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Best in class companies exercise a rigorous approach to
managing supplier relationships
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Supplier segmentation is fundamental in defining the supplier
management strategy

Supplier segmentation framework
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« Alignment of strategies with supplier
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Supplier segmentation implies the set of tools to be deployed to
ensure supplier’s efficiency

Supplier development tools per segment
Supplier’s efficiency
Unsatisfactory Sufficient Good Excellent

Strategic

* Supplier scoring — for
every supplier, actions
vary by supplier type

* Feedback, risk
management, incentive
management — applies to
all suppliers

» Support in efficiency
improvement — only to
strategic and sometimes
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Best in class procurement leaders drive supplier innovation to

an entirely new level
Supplier innovation

Bringing in CLIENT’s understanding
of values for customer...

» Understanding the customer needs and
identified (latent) main parameters of value

* Guiding supplier to focus innovation on meeting
unsatisfied needs

Categorization of needs
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Source: AEP 2012, A.T. Kearney

Illustrative

... with suppliers R&D capabilities and through
understanding of the products to identify the
future technologies

* Tapping into large R&D pools at suppliers
 Leveraging supplier’s knowledge of product design

Prediction of future technologies (example chipset)
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