
Managing supplier relationships 
in the e-world: 

the need for information

Jennifer Major & Trevor Payne
SAS UK

Copyright © 2000 , SAS Institute Inc. All rights reserved.



Important Trends in Purchasing

“The Future of Purchasing and Supply: A Five- and Ten- Year Forecast” 
NAPM, CAPS and A.T. Kearney

Relationship ManagementRelationship Management

Strategic Cost ManagementStrategic Cost Management

Supply Chain Partner Selection           Supply Chain Partner Selection           
and Contributionand Contribution
Tactical PurchasingTactical Purchasing

DemandDemand--Pull PurchasingPull Purchasing

Purchasing Strategy DevelopmentPurchasing Strategy Development

Strategic SourcingStrategic Sourcing

EE--CommerceCommerce
Performance MeasurementPerformance Measurement
Process UncouplingProcess Uncoupling
Global Supplier DevelopmentGlobal Supplier Development
ThirdThird--Party PurchasingParty Purchasing
Virtual Supply ChainVirtual Supply Chain
Source DevelopmentSource Development
Competitive Bidding/NegotiationsCompetitive Bidding/Negotiations
Strategic Supplier AlliancesStrategic Supplier Alliances

Negotiations Strategy Negotiations Strategy Complexity ManagementComplexity Management

Strategic Sourcing

Supplier Relationship Management

E-commerce



What is 
‘Supplier Relationship Management’

“The practises needed to establish the business 
rules, and the understanding needed for interacting 
with suppliers of products and services of varied 
criticality to the profitability of the enterprise”

Gartner Group – Supplier Relationship Management:E-procurement’s real value?



Supplier Relationship Management
Business processes

Sourcing
Ordering
Paying

Operational systems
Information systems



Impact of Procurement on Company 
Profitability

Profit £5 M

£50 M 
total

procurement
costs

+50%

-5%

Profit £7.5 M

£47.5 M

£45 M 
other
costs

£45 M

A 5% reduction in purchase cost can 
result in a 50% increase in profit 
margin.

To achieve the same increase in 
profit an organisation would have to 
increase sales by 30%, reduce 
overhead by up to 20%, or 
significantly reduce staff numbers.



If you operate at a Net Profit percentage of:
3% 4% 5%

To equal
Procurement
Impact of…

These additional sales are
required…

500 16,666 12,500 10,000

1,000 33,333 25,000 20,000

5,000 166,667 125,000 100,000

10,000 333,333 250,000 200,000

£25,000 833,333 625,000 £500,000

50,000 1,666,667 1,250,000 1,000,000

If your average customer purchases £1,000, you would need 
500 customers for a year to drive the same profits  you drive if

the purchasing function can save just £25,000

…or to put it another way…
Impact of SRM v CRM



Business Challenges
Mergers & acquisitions

Pressure to cut costs
Global economy

Your organisation
Supplier’s & customer’s organisations

New business channels
Internet
Outsourcing



Procurement is too often absorbed by 
the daily business...

Value adding
Identification, search and rating of 
suppliers and procurement markets
Negotiation of prices and conditions
Support of value analyses and cost 
reduction projects
Ensures total cost of ownership view 
(TCO)
Co-ordination of purchase pooling
Support of make or buy decisions
Definition of warehousing concept

Non value-adding
Order processing
Monitoring of delayed deliveries 
Problem escalation and resolution
Discussion and management of 
delivery, quantity and specification 
changes
Reporting and Analysis
...



“Clearly, we are no longer in the 
narrow business of purchasing ... 

we are now in the strategic business 
of supply management.”

Paul Novak
Executive Vice President NAPM - 1998

“Clearly, we are no longer in the Clearly, we are no longer in the 
narrow business of purchasing ... narrow business of purchasing ... 

we are now in the strategic business we are now in the strategic business 
of supply management.”of supply management.”

Paul Novak
Executive Vice President NAPM - 1998



Supplier Strategies
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Leverage Strategic

Non-Critical Bottleneck

Production Inventory  
Capital Equipment

Critical Technology 
•single source
•sole source

Indirect or MRO
Obsolete Spares
End of Cycle

Source:  Adapted from Grieco, 1995;  Krechevsky, 1996
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Supplier Strategies

1 5

1

5

LimitedAmple

Leverage Strategic

Non-Critical Bottleneck

Focus = Cost of Material  
Strategy = Price Leverage

Focus = Cost of  Performance
Strategy = Partner/Alliance

Focus = Cost of Acquisition
Strategy = Consolidation or 

E-Commerce

Focus = Cost of Operation
Strategy = Minimize Risk

Source:  Adapted from Grieco, 1995;  Krechevsky, 1996
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Supplier Strategies
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Leverage Strategic

Non-Critical Bottleneck

One Buyer

Many Buyers

Leverage Strategic

Non-Critical Bottleneck



The Information Challenge

What do I know about my suppliers?
Who are my top suppliers?
What are my most common commodities?
How can I leverage my spend?
• How much am I spending with a given supplier?
• How dependent are they on my business?
• Are any suppliers linked to a common family tree?

Which suppliers are at financial risk?



The Problem
Data issue

Data is not organised to give accurate, consistent 
and timely information
Aggregating information at an entity-/commodity-
level is difficult
Linking entities accurately to a family tree is near 
impossible

Technology issue
Operational systems are not built for effective 
decision making



ERP/MRP E-Commerce

Legacy Pcards

••ExtractExtract

••TransformTransform

••ConsolidateConsolidate

Repeatable Repeatable 
ProcessProcess

Solution for 
Supplier Relationship Management

ConsolidateConsolidate
Transaction DataTransaction Data



ERP/MRP E-Commerce

Legacy Pcards

Solution for 
Supplier Relationship Management

Data StandardizationData Standardization
& Enhancement& Enhancement

ConsolidateConsolidate
Transaction DataTransaction Data



“Unifying Legacy Mix”,  Computerworld magazine, April 1997 

Supplier Data Issue
Accuracy/consistency

“It had 113 separate entries for AT&T alone 
because different people would enter it as A.T.T or 
ATT or A T and T”
“It took 1,000 hours to weed through it. 
Using typical wages ... that 
one aspect of data quality cost the 
project about $100,000.”



Data Rationalisation

Intl’ Business Machines
PO Box 41
Portsmouth 
Hants PO6
Purchase $: 178,765.00

IBM
PO Box 41
Portsmouth 
Hampshire PO6 3AU
Purchase $: 237,785.00

I.B.M. Ltd
PO Box 41
Portsmouth 
Hampshire PO6 3AU
Purchase $: 209,140.00

D-U-N-S Nr. 49-122-9738
International  Business Machines Ltd
P O Box 41
Portsmouth 
Hampshire PO6 3AU
Purchase $: 625,690.00

Legacy Data Rationalised Data



Corporate “Family” Linkage

CCG Corp
Ultimate

10-000-0000

Glazetech Inc.
Subs idiary

14-000-0009
Ceramico Inc.

Branch
18-333-3336

Ceramico Inc.
Branch

14-444-4445

Glazeco Inc.
Subs idiary

18-000-0007

Ceramico Inc.
Subs idiary

18-000-0008

Clayco Inc.
Subs idiary

12-000-0005

Glazetech Inc.
Branch

17-777-7778

Glazetech Inc.
Branch

17-000-0001

D-U-N-S® Numbers 
“link” corporate 
companies, divisions, 
and branch locations.



Risk Information
Demographics
Geographic
Dependency Ratios
Historical Information
Updated regularly

Supplier Data Enrichment



ERP/MRP E-Commerce

Legacy Pcards

Solution for 
Supplier Relationship Management

Data StandardizationData Standardization
& Enhancement& Enhancement

ConsolidateConsolidate
Transaction DataTransaction Data

Procurement  KnowledgeProcurement  Knowledge



Intelligent DW Procurement Templates

Data Standardisation & Enhancement

Spend 
Analysis

Supplier Portfolio
Optimization

Supplier Ranking

Procurement Scoring 
and Assessment

Procurement Data Mart

An Information Strategy
for Supplier Relationship Management



Procurement Intelligence

An overview of  Procurement Warehouse 
architecture and implementation 

of Procurement Vision

Copyright © 2000 , SAS Institute Inc. All rights reserved.



IN TERN ET / IN TRAN ET

SAS SR M  Server

 W eb Server

TO M CA T v3.2.1 Servlet Container
Java Servlet v2.2+
JavaServer Pages v1.0+
Java 2 Runtim e Environm ent v1.3
SAS SRM  Procurem ent V is ion Solution
SAS ID  Porta l

W EB S erver

SAS SR M  W arehouse
Adm inistrator

Procurem ent
Pow er U ser

SAP/R3
Database

O racle
Database

O ther 3rd
party
data

SAS SRM  Solution data warehouse.

SA S SR M  Server

Various
Procurem ent
Database
System s

W indows or Unix  Server
which runs  the SAS
SRM  Solution Server
environm ent

Various
Procurem ent
Database
System s

End users

End users
End users

Pre-built and dynam ic reports
are part of the SAS SRM  S olution

Reporting

SAS®  Supplier Relationship  M anagem ent Solutions Data Architecture



SRM Process Overview
(Phase 1)

SAS Data 
Warehousing

D&B
Export File

D&B
Processing

D&B
Import Files

Creation of 
Reporting 

Data Structures

Metadata
Data transformation

Load Programs

SAP

Oracle

ARIBA

Others

Detail Data
Summary Data

Application Metadata
Formats

End-User
Reporting
& Analysis



SRM Process Overview
Initial Load

SAS Data 
Warehousing

D&B
Export File

D&B
Processing

D&B
Import Files

SAP

Oracle

ARIBA

Others

Creation of 
Reporting 

Data Structures

Detail Data
Summary Data

Application Metadata
Formats

Metadata
Data transformation

Load Programs
End-User
Reporting
& Analysis



Typical SRM data model
Dimensions/views
Who

Division
Cost centre

What
Account code
SIC code
Commodity

From whom
Supplier

How
System used (data source)

When
Monthly totals

Measures/attributes/facts
All views

Spend/# transactions
This year/last year

Whom
Turnover
Dependency ratio
Risk rating
Parent/sibling companies



SRM Process Overview
Data Enrichment

SAS Data 
Warehousing

D&B
Export File

D&B
Processing

D&B
Import Files

SAP

Oracle

ARIBA

Others

Creation of 
Reporting 

Data Structures

Detail Data
Summary Data

Application Metadata
Formats

Metadata
Data transformation

Load Programs
End-User
Reporting
& Analysis



D&B data rationalisation

De-duplication and validation of supplier records
Machine matching (77%)
Browse & review (10%)
Manual look-up (10%)
Investigation



SRM Process Overview
Metadata Genertion

SAS Data 
Warehousing

D&B
Export File

D&B
Processing

D&B
Import Files

SAP

Oracle

ARIBA

Others

Creation of 
Reporting 

Data Structures

Detail Data
Summary Data

Application Metadata
Formats

Metadata
Data transformation

Load Programs
End-User
Reporting
& Analysis



MetaManager: Defining Hierarchies



MetaManager: Adding Columns



SRM Process Overview
Incremental Load

D&B
Processing

D&B
Import File

D&B
Supplier Data

New
Suppliers

Creation of 
Reporting 

Data Structures

Existing
Suppliers

Metadata
Data transformation

Load Programs

Repeatable
Extensible
Maintainable

SAS Data 
Warehousing

SAP

Oracle

ARIBA

Others

Detail Data
Summary Data

Application Metadata
Formats

End-User
Reporting
& Analysis



Procurement Vision Main Screen 



Login Screen



Purchasing Markets



Options Manager



Revised Main Screen



Data Sorting



Drilldown on EE market



Drilldown on semi-conductors



Product Selection



Changed Dimension View



Data View Interigation



Further Data View Interigation



Supplier View 



Export Manager



HTML Output



Procurement Vision Help



Filter Builder



Filter Builder



Filter Results



Views Manager



What else are we buying from this supplier ?
We have 
to drill up 
from that

and select 
this



Results



The Complete Solution





Aventis CropScience

“Going through a merger, we 
committed to certain savings that we 
weren’t exactly sure we would achieve 
in the next three to five years. SAS 
helps us achieve those savings and 
gives us the tool to pull them forward 
and retain them.”

Burgess Perry, Purchasing Manager



Any Questions ???


