u

si
n

e
ss

 I
m

p
a

ct

Supply Market Complexity

Category Positioning Matrix

Strategic 

Reduce risk, create 
mutual value

Non-Critical
Reduce time and effort 

but get best price

Leverage
Use competition 
to get best value

Bottleneck

Reduce risk, simplify, 
grow volume or exit

ÅCollaborative
ÅRegarded

ÅPartner
ÅCollaborative

ÅTransactional ÅCollaborative
ÅRegarded



Category segmentation - example
Typical positioning of different spend categories for a truck manufacturer
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High

High

Low

Low
B

u
si

n
e

ss
 I

m
p

a
ct

Supply Market Complexity

Category Positioning Matrix

Non-Critical
Reduce time and effort 

but get best price

Leverage
Use competition 
to get best value

Risky Bottleneck
Secure supply, simplify, 

grow volume or exit

Example ςhow the category 
segmentation may look like 
for a large international truck 
manufacturer:

Front/Rear 
Lights

Tires

Cleaning 
Services

Instrument 
Panel Deck

Diesel
Engines

Anti-Spin 
Systems

Temporary 
Staffing

Technical 
Design

ά.ȅ ƪƴƻǿƛƴƎ ǘƘŜ 
Category Positioning, 
you will know what is 

the preferred or optimal supplier 
relationship type and how the suppliers 
within that category should typically be 
managed. For each quadrant, there are 
different objectives, purchasing levers 
ŀƴŘ ŀŎǘƛƻƴǎ ǘƻ Ǉƭŀȅ ǿƛǘƘΦέ

Strategic 

Reduce risk, create 
mutual value

So what? Conclusion: Enhance ǊŜƭŀǘƛƻƴǎƘƛǇ ǘƘǊƻǳƎƘ ά{wa ǇǊƻƎǊŀƳέ 
with key suppliers of Diesel Engines and Technical Design



Category positioning drives SRM approaches
For each quadrant, different sets of objectives, actions and sourcing levers come into play
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Leverage
Category

Strategic
Category

Non-Critical
Category

Bottleneck
Category

High

High

Low

Low

B
u

si
n

e
ss

 I
m

p
a

ct

Supply Market Complexity

ÅCollaborative
ÅRegarded

ÅPartner
ÅCollaborative

ÅTransactional ÅCollaborative
ÅRegarded

Examples on actions toward suppliers and negotiation approach for each category positioning



Segmentation as part of Spend Analysis
{ŜƎƳŜƴǘŀǘƛƻƴ ƛǎ ŀƴ ƛƴǘŜƎǊŀƭ ǇŀǊǘ ƻŦ ǘƘŜ {ƻǳǊŎƛƴƎ {ǘǊŀǘŜƎȅ ǇǊƻŎŜǎǎΩ ŦƛǊǎǘ ǎǘŜǇ
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Category- and Supplier segmentation is an integral part of 
your Spend Analysis in the Sourcing Strategy process 

(Sourcing Strategy - step 1)

1) SPEND ANALYSIS

Å Cost analysis
Å Needs analysis
Å Market analysis
Å Supplier analysis

2) DEVELOP SOURCING 
STRATEGY

Å Strategic pillars
Å Buying levers
Å Prioritized actions

3) EXECUTION OF 
STRATEGY

Å Monitor changes/risks
Å Project management
Å Manage suppliers

άLŦ ȅƻǳ ŀǊŜ ŜȄŜŎǳǘƛƴƎ 
a strategy (step 3) 
and have not done 

appropriate segmentation, you will need 
to go back to step 1 and do the 
complete supplier segmentation and 
ŀŘƧǳǎǘ ȅƻǳǊ ǎǘǊŀǘŜƎȅ ŀƴŘ ǎŜǘ ƻŦ ŀŎǘƛƻƴǎΗέ



Supplier classification terminology
Three ways of defining relationship types with suppliers (real-case examples from different companies)
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Å The most strategic suppliers are called 
άLƴǘŜƎǊŀǘŜŘέΣ Ƴŀƴȅ ŎŀǘŜƎƻǊƛŜǎ ǿƛƭƭ ƴƻǘ ƘŀǾŜ ŀƴȅ 
Integrated suppliers since being integrated 
ƳŜŀƴǎ ǊŜŀƭƭȅ άƛƴ-it-ǘƻƎŜǘƘŜǊέ όŎƻ-located, etc)

Å Preferred and Integrated suppliers are relevant 
for SRM programs, enhanced collaboration

Å Challengers and Commercial suppliers compose 
the majority of the supplier base, with the latter 
managed by minimum efforts

INTEGRATED 
SUPPLIERS

PREFERRED 
SUPPLIERS

CHALLENGER SUPPLIERS

COMMERCIAL SUPPLIERS

Business as usual
(All other suppliers)

TOP 
5-10%

Collaborative 
suppliers

Partner to Win 
suppliers

A-SUPPLIER

B-SUPPLIER

C-SUPPLIER

D-SUPPLIER

E-SUPPLIER

Å {ŜƭŜŎǘŜŘ ŦŜǿ ǎǳǇǇƭƛŜǊǎ ŎŀƭƭŜŘ άtŀǊǘƴŜǊέ ǎǳǇǇƭƛŜǊǎΣ 
around 5-10% of total suppliers ςwith these 
suppliers the company do focused collaborative 
ǇǊƻƎǊŀƳǎ όά{wa ǇǊƻƎǊŀƳǎέ

Å The majority of the supplier base are 
ά/ƻƭƭŀōƻǊŀǘƛǾŜέ ςeach supplier brings a certain 
value to the company, but not necessarily 
motivating programs to create value or enhance 
the relationship

Å Supplier classification from A to E
Å A-, B-, and C-suppliers are ongoing suppliers 

with A being most valuable/strategic
Å D-suppliers are Development suppliers, that are 

normally new to the business
Å E-suppliers are non-prioritized suppliers that 

are managed transactionallyor in exit plan

Example 1: Example 2: Example 3:



Å Pay for service or goods. We need 
something and buy it from a supplier

Å Not much depth or room for 
expansion, yet what they supply is 
needed for the business

Å Transactional suppliers are not 
prioritized suppliers, normally 
ƳŀƴŀƎŜŘ ǿƛǘƘ ŀƴ ŀǊƳΩǎ ƭŜƴƎǘƘ 
distance or could be in exit plan

Å We spend minimum time and 
resources on managing this type of 
suppliers

Å Competition is used to secure best 
buy options

Å Some common work on bottom-
line or top-line projects, but 
limited and with clear agreement 
on development cost fees, etc

Å Regarded suppliers are not seldom 
growing development suppliers, if 
competitive they may become 
Collaborative suppliers

Å Low level of time invested and 
resources from buyer company

Å Joint efforts from both supplier and 
the buying company on cost 
reductions and product/service 
improvement

Å Leveraged capabilities, bringing 
together complementary knowledge, 
expertise, and skills to contribute to 
the mutually beneficial development

Å Some careful exchange of plans and 
strategies

Å Medium to high level of time and 
resources invested into relationship

Å Partnership with a supplier who 
agrees to cooperate to achieve a 
common goal and establish a close 
relationship, based on similar 
objectives or characteristics

Å Partner suppliers provide Products 
or Services that are very critical for 
our business and consumer needs

Å ²Ŝ ŀǊŜ άƛƴ-it-ǘƻƎŜǘƘŜǊέΣ ƳŜŜǘ 
often, and share strategies and risks

Å We innovate exclusively together in 
a climate of high trust level

Supplier classification by MySourcingLeader.com
Relationship types naming convention going forward in this SRM presentation
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PARTNER

COLLABORATIVE

REGARDED

TRANSACTIONAL

OUR DEFINITION OF 
RELATIONSHIP TYPES:

TRANSACTIONAL REGARDED COLLABORATIVE PARTNER

ά²Ŝ Ƴŀȅ Ŏŀƭƭ ǘƘŜ ǎŜǘ ƻŦ 
actions and intensive 
work efforts to enhance 

relationship and create value with a core 
ǎǳǇǇƭƛŜǊ ŦƻǊ ά{wa ǇǊƻƎǊŀƳέΦ ²Ŝ Řƻ ǎǳŎƘ 
programs with suppliers in the upper part 
of the pyramid, as they are most critical 
for our future business ǎǳŎŎŜǎǎΦέ



Segmentation of suppliers
How do you place right suppliers in right classification type of the pyramid? 
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Which relationship type with 
suppliers is optimal for your 
category/material/service?



Characteristics of supplier relationship types
Checklist supporting your determination of right classification of your suppliers
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Relationship 
Type

Category Matrix Relationship
Characteristics

Business Needs Market Dynamics Technology Supplier Requirement

PARTNER Å Strategic Å Long term
Å Veryhigh Trust 

level
Å Open and 

Transparent
Å Hard to switch
Å Built from B-

supplier
Å Very frequent info 

exchanges

Å Mutual sharing of 
plansand 
strategies

Å Close relationship 
on all levels and 
functions

Å Product/Service 
has major impact 
on business and 
customers

Å Sharing of risks

Å One or very few 
suppliers

Å High profit margins
Å Low price volatility

Å {ǳǇǇƭƛŜǊΩǎ 
technology is 
essential for us

Å Market leader
Å High complexity of 

Product/Service

Å High experience 
level with our 
company

Å Expansion of 
capacity when 
needed

Å Co-location or 
exchange of 
personnel maybe 
required

COLLABORATIVE Å Leverage, Strategic Å Medium/Long term
Å High trust and 

open dialogue
Å Hard to switch
Å Less integratedas 

A-suppliers

Å Mutual sharing of 
plans and intents

Å Relationshipacross 
many levels

Å Product/Service is
key to business and 
consumers

Å Sharing of risks

Å Few /Multiple 
suppliers available

Å High profit margins
Å Medium/Low price 

volatility

Å {ǳǇǇƭƛŜǊΩǎ 
technology is 
important

Å Above industry 
standard, market 
leader

Å Medium/High 
complexity

Å Experienced with 
our company

Å Expansion of 
capacity when 
needed

REGARDED Å Leverage, 
Bottleneck, Non-
critical

Å Short/Medium
term

Å Fairly easy to 
switch supplier

Å Multiple exchanges

Å Some plans and 
intents are shared

Å Some info 
exchange on many 
levels

Å Minimal risk 
sharing

Å Many suppliers 
competing

Å Average profit 
margins

Å Medium/High price 
volatility

Å {ǳǇǇƭƛŜǊΩǎ 
technology is not 
essential

Å Industry standard
Å Low complexity

Å Some experience 
with our company

Å Capacityexpansion 
not critical

TRANSACTIONAL Å Non-critical Å Short term / Spot
Å Easy to switch
Å Info exchange kept 

at minimum

Å Business plans or 
strategies are not 
shared

Å Minimal
interactions

Å No risks shared

Å Intensive 
competition, many 
players to choose 
from

Å Market decides 
margins or Low

Å High price volatility

Å {ǳǇǇƭƛŜǊΩǎ 
technology is not 
important

Å Industrystandard
Å Low complexity

Å Noor limited 
experience with 
our company

Å Capacity expansion 
not critical

Criteria for category- and supplier segmentation ςsupporting your analysis and decisions



Understanding business needs
{wa ƛǎ ŀōƻǳǘ ŦǳƭŦƛƭƭƛƴƎ ōǳǎƛƴŜǎǎ ƴŜŜŘǎ ōȅ ŜŦŦŜŎǘƛǾŜƭȅ ǘŀǇǇƛƴƎ ȅƻǳǊ ǎǳǇǇƭƛŜǊǎΩ ŎŀǇŀōƛƭƛǘƛŜǎ
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Find out your business needs (part of Sourcing Strategy process, step 1). 
Talk to your organization! Interview the top business leaders in Marketing and Sales.
LǘΩǎ ŦǳƴŘŀƳŜƴǘŀƭ ǘƘŀǘ ȅƻǳǊ {ƻǳǊŎƛƴƎ {ǘǊŀǘŜƎȅ ŀƴŘ {wa ǇǊƻƎǊŀƳǎ όŀŎǘƛƻƴǎ ǿƛǘƘ ǎǳǇǇƭƛŜǊǎύ 
ŦƻŎǳǎ ƻƴ ǿƘŀǘ ƳŀǘǘŜǊǎ ŀƴŘ ŦǳƭŦƛƭ ǘƘŜ ōǳȅƛƴƎ ŎƻƳǇŀƴȅΩǎ ōǳǎƛƴŜǎǎ ƴŜŜŘǎΗ

Reduced cost?

Mitigated risk?

Innovation or access 
to new technology?

Sustainability 
programs?

Improved quality?

Quick response?

Continuous 
improvements?



Is any relationship type better than the other?
Sourcing strategy and business needs drive the supplier segmentation
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PARTNER

COLLABORATIVE

REGARDED

TRANSACTIONAL

GROWTH:
Å Strategic fit
Å Innovation requirements
Å Product life-cycle stage
Å Need for capacity

PRODUCT/SERVICE MIX:
Å Criticality for our business
Å Consumer needs
Å Supplier change barriers
Å Resource & time investment
Å Risk environment

Supplier segmentation supports decision on resource 
allocation and right sourcing strategy

Factors influencing choice of 
right relationship type:



Resources and time invested in supplier relationships
The more advanced relationship the more efforts and investments from both parties
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High

Resources & 
Time

Commitment

Low

Transactional

Regarded

Collaborative

!ǊƳΩǎ ƭŜƴƎǘƘ        Type of Supplier Relationship            Alliance

Partner

ά¢ƘŜ ǎƛȊŜ ƻŦ ǘƘŜ bubbles 
symbolizesthe amount of 
suppliers in your category. 

Typically, you spend more time and resources 
with selected few suppliers, while the 
majority of suppliers are managed through 
ƭŜǎǎκǎǘŀƴŘŀǊŘ ǘƛƳŜ ŀƴŘ ǿƻǊƪ ŜŦŦƻǊǘǎΦέ

Complexity 
level for 

Procurement

Standard Product/Service Specification           Specific



!ǎǎŜǎǎƳŜƴǘ ƻŦ ǎǳǇǇƭƛŜǊǎ ǳǎƛƴƎ άaΦhΦLΦ{Φ¢Φ9ΦwΦέ όмκнύ
MOISTER is an easy and powerful tool for evaluating if suppliers fit and meet business needs
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Innovation 
Capability

Operational 
Excellence

Market 
Position

Relationship 
Chemistry

Economical 
Strength

Trust
Strategic 
Match

Market
Position

Operational 
Excellence

Innovation 
Capability

Strategic 
Match

Trust

Economical 
Strength

Relationship 
Chemistry

Commercial position; Industry leadership; Customer portfolio; 
Commercial approval; External relations; Customer reach 

Manufacturing and Service capabilities; Quality systems; 
Logistical capability; Human resources; Supply base 

Business structure; Management approach; Strategic direction;  
View toward buying company; Corporate governance

Research and innovation capability; Intellectual properties; 
Project execution; Core competencies; Product development

Cost structure; Financial performance; Ownership structure; 
Risk exposure; Profit centers; Credit rating

Shared values and expectations; Relationship effectiveness on all 
levels/functions; Communication and collaboration climate

Strategies and sensitive information sharing; Team building; 
Common objectives setting; Efforts based on mutual benefit



Assessment of suppliers using MOISTER (2/2)
Example on MOISTER applied on spend category showing analysis and relationship plan per supplier
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Supplier Market 

Position

Operational 

Excellence

Innovation 

Capability

Strategic 

Match

Trust Economical 

Strength

Relstionship 

Chemistry

Supplier 

Relationship 

Plan

Status

Supplier 1

Keep as 
COLLABORATIVE;

improve 
operations, limit 

innovation

Supplier 2

Run SRM
program; create 

value; enhance to 
PARTNER

Supplier 3

EXIT supplier;
shift volume to 

New supplier and 
the Partner

Supplier 4

REGARDED;
maintain and 

work on 
Relationship 

Building

New supplier

Develop;
start out as 
REGARDED

High or Very High Level -
Good fit , supplier's level 
meets the business needs 
(no or positive gap)

Medium Level - On track 
with improvement potential 
(some gap exists, work do be 
done with supplier)

Low or Very Low Level -
No fit , supplier's level is 
clearly below the business 
needs (significant gap)

M.O.I.S.T.E.R. is a practical tool for assessing if your suppliers fit your company and 
fulfill your business needs. The tool is easy to use and makes a powerful visualization 
of your plan with each supplier and the analysis that justifies your proposal/decision. 



Current and optimal supplier relationship
Enhancement of supplier relationship is an integral part of your sourcing strategy
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Where is your supplier 
relationship today?

Is it the optimal relationship 
for the Product/Service?

άLƴ ǘƘƛǎ ŜȄŀƳǇƭŜΣ ŀ 
supplier has been 
identified being 

currently managed as a Collaborative 
supplier, while the optimal relationship 
type should rather be managed as 
Partner. This could be the case when a 
ǎǳǇǇƭƛŜǊΩǎ ǘŜŎƘƴƻƭƻƎȅ ƛǎ ƳƻǊŜ ŎǊƛǘƛŎŀƭ ǘƻ 
our business than we first thought, and 
this technology might have to be 
ǊŜƴƻǾŀǘŜŘ ǘƻ ƳŜŜǘ ƴŜǿ ŎƻƴǎǳƳŜǊ ƴŜŜŘǎΦέ 
In our Sourcing Strategy, we will include 
actions on how to enhance the 
ǊŜƭŀǘƛƻƴǎƘƛǇ ǿƛǘƘ ǘƘƛǎ ǎǳǇǇƭƛŜǊΦέ

Å You need to determine if the choice of supplier 
relationship type matches the segmentation factors

Å If yes, develop or maintain the relationship so it fits 
your Sourcing Strategy and business needs

Å If not, include actions to your road map that enhance 
the relationship to higher levels in order to bring 
desired value/benefits (see example to the right) 



Documenting your supplier classification (1/2)
Integrate the determined supplier relationship types into your sourcing strategy material
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LǘΩǎ ǇƻǿŜǊŦǳƭ ǘƻ ǳǎŜ ǘƘŜ ǎǳǇǇƭƛŜǊǎΩ 
company logos instead of the stars. 
In your Sourcing Strategy, you may 

plot suppliers on a geographical map:

SUB-CATEGORIES

Flexible 
packaging

Corrugated 
Shippers

Plastic 
Bottles & 

Caps

Tertiary 
Packaging

Printed 
Carton

Suppliers in Category: 

A ςSupplier 1 (Flexibles)
B ςSupplier 2 (Flexibles)
C ςSupplier 3 (Printed Carton)
D ςSupplier 4 (Corrugated)
E ςSupplier 5 (Tertiary)

SUPPLIERS

A

B

C

D

E

Visualization of segmentation of both Suppliers and 
Categories (or the sub-categories of your spend scope)

Spend $5mln  
PARTNER

Spend $3mln  
REGARDEDSpend $7mln  

COLLABORATIVE

Spend $2mln  
TRANSACTIONAL



Documenting your supplier classification (2/2)
Include relationship types in the spend data on your supplier portfolio
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Å By now you should be done with your Category- and Supplier Segmentation
Å5ƻŎǳƳŜƴǘ ȅƻǳǊ ŎƻƴŎƭǳŘŜŘ wŜƭŀǘƛƻƴǎƘƛǇ ¢ȅǇŜǎ ƛƴ ǎǳƛǘŀōƭŜ άǎǳǇǇƭƛŜǊ ƭƛǎǘέ ƻǊ άǎǇŜƴŘ ŀƴŀƭȅǎƛǎ Řŀǘŀ ŦƛƭŜέΦ 

This could like like below:

Supplier
Spend ($ 
million)

Share of 
category 
spend

Relationship 
Type

Lead 
Country

Contract Expiry 
Date

Agreed Annual 
Price Reductions 

(%)

Value 
Creation 
Agreed

Payment 
Terms Lead Contact

Supplier 1 25  30% Partner* DE 12.2017 3 Yes 90 Buyer name

Supplier 2 18 20% Collaborative IT 12.2017 2 No 45 Buyer name

Supplier 3 13 15% Collaborative* PL 6.2016 2 No 60 Buyer name

Supplier 4 5 6% Regarded TR 12.2015 0 No 60 Buyer name

Supplier 5 3 4% Transactional DE No contract 0 No 45 Buyer name

9ǘŎΧ

ϝύ DƛǾŜƴ ǘƘŜ ŀǎǎŜǎǎƳŜƴǘ ŘƻƴŜ όǇǊŜǾƛƻǳǎ ǎƭƛŘŜǎύ Σ ǘƘŜ ǎǳǇǇƭƛŜǊ ǿƛƭƭ ōŜ ǎŜƭŜŎǘŜŘ ŦƻǊ ά{wa 
ǇǊƻƎǊŀƳέ ŀƴŘ ŀ ŎƻƳƳƻƴ 5ŜǾŜƭƻǇƳŜƴǘ tƭŀƴ ǿƛƭƭ ōŜ ŜǎǘŀōƭƛǎƘŜŘ ǘƻƎŜǘƘŜǊ

Supplier 1

Supplier 2 Supplier 3

Supplier 4

Supplier 5



Suppliers concluded subject for SRM programs
Planner example on what suppliers will be subject for relationship enhancement or SRM programs
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Category Sub-category Supplier Current 

Ralationship 

Level

Desired 

Relationship 

Level

Value 

Proposition

Stakeholders SRM Leader Timing to 

complete 

Development

Plan

Status

Flexible

Packaging

Category, Sub-

category name, or 

Product/Service

Supplier 1 Partner Partner Å Dedicated line

Å Open books

Å Renovation of

Product Delta

Å Marketing/Sales

Å Manufacturing

Buying 

Manager 

Name

July 2015

Flexibles

Packaging

Category, Sub-

category name, or 

Product/Service

Supplier 1 Collaborative Partner Å JIT deliveries

Å Joint develop-

ment

Å Marketing/Sales

Å Manufacturing

Buying 

Manager 

Name

Dec 2015

Printed 

Carton

Category, Sub-

category name, or 

Product/Service

Supplier 3 Collaborative Partner Å Cost reduction

Å L6S program

Å Marketing/Sales

Å Manufacturing

Buying 

Manager 

Name

Dec 2015

Plastic

Bottles & 

Caps

Category, Sub-

category name, or 

Product/Service

Supplier 4 Regarded Collaborative Å Increased

Consumer 

Percieved 

Quality

Å Marketing/Sales

Å Quality Dept.

Buying 

Manager 

Name

Dec 2016

Corrugated 

Shippers

Category, Sub-

category name, or 

Product/Service

Supplier 5 Regarded Collaborative Å Secure

capacity for 

new Product 

Range

Å Manufacturing Buying 

Manager 

Name

Dec 2016

Coming out from the segmentation process, above is a guidance 
ƻƴ Ƙƻǿ ȅƻǳ Ƴŀȅ ƳŀƪŜ ŀ Ǉƭŀƴ ŀƴŘ ǘǊŀŎƪŜǊ ŦƛƭŜ ŦƻǊ ȅƻǳǊ ŎŀǘŜƎƻǊȅΩǎ 

SRM programs (or relationship enhancements)



Summary of Segmentation ςSRM process step 1
Rightly done segmentation is essential for the continued work in the SRM process
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[ŜǘΩǎ ǎǳƳƳŀǊƛȊŜ ǘƘŜ {ŜƎƳŜƴǘŀǘƛƻƴ 
activities:

Å Do your spend/market/supplier analysis
Å Identify the business needs
Å Determine optimal supplier relationship types
Å Develop your Sourcing Strategy
Å Build actions/tactics to achieve the optimal 

supplier relationships
ÅaŀƴŀƎŜ ŀƭƭ ǎǳǇǇƭƛŜǊǎ ŀƴŘ Ǌǳƴ ά{wa ǇǊƻƎǊŀƳǎέ 

to capture desired value with selected few 

Å Understand your spend and category positioning
Å Analyze Business Needs and Supply Market
Å Assess Suppliers
=> Supplier Segmentation



OBJECTIVES
¢ƘŜ ǎŜŎƻƴŘ ǎǘŜǇ ƛƴ ǘƘŜ {wa ǇǊƻŎŜǎǎ ƛǎ ŀōƻǳǘ ǎŜǘǘƛƴƎ άǿƘȅέ ŀƴŘ άǿƘŀǘέ
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Objectives
Expectations & Governance

2



Objectives of SRM
With your selected few SRM partners you will collaboratively create the value your business needs
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Creative and persistent work together as partners 
on taking Cost and Risk out (bottom line), while 
bringing Value and Innovation in (top line)

R
IS
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HIDDEN

VALUE

Unlocking full value from 
the procurement levers 
(like innovation, 
reformulation, supply-
chain efficiencies, etc), 
which requires a broader 
focus than price 

9·!at[9{ hC {t9/LCL/ h.W9/¢L±9{ hC ά{wa twhDw!a{έΥ

- Dedicated resources from both companies to manage global collaboration
- World-class commercial- and technical performance from supplier in return for long-

term growth, trust and stability
- Supplier ready to invest in the markets we need them (co-locate, break monopolies)
- Active support in our spec simplification and technology agenda
- CƻŎǳǎŜŘ ŘƛǊŜŎǘƛƻƴ ŦƻǊ ǎǳǇǇƭƛŜǊΩǎ ƛƴǾŜǎǘƳŜƴǘǎ ƛƴ ǊŜǎŜŀǊŎƘ ǇǊƻƎǊŀƳǎ

The common supply-chain shall always beat competing supply-chains!

Traditional procurement ς
price nego(item-by-item 
focus, lack of holistic view)



The objectives of SRM program with a specific supplier (1/2)
Determine internally (across all stakeholders) what value you need to capture from the supplier
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Why do we need to establish an SRM Partnership and what are our SMART* goals?

QUANTITATIVE GOALS:

ωProductivity minimum X% of spend value 

ωQuality claims maximum Y% of delivered value?

ωPayment terms (DPO) and inventory (DIOH)  improvements?

ω9ǘŎΧ

QUALITATIVE GOALS:

ωImproved relation and efficiency in daily communication

ωStrengthened position at the supplier (secured capacity)

ω/ŀǇǘǳǊŜ ǎǳǇǇƭƛŜǊΩǎ ǳƴƛǉǳŜ wϧ5 ŎŀǇŀōƛƭƛǘƛŜǎ όƛƴƴƻǾŀǘƛƻƴύ

ω9ǘŎΧ

SOFT (RELATIONSHIP) GOALS:

ωHow to we want our suppliers to perceive us? 

ωGoodwill goals?

ω9ǘŎΧ

The goals should be shared with the 
supplier after being determined internally

*) SMART goals are
S = Specific
M = Measurable
A = Attainable
R = Realistic
T = Timely



Objectives of SRM program with a specific supplier (2/2)
Make an overview of your justification for enhancing the supplier relationship and get ƛƴǘŜǊƴŀƭ έōǳȅ-inέ
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What do they want from us?

Supplier background 

What value can they offer to us?

SRM relationship type
Å Historical spend development with [Supplier Name]:

Å 3rdƭŀǊƎŜǎǘ ǎǳǇǇƭƛŜǊ ǿƛǘƘƛƴ /ŀǘŜƎƻǊȅ ƛƴ ǊŜƎƛƻƴΧ
Å Strongest R&D capabilities in the supplier industry

Å [Supplier Name] is currently managed as Collaborative. Due to our 
need for Innovation (especially product range Delta) and capacity 
increase we must enhance the relationship to Partner

Å 3-year contract
Å Sales turnover growth by >10% annually
Å Payments on time
Å Forecast ςboth short-term and long-term
Å Visibility on our plans in markets X, Y, Z
Å9ǘŎΧ

Å Commercial advantage ςrenovation of product range Delta 
through innovation

Å Productivityς4% annually, based on stable growth and lomng-
term contract

Å Capacity ςǎǳǇǇƭƛŜǊ ǿƛƭƭ ƛƴǾŜǎǘ ƛƴ ƴŜǿ ŘŜŘƛŎŀǘŜŘ ƭƛƴŜΣ ƛŦΧ
Å R&D resources ςdedicated resource supporting our new product 

development

0
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15

20

25

30 [Supplier name] turnover, $mln

2012

2013

2014

est2015

You may share this Objectives overview with the supplier ςbut be careful what is stated

EXAMPLE:



Supplier preference matrix
!ǇǇƭȅ ǘƘŜ ƳƻŘŜƭ ǘƻ ǳƴŘŜǊǎǘŀƴŘ ǘƘŜ ǎǳǇǇƭƛŜǊΩǎ ǾƛŜǿ ƻƴ ȅƻǳǊ ŎƻƳƳƻƴ ōǳǎƛƴŜǎǎ
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Use the preference matrix to analyze if your desired 
ǊŜƭŀǘƛƻƴǎƘƛǇ ǘȅǇŜ Ŧƛǘǎ ǘƻ ǘƘŜ ǎǳǇǇƭƛŜǊΩǎ ŘǊƛǾƛƴƎ ŦƻǊŎŜǎ

The supplier might make different choices, depending on 
the value and attractiveness of the business with you

Are you and the supplier important to each other?
Is there an equal power balance in the relationship?

Check carefully and take appropriate actions

High

High

Low

Low
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Relative value of business with 
buying company

Å DEVELOP CUSTOMER
Å Some efforts

Å KEY ACCOUNT
Å Strategic customer
Å Best price and service
Å Loyalty programs

Å LOW INTEREST
Å Opportunity
Å No efforts or exit

Å DILEMMA
Å Price increase
ÅMinimal efforts

DEVELOPMENT CORE BUSINESS

NUISANCE EXPLOITABLE

GOOD MATCH
Potential SRM Partnership

DEVELOPMENT

CORE BUSINESS

NUISANCE

EXPLOITABLE

BOTTLENECKSTRATEGIC TRANSACTIONALLEVERAGE

GOOD MATCH
Maintain relationship;

Offer more volume

GOOD OPPORTUNITY
Find mutual dependency 
areas; motivate supplier

POTENTIAL MATCH
Mutual efforts on 

developing business

MODERATE RISK
Focus on mutual 
dependency areas

POTENTIAL PROBLEM
Build alternative sources

ADVERSE RELATION
Build competition; check 
power-balance and info

BE CAUTIOUS
Identify mutual needs; 

build competition

MODERATE RISK
Monitor service and price; 

change supplier

HIGH RISK
Monitor development;

Consider exiting

LONG-TERM PROBLEM
Change to other supplier

VERY HIGH RISK
Increase attractiveness; 

change supplier

HIGH RISK
Offer incentives; 
change supplier

GOOD SITUATION
Maintain relationship;

Offer more volume

GOOD SITUATION
Drive cost optimization;

Motivate supplier

GOOD MATCH
Potential SRM Partnership;

Long-term agreement

CATEGORY 
POSITION

SUPPLIER
PREFERENCE


