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By John Paterson, Chief Procurement Officer, IBM Integrated Supply Chain

As procurement teams face the challenges and opportunities resulting from increasing competitiveness, accelerating globalization and the growth of services as a key differentiator in the marketplace, it is essential that organizations reassess their existing strategy and continuously validate its effectiveness based on the current and anticipated future business environments. 

At IBM,  we’ve experienced first hand how continual procurement strategy planning and resulting transformation initiatives have contributed to over $6 billion in cost savings annually while delivering leading edge technology and services in a flattening, global world.

Our transformation strategy supports IBM’s continuing desire to remain the marketplace leader and our need to drive productivity, cost reduction, and ensure supply security, continuity and quality for customers. The strategy is executed while sustaining industry leadership in supplier diversity, environmental affairs and social responsibility. 

As a core element within IBM’s Integrated Supply Chain (ISC), IBM’s Global Procurement’s value is derived from its people, processes, and technologies that secure goods and services in support of internal partners and external clients in the development and delivery of quality products and offerings. The resulting benefits from this activity include increased profit (from best of breed commodity and delivery cost reductions and labor cost reductions), improved internal partner and client satisfaction (from improvements in supply continuity, quality and value of goods and services received), and an optimized cash flow. 

Operating under a continuous planning cycle at IBM, we refine our strategy incorporating the four key elements, applicable to all organizations, for consideration in strategy development. They are:

· Strategic Marketplace Drivers - customer, supplier and competitive landscapes

· Corporate Strategic Intent - including driving growth and profits consistent with your business’s principles and strategic imperatives

· Procurement Business Design - increase procurement leverage, year on year productivity improvements, facilitate strategic growth and value.

· Innovation – incorporating advances in technology or process design emanating from our suppliers, laboratories or research teams. 



Following this model, IBM has internally developed a set of strategic actions to address these challenges and take full advantage of opportunities in this fast paced marketplace. The key to our strategy is the alignment of these strategic actions into four imperatives, representing the nucleus of our procurement strategic plan, which can be applied to most procurement organizations.  Below is a brief description of these imperatives. 

Imperative 1: Transform global strategic sourcing and provide on demand supplier relationships
The objective of this imperative is the transformation of our fundamental sourcing model by continuing to increase aggregation of spend across commodities locations, internal partners and external customers, and suppliers.  Equally important is to ensure we leverage global reach by looking beyond existing lower cost regions, continually assessing the emerging supply sources (nomadic sourcing), and extending support capabilities of our strategic operations. It also includes changes to our management system to actively review the end-to-end sourcing model across all IBM units to optimize for end-to-end cost, quality and supply prior to initial design and sourcing choices by development, brand and manufacturing.

At the same time, we must move towards an on demand model of supplier relationships to sustain our competitive advantage.

We need to redefine our fundamental supplier relationship model and develop a proactive plan to reach interdependence with suppliers. These relationships will be differentiated by our commitment to a truly integrated “win-win” relationship between IBM and our suppliers. Underlying this redefinition will be the continued drive towards collaborative and seamless interwoven processes, systems and IT infrastructures, and unique governance structures with suppliers.

Imperative 2:  Influence and provide leadership to internal partners in the delivery of on demand innovative solutions
This imperative drives collaboration and focuses on suppliers’, internal partners’ and the customers’ business strategy.  By seamlessly integrating suppliers with the needs of corporation’s individual business units, procurement will help mold and influence product strategies, solution development, and life-cycle management. This can be a key competitive differentiator. 

Imperative 3:   Grow profitable commercial procurement services revenue
As we continue to focus on our services offering, the intent of this imperative is to leverage the expertise, processes and IT of our procurement organization to deliver and exceed committed cost savings to our BTO clients while growing commercial procurement services revenue for the IBM corporation.  Additionally, leveraging BTO client spend with our supplier base will increase our collective purchasing power, providing significant value to our clients. 

Imperative 4:   Achieve best in class operational efficiency, quality & functional excellence
Our objective in this imperative is to become more efficient and develop a tighter integration across key ISC processes.  A central area in this work is to rebalance our resources across geographies to ensure the right balance between the various skill sub-groupings, to automating or eliminating low value add activities, and to improve resource utilization tracking; all while consistently maintaining appropriate quality standards.  Leveraging and enhancing the skill set of global resources is a prerequisite to the success of a globally efficient and effective operation.
Foundation: The core elements - People, Business Information, Business Intelligence

An area of commonality across our four imperatives is the importance of a skilled workforce armed with the information and knowledge to deliver our strategic objectives. We will need to continue to maintain best of breed skills and business intelligence based on secure and easily obtainable integrated information.

A workforce that fosters innovation, effective problem solving, and the ability to handle complex negotiations that deliver a total solution to our internal or external clients will be a pre-requisite to success.

The effective management and responsive sharing of business information plays a crucial role in optimizing processes and cooperation across the supply chain. This means real-time access to information from anywhere at any time with the ability to integrate that information across the supply chain to react to challenges and opportunities with speed and precision. 
Lastly, with real-time business information at hand, teams can facilitate better decision-making for internal partners by providing competitive advantage; by simplifying access to business and marketplace intelligence through a “single point of entry;” and by applying knowledge management techniques to leverage data that exists, to determine filters for relevance, and to organize trends for data sharing.

To conclude, similar to any large scale implementation, particularly one that is going to change the way a business operates, these imperatives and the foundation require executive management sponsorship as well as ownership to ensure they are executed. In order to gauge the progress of the transformation, our senior leadership team, led by our chief procurement officer, has to establish a rigorous set of strategic metrics and a supporting management system to validate the execution of the strategic roadmap and its success.  

This is no overnight task.  This is a journey that started for IBM as part of our larger transformation begun in the 1990’s. And although we are ten years into this journey, we still have much more to accomplish. But our early results from our strategic initiatives are very encouraging and we know we have the right strategic roadmap to sustain these results to clients and shareholders. These results ultimately are delivering millions of dollars of cost savings to our company and those of our commercial clients. This clearly adds value and provides a competitive advantage which has transformed the traditional procurement role into a driving force for business success.
What does this mean to diverse owned businesses and how should they respond?
As organizations reassess and validate existing strategies and their effectiveness in a competitive and ever    changing global marketplace, it is incumbent upon all suppliers to anticipate and plan for change. The effect of business fluctuations on small and medium businesses, where heavy concentrations of diverse owned companies reside, can be profound. It is incumbent upon suppliers to prepare dynamic and global responses to changing business environments.  

Response attributes of diverse owned suppliers that stay engaged during corporate strategic and organizational change include keen understanding of customer strategy, imperatives and goals.  Supplier     value propositions, and their compatibility with organizational strategic direction and core business requirements, must accompany that keen understanding. Successful value propositions of IBM suppliers are those that focus on our core business requirements and offer differentiated products or services. In tandem with these value proposition attributes are provision of innovative solutions, and appropriate anticipation of skill supply and demand constraints that result in uninterrupted service supply to IBM and its external clients. Global competitiveness, seamless IT system interaction, optimum responsiveness, continuity of supply and state of the art quality are all expected standards.  IBM’s supplier partnerships emerge where the above attributes occur over extended periods in an environment of shared risk and reward.        

