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CPO PERSPECTIVE: STRATEGIC BUSINESS PARTNERSHIPS

The CPO Voice on Internal Strategic Business Partnerships

What value do 15 Fortune 200 Chief Procurement Officers find in partnering effectively with interal clients and
stakeholders?

“This is the biggest thing that | have done — the relationships you develop are critically important. It's
beyond politics.” — Ron Lewis, vice president, supply chain, Coca-Cola Enterprises

“We think that this is the core of our success.” — Gregg Brandyberry, vice president of procurement, global systems
and operations, GlaxoSmithKline

“If we don’t have effective internal relationships at multiple levels, we will not be successful.
I don’t think anything is more important.” — Lisa Martin, senior vice president, worldwide procurement, Pfizer Inc.

“Huge. Top three in terms of things | intend to manage. The other two are P&L and, impact and continuity
- or impact of supply base on whether Delta is serving its customers. This is third — it empowers the other
two.” — Shawn Anderson, former vice president of supply chain and Delta Connection, Delta Air Lines

Introduction

In 2008 Exemplary Performance conducted in-depth interviews with 15 leading CPOs to better understand how they
develop and maintain internal client partnerships that elevate supply management to a strategic business partner.
These supply management leaders also described in detail the importance of these relationships for them personally,
for their teams, and for the entire organization. In this paper, we present our interview findings and maintain the CPO
voice with extensive use of quotations. We extend our thanks to the participants, and the full list appears at the close
of the paper.

This paper consists of the following sections:

e Overview

o |dentified Benefits of Strong Internal Partnerships

o Indicators of Effective Internal Client Partnerships

e The CPO Approach to Strategic Business Partnerships

e Establishing and Maintaining Strategic Business Partnerships

e Key Aspects to Incorporate

o Organizational Enablers of Strategic Business Partnerships

¢ Building and Supporting Their Team to Develop Strategic Business Partnerships

e Conclusion

Exemplary

Performance o 2009 Exemplary Performance | CPO Perspective: Strategic Business Partnerships | 8.1.09 2



CPO PERSPECTIVE: STRATEGIC BUSINESS PARTNERSHIPS

Overview

Over the years, supply management has been transforming from a function primarily focused on transactional and
tactical activities to one that is more strategic. That said, most companies still do not have supply management at
the most senior management levels even though 50-75 percent of company revenue is spent for purchased goods
and services.

The continuing opportunity for supply management to transform the function and consequently reach its full potential
is reinforced in research, as is the benefit of aligning purchasing strategy with business strategy, and working more
effectively with internal clients.

Unlike the well-documented area of supplier relationship management (SRM), supply managers still do not typically
recognize the importance of strategic business partnerships with internal clients nor do they have a clearly defined
process for developing and managing on-going strategic business partnerships with internal clients. These managers
also do not know how to work with their internal partners to deliver maximum value to the enterprise.

The literature and research tend to treat creating and managing strategic business partnerships either as a logical
outcome of a well-managed strategic sourcing process or as an unmanaged political phenomenon. (Lonsdale and
Watson, University of Birmingham) The top-performing CPOs in our study believe it is not an outcome, rather it is an
enabler — g practice that can and must be deliberately managed at the individual level, and when the organization is
ready, at the process and organizational levels.

Craig Reed, senior vice president, supply chain management, Eaton Corporation, describes a critical shift in how supply
management approaches internal client relationships. "Many times the supply chain function at all levels in the
company is seen as a cost center or overhead. As a result it is, ‘Do this for me. I'm your customer.' Yet the value of
the role in the company isn't maximized when viewed this way. The organization has to be seen as a business
partner. The company should be leveraging the partner to work for mutual benefit. You should be using the
organization for the benefit of the company and | should be expected to bring more to the table. In that role my
approach should be, 'Let's think strategically about how to approach situations and how we can solve key issues or
problems together.™
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CPO PERSPECTIVE: STRATEGIC BUSINESS PARTNERSHIPS

Identified Benefits of Strong Internal Client Partnerships

Figure 1 shows the benefits of strategic internal client partnerships, according to our CPOs. Optimized Business
Results was the largest benefit, expressed both in the number of mentions and the number of CPOs who cited the
benefit. Many interviewees rejected the notion that the supply management benefits are separate from organizational
benefits.

Figure 1: Benefits
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Brent E. Edmisten, Director of Strategic Sourcing & ISC Strategies of Cessna Aircraft Company described the win-win

nature of partnering effectively with internal clients. “Today we are working together more as an integrated team. We
e sharng st pons, goats on biectves N
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