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Contract Manage
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Key Points

> Savings are difficult
because spend
categories are now
mature.

> Sourcing
departments need
to be transformed.

> An integrated
approach to SCM
sees contract
managers based in
the business units.

Denis Henry MCIPS is

managing director of

Grosvenor Management
Consulting (www.gros-
venor.com.au), where he
specialises in strategic
sourcing, benchmark and
performance manage-
ment protocols.

http://ppdigital.pponline.com.au/global/print.asp?path=/djvu/Business%?...

Towards sourcing excellence

Many sourcing departments are finding most of their spend categories are now mature and behaving
predictably. Savings have been extracted through application of spending consolidation and
discipline. So, Denis Henry ponders, how does a mature department remain relevant to their organisa-
tion once the emphasis shifts to continuous improvement of service quality and risk reduction?

ressure continues to build on all corporate
P support functions to drive value and deliver cost
savings. Sourcing departments are being asked
to demonstrate their value-add in an environment
where the initial benefits of supplier rationalisation and
unit price reductions have largely been exhausted.
The resources which are currently devoted mainly
to price and ongeing contract acquisition have been
precluded from taking the strategic approach to
supplier and stakeholder relationship management
necessary to permit collaboration.
A typical experience for purchasers is the increasing
sense of disappointment with the gap between the
envisaged and actual performance of their services

contracts. Overcoming this gap is possible, but it requires
relationship leadership from the client. Achieving
success in this endeavour gives both the purchaser and
provider organisations strong and defensible reasons for
extending their relationship without spending time and
money on expensive retendering.

As organisations act on this possibility and the work-
load of repetitive contract acquisitions falls, re-allocating
resources to contract management becomes possible.
The challenge then becomes structuring your depart-
ment to deliver effectively both its continued sourcing
obligations and the new contract management mandate.

Where sourcing departments have had management
responsibility for centrally held contracts, too often
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