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Welcome to this book
 
 
We tend to see management as a continuous quest towards better 
practices and improved performance. In this book, we take the 
alternative view that management must continuously adapt to its 
environment. 

Excelling at purchasing is very different in a vertically integrated 
company, in a company that steers a global supply chain or in a 
company within a fast-changing ecosystem.  

Looking at the history of the purchasing profession, we believe that 

has emerged. This new generation is capable of simultaneously using 
pace and power, speed and synergies.

In this book, we describe how the business environment has changed 
and how purchasing is evolving. We share a vision consisting of 
six work modes that need to be mastered if one is to be among the 
purchasing leaders. We provide a wealth of interviews and tools that 

on its implementation. 

Enjoy the read!  

Hervé Legenvre
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Our Call To Action
 
This book is an important landmark in the history of EIPM. It is 

100 interviews conducted with purchasing leaders. It combines 
outstanding practices from the winners of the EIPM-Peter Kraljic 
award with lessons from projects undertaken by professionals 
from all over the world who have participated in our education 
programmes. It builds on more than 15 workshops and roundtables 
in which leading practices were presented and discussed. 

At EIPM, we invest in research. We believe that it is essential to be 
systematic and rigorous in the collection and analysis of what works 
for purchasing. We strive to look at what the profession does best 
from different angles. 

We trust that this vision can inspire people to do things differently. 

Fifth-generation purchasing is our call to action in an open world.

Bernard Gracia
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First-Generation Purchasing 
Before 1870
Before 1870, entrepreneurs conducted economic 
activities, some by establishing large factories. Even 
though some products could be sold across different 
countries, the entrepreneurs’ activities were largely 

companies were among the few corporations operating 
across geographies. 

For instance, Wedgwood potteries and porcelains could 
be found on the tables and in the homes of many rich 
people around the world, but the company’s design and 
production were carried out in Staffordshire, England. 
At that time, it was often the company’s owner who 
sold and bought products and raw materials on the 
local, national and international markets. On some 
occasions, the owner would delegate this activity to a 
trader or a merchant, but for most companies, sales 
and purchasing were performed together. There were 
no dedicated teams in charge of purchasing.

Second-Generation Purchasing 
1870 to 1914
Transportation and logistics infrastructure improved 
over the years, and, around 1880, some large 
corporations started to emerge in Europe and in the 
United States. Among these were railroad companies, 
and chemical and steel producers, which were able 
to operate on a large scale thanks to developments 
in engineering and energy. Until the beginning of 

the First World War, global trade was not restricted, 
growing up to 30% of the global gross domestic 

globalisation. 

As companies grew and became exposed to large, 
powerful suppliers, purchasing emerged as a 
critical business function. The Philadelphia Railroad 
established purchasing as a department in 1886. 
In some companies, purchasing managers quickly 

written on purchasing was released in 1887 by 
Marshall Monroe Kirkman, who was a comptroller 
for the Chicago and Northwestern Railroad. His book, 
entitled The handling of railway supplies – their 
purchase and disposition, elucidates the reasons why 
purchasing was becoming an important function 
at the time. As suppliers started to use salespeople, 
railroad companies had to develop the purchasing 

art possessed only by merchants, and in order to 
purchase cheaply, this art must meet its counterpart in 
the instinct to buy cheaply” (Kirkman, 1887). 

The purchasing department also supported product 

purchased would deliver the best possible value to 
the business. In Kirkman’s (1887) view, “A shrewd 
purchasing agent will constantly supplement his 
knowledge of affairs by intercourse with those who  
have practical knowledge of the use of the wares 
he buys. He will be, moreover, constant in testing 
what he buys; in subjecting it to the most careful 
comparisons; in discovering in every intelligent and 
practical way its utility, durability and relative value”. 

The focus of the newly formed department was 

champions: “To be able to buy its supplies at the 
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company, and a capable purchasing agent, it is 
probable, can save his employer a greater sum 
through the exercise of experience and intelligence, 

during the second generation of purchasing that 

became the core functions of purchasing.

Third-Generation Purchasing 
1914 to 1980
With the First World War, many countries started to 
establish trade barriers in order to protect their nascent 
industries and avoid dependence on foreign economies. 
Even though industrial activities were undergoing rapid 
development, economies remained fragile and faced a 
deep crisis in the 1920s and 1930s. 

In each country, national champions emerged in 
different industries. Many of these companies were 

on a robust network of suppliers. Vertical integration 
helped to limit the risks of depending on fragile external 
sources of supply. Vertical integration also facilitated 
the rationalisation of companies’ rapidly growing 

principles of management. A well-known case of 
vertical integration was in the production of the Ford 
Model T. Henry Ford wanted to bring everything under 
one large roof so that he could control supply and 

even owned a rubber plantation and mines to secure 
the supply of rubber, coal and iron. 

Because of this vertical integration, purchasing lost 

obtain, and their purchase was generally managed at 
the top of the company. The purchasing management 
function was therefore relegated to clerical and 
operational activities. 

Over the years, companies further rationalised 
their activities. Raw material production was often 
outsourced to specialists. After the Second World War, 
global trade started to grow again. With the economic 
turmoil of the 1970s, the pace of growth slowed for 
many Western economies, leading to trade liberalisation 
and greater international competition.

Fourth-Generation Purchasing 
1980 to 2008
The introduction of container shipping   ignited a 
revolution in logistics, while information technology 
(IT) took its performance to the next level, feeding 
international competition. During the 1980s, the 
growing market share of Japanese products around 

attention to quality issues. In fact, operational 
performance measured by the triptych quality, cost, 
and delivery (QCD) became central to every company. 

As companies started to expand their activities across 
different countries, they started to focus more on 
their core business and outsource the majority of 
their non-core activities. For instance, Renault, the car 
manufacturer, abandoned the bicycle, agriculture and 
truck markets to focus on automotive products, and 
began to rely increasingly on suppliers for automotive 





How Do We Combine 
PACE and POWER?
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The framework is made up of six work modes:

Work mode Ambition

Tactical
Here, the ambition is to ensure that prices and transaction costs are kept to a 

from business advantages. Shared service centres, outsourcing, automation 
platforms and digital solutions are classic ways of achieving such a goal.

Consolidation
Here, the ambition is to achieve cost optimisation, while enhancing the value 
offered across the business. The challenge is to respond to diverse needs across 
the demand side with a single solution.

Collaboration & 
Alliances

Here, the ambition is to create business opportunities out of long-term 
relationships with strategic partners. This requires the orchestration of close 
alignment and joint projects across companies.

Agile Advisor
Here, the ambition is to respond to diverse and rapidly evolving business 
expectations. This requires organisations to establish strong relationships 
with stakeholders and to strike the right balance between anticipation and 
acceleration.

Competence Centre
Here, the ambition is to advise the business on opportunities coming from the 
supply side. This requires knowledge and access to rapidly changing markets.

Exploration
Here, the ambition is to contribute to teams in charge of innovative, exploratory 
projects. This requires organisations to assemble innovative solutions from 
external partners in order to seize new business opportunities.

The next pages provide an overview of the six work modes followed by in-depth descriptions.
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1. Tactical Buying

Motto is: Simplify!
This is the foundation of an ambitious user 
experience through outsourcing, automation and innovative platforms.

On the business side, you need to:
• Create a simple and user-friendly 
experience. 

• Lead the implementation of change. 

• Monitor the outcomes. 

On the supplier side, you need to:
• Take advantage of new technologies and 
new business models. 

• Act as the architect for solutions. 

• Swiftly integrate suppliers into your 
processes.
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MODE 6: EXPLORATION
Here, the ambition is to contribute to teams in charge of 

innovative, exploratory projects. This requires organisations 
to assemble innovative solutions from external partners in 

order to seize new business opportunities. 
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Exploration

 
Here, the ambition is to support teams in charge of innovative or exploratory projects. This requires assembling 
innovative solutions from external partners in order to seize new business opportunities. 

In this work mode, most initiatives will be developed on an ad hoc basis. Indeed, some exploratory projects are 
very short, while others may last for years. Some projects need dedicated resources, while others may be pursued 
in parallel with other activities. In any case, such projects require an entrepreneurial spirit and an ability to view 
risk in a positive light. 

In this section, Jean-Philippe Collin explains that we need to be able to innovate not only within but also beyond 
exploratory means in practice. In another 

interview, Detlef Schultz shares his vision of procurement, describing an information powerhouse that excels at 
innovation and acts as an external talent manager. 

We conclude this section by describing four different ways to structure innovation activities within purchasing.



119

Motto is: Fail fast! Learn 
fast!
As a purchaser, you need to 

respond to emerging challenges.

On the business side, you need to:
• Understand the business agenda.

• Join innovation teams.

• 

• Look at opportunities and risks with a 
business mindset.

On the supplier side, you need to:
• Build a vision of tomorrow’s needs.

• Work closely with suppliers to test their 
solutions.

• Scale up the most promising solutions.
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Interview with Detlef Schultz
What might be the ultimate ambition of a CPO 
today? 

Let’s assume you did a brilliant job of digitalising 
on the tactical side. Let’s assume you are the master 
of using robots and 
assume you have a full suite of e-tools and associated 
processes fully under control. Then you can start 
asking yourself: What is my role now as many things 
are done automatically? Many people will say you 
need to manage the personal relationships! Ok! 
Agreed! We need the personal relationships with the 
supplier. But, why would we need a procurement 
person to manage these relationships? Why can’t the 
relationship be managed by the functional partner, 
by an expert or by representatives from a division? 
So, why do we need procurement? I believe the only 
reason you need procurement tomorrow is because 
procurement has a unique position and opportunity 
where internal and external information come 
together. As such, procurement can become an 
information powerhouse in the company. If you don’t 
have a similar vision for your organisation, then I 
question the reason for your organisation’s existence. 
There is no value if you can be replaced by a machine 
sooner or later. So, there must be something you 

In my opin-ion, there can only be business insights 
and business foresights, which help create competitive 
advantages. If you can get on that level, you are 
a respected and sought-after business partner in 
the company. You sit with Executives to discuss the 
budget and innovation. Why? Because you can gather 
information that others are not able to get as fast as 
you do. And with better use of 

you can create insight – and impactful briefs which 
empower Executives to make better decisions. I am 
a passionate procurement person because there is 
an enormous role to play for us in the future. When 
I started my career, procurement was nothing from 
a status point of view. And that changed. And it will 
change even more as we get better at providing 
business insights. 

If we combine the data we can access throughout the 
whole company with future trends, market informa-
tion, intelligence on sustainability and innovation, 
then we can build amazing information powerhouses. 

How can we help the business build its vision of the 
future and leverage innovative suppliers? 

Here, we need to start from the foundations. We need 

right innovation. And this starts with the segmentation 
of your suppliers. I see many people who make the 

of suppliers that combine 80% of spend. This might 
have some value, but by doing this, you neglect all the 
companies that might come with disruptive ideas; you 
neglect start-up companies who can bring innovation 

don’t even talk to them or know where they are. 
But, suddenly a competitor gets in touch with them, 
and here I lose my entire leverage because others 
are faster than me in working with them. There is 

of things. First, you need to treat those innovation 
drivers differently from your “standard” suppliers. 
If you want to work with start-ups, innovative agile 
companies, you need to treat them differently. To be 
honest, if you start with a non-disclosure agreement 
and then send them a 180-page contract, those guys 
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don’t even have a layer some time. This is all new to 
them. The more failures I had in this area, not only in 
identifying but also in treating this totally different 
type of suppliers, the more I came to the conclusion 
that you need to do this completely separately. Maybe 
you have a category which you call innovation. Maybe 
you have a team that does nothing but work with 
these small upcoming innovative suppliers. Maybe 
they use a totally different set of processes and tools. 
In Vodafone, the Procurement company has started 
a joint venture with the Luxembourg government to 
host start-up companies and act as an accelerator. 
This is one process among others. In general, in 
procurement, we need to admit that we have been 
weak on the innovation side. 

How do you help build the company of the future? 

Many traditional procurement categories that deal 
for instance with software or hardware used to have 

and intermingling. Software and hardware become 
transformation 

of how we work. Companies in the future will be built 
around core teams. They will have satellite teams 

that will help you buy whatever you need, whenever 
you need it. This will change everything. It will fully 
reshape how we deliver a business vision. This will 
require new forms of collaboration and require 
procurement to radically change its ways of working. 
In this context, scale will not always impact on price. If 
someone develops something new for you, they don’t 
care about scale. They don’t care that you are a big 
company. It will become more a give and take process. 

with them because we can develop joint marketing 
strategies and joint commercialisation strategies. 

This will require totally new skills in procurement. 
And, by the way, all this is in line with the wish of the 
young people who don’t want to work for a company 
for 25 years. They want the true work–life balance; 
they are independents; they work different projects 
with different companies. So, this brings me to 
something important – the role of human resources 
management and procurement will merge. We will 

team, 
but also for the ones in these satellites. Procurement 
will become a recruiter. It will need to make sure that 
the company is attractive to people working outside 
of the company. We will play a key role in helping to 

the collaboration with them. The CPO will therefore 
become an orchestrator of external talent. They will 

it attractive?
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Interview with Jean-Philippe 
Collin

Can all innovations be addressed within an existing 
category in an organisation? 

We need both innovations at the same time: some 
innovation emerges within existing organisation 
frames and some innovation comes from a broader 
perspective. There are different types of innovation. 
Many innovations are embedded within a category. 
When we help the HR team use social media 
professional solutions for recruiting, this takes place 
within an existing category. Another innovation we 

edging techniques and co-generation projects. This 
can easily take place within the existing organisation. 
There is a lot of advantage of performing such 
innovation, as it does not require you to extract 
yourself from the existing organisation framework. 
This requires developing a culture where people are 
encouraged to explore what innovative practices could 
be adopted within categories. Most innovations will 
come from this. Technology innovation can come from 
unexpected sources, but business model innovation 
can often be fostered within a given category. You 
don’t need to go the moon. You can simply encourage 
it category by category. This is important as you can to 
tell everyone that they can contribute to innovation. 
This is key to avoid creating a divide between the ones 
who innovate and the ones who don’t. There is a lot of 

So, what should you do when you need to look 
beyond the existing organisational framework? 

Sometimes, you must solve problems that go beyond 
existing categories. Here, what I have been preaching 

innovation. If you have 800 people, this means 
that you can have 40 people who work on issues, 

category. You dedicate them to initiatives where they 
can explore opportunities well beyond traditional 
boundaries. Let me share a few examples. If you take 
digital media, you need to combine a CRM, a Media 
and an IS perspective. If you look at a co-generation, 
you need to look beyond the energy category and 
consider waste management and the sourcing of 
energy production equipment. For clinical trials, 

monitoring (pharmacovigilance) throughout the full 
life-cycle of a drug. Having one person in charge of 
such initiatives is important as they can adopt cross-
category perspectives and sometime this allows you 

for the business. It further pushes the business 
consciousness of purchasing and moves it beyond the 
traditional category management scheme, which may 
sometimes be seen as academic and rigid. 

Can you describe what these people do in practice? 

There are three stages they can contribute to: 
building a vision, developing a mid-term plan and 
executing a plan. Let me take the case of biological 

be biological products, which means less chemical 
or bio-chemical products. But we realised that this 
was going to require processes very different from 
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needed to answer included: Should we build our 
own factories? Should we acquire factories? Should 
we outsource this? I decided to assign one person to 
an initiative that would look across different issues, 
including clinical trials, manufacturing and packaging 
for biological products. The person was not the 
biological products buyer, but this person was our 
interface with the business for biological products. 
This person was able to understand the full picture 
and to synchronise all activities within procurement. 
He was helping the business to develop its strategic 
vision. He was bringing business intelligence, market 
intelligence and advice. He introduced new partners 
capable of building factories in Asia for us. He was 
challenging the business and advocating external 
options to optimise the return on capital employed. 
In the planning phase, he coordinated a diversity of 
procurement and external resources. 

And for the execution stage? 

Here, I can take another example which is about 
managing relationships with start-ups or innovation 
units within big companies. Innovation can require 
rapidly onboarding a start-up. Most buyers are not used 
to working with start-ups. They are used to established 
companies. How can procurement avoid operating with 
the classic fully compliant but slow process? Here, we 
had a person fully focusing on the execution aspects of 
this, making sure that procurement was able to move 
at the right pace while guaranteeing the right level 
of compliance. When we started to work with a six-
person company capable of performing sophisticated 
Internet searches supporting drug monitoring 
(pharmacovigilance) activities, we made a rapid go 
no-go analysis in line with the pace of the business. 
And this is not just about start-ups; when we started to 
work with major players in AI-based decision-making 
platforms, we had a rather similar process. 

Did you have to look for solutions coming from 
unfamiliar industries? 

Innovation does not always come from start-

solutions for pen injectors for diabetes drugs, we 
investigated opportunities in the automotive industry. 
We looked well beyond the existing sourcing base 
for a set of technical capabilities that matched our 
requirements. We had meetings with an automotive 
equipment manufacturer and a major player in 
the contract electronic manufacturing sector. We 
started by organising workshops that helped bridge 
the distance between the teams on both sides. When 
they saw our existing product, they quickly realised 
that opportunities existed, and they went ahead. 
R&D teams were surprised and cautious, but rapidly 
discussions focused on the right questions and we 
made progress all together. Now, this company is 
developing solutions for different companies in the 
health sector. 

Can you provide other examples where you really 
changed perspectives to make innovation happen? 

Yes, when I was working in the automotive industry, 
we started to discuss with a major tyre manufacturer 
about low-friction tyres. Everyone from their side 
and our side was starting to discuss exclusivity, which 
was not going to help such an innovation to become 
a standard and reach its full potential. So, because of 
my experience in the consumer electronics industry, I 
suggested we should look at it from a different angle. 

reward when they were selling the solution to other 
clients. Sometimes innovation requires you to look at 
a situation from a different angle, which often leads to 
some interesting business model innovations. 
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Innovation is not only about technology; business 
and process innovation may play a far bigger role in 
setting up the right value chain. Purchasing needs 
to lead the band and coordinate other functions and 
stakeholders who might be risk adverse. 

Maybe we could end with more generic views, 
including harnessing collective intelligence, active 
sharing of knowledge, developing proof of concept, 
taking ownership. 

We also need to remember that innovation does not 
grow by chance; it requires appropriate governance, 

while maintaining an appropriate balance with the 
day-to-day business: a balancing act in terms of people 
and business management!



125



126

Four Ways of Structuring 
Innovation Activities in 
Purchasing
 

 
The impact of innovation on purchasing structures in organisations is a topic of increasing discussion. Certainly, 
it is essential to dedicate resources to innovation. But, this can be done through different means. The following 
four paragraphs describe some of the most common set-ups encountered.

1. Embedded in existing teams
Here, innovation is part of the value proposition of any purchasing team inside the company, either as a 
category team, a BU purchasing team or another set-up. This way, every team can and should contribute to 
innovation. Such teams must have the freedom to explore new ways of doing things. They need some autonomy. 
They should be able to adopt the right practices that match the situation. Some people might be more inclined 
to do this than others, but in the end, it is a part of the team’s contribution to the business performance. Ideally, 
you would expect this set-up in any purchasing organisation.
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2. Distributed
A distributed set-up means that you can ask people from across the whole company to take time out of their 
daily jobs to help you on a project, for a few hours, a few days or maybe even longer. This can be key, as they 
may have unique expertise to help you solve a problem. For instance, if you are dealing with a supplier that 
uses technologies or business models that are unfamiliar to you, you should be able to obtain help from the 
people across the organisation who have the necessary experience. This can be accomplished informally to 

Some companies have made such arrangements more formal, using knowledge management tools such as Peer 
Assist. This set-up works best in fast-changing or knowledge-intensive industries. However, every purchasing 
organisation should aspire to achieve this type of networking to some degree.

3. Separate teams
Innovation teams have begun to emerge in purchasing. Here, we are not talking about people in central 
positions who are in charge of helping teams with innovation-related projects. A separate team in this case 

innovation requirement. This could be a team handling the 
relationships with companies from outside of the industry or the relationships with start-ups. Separate teams 
can be established on an ad hoc basis because unfamiliar suppliers need to be approached differently from 
traditional suppliers. In a way, such teams help to protect the supplier from the classic process if it might hinder 
the establishment of a good relationship. Separate teams are not needed in all purchasing organisations. But 
where they exist, they can really help with doing things differently.

4. Temporary initiatives
A temporary initiative is best described by a person who is given a special project for 4 to 18 months. Often, 
innovation does not follow the classic segmentation that has been established. Innovation can be about creating 
new linkages across categories. Industry 4.0 combines production equipment, software and services, for instance. 
Here, one person is appointed to be in charge of such a project. This person acts as a single point of contact for the 
business and the lead on the relationship with innovative suppliers. He or she supports company decision-making 
in any way relevant – from make vs. buy analyses to operational activities. Later, these activities can sometimes be 

team. As you evolve in an innovative industry, you need to establish 
such temporary initiatives when relevant. It may be necessary to remove some people from a classic job and 
assign them to a temporary project. While this will require taking some of your talent out of their existing job, 
from a career evolution point of view, it is a great way to offer people a new, interesting assignment.
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How the four set-ups can help your decision-making
Figure 7 can help you to match the four set-ups with some common situations. Note, that this represents a guide 
for decision-making, not a normative model.

Figure 7: The four 
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Lessons
So, in the end, what can you learn from this about structuring innovation activities in purchasing? 

Lesson one
that people have both the autonomy and the required support to make it happen. 

Lesson two: Innovation requires making tough choices. Regularly, you may need to take some of your best 
or most promising people out of their jobs to dedicate them to innovation initiatives. You need to have a 

innovation. 

Lesson three: Your classic organisation cannot handle everything. It needs to continuously evolve, and you 
teams that can match the business innovation 

imperatives as they appear. 

Lesson four: Suppliers who are very different from established ones need to be treated with care. They might 
need special teams to help them deliver the best value. 

: Build on internal initiatives on innovation. This can be useful for accessing resources, dedicated 
funds and facilitation capabilities, for instance. In addition, make sure that you keep some slack resources in 
purchasing so that you can anticipate and react to changes.





A DYNAMIC PERSPECTIVE
This section discusses how the different modes can interact 

and complement each other over time. It is all about 
understanding when and how you need to change mode. 
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