UNIT 3 21
Specifications, strategies and supplier evaluation

The good news is that the internet has revolutionised organisations’ ability to locate
and collect information on potential suppliers. Sources of information on certain
potential suppliers can be collated from previous internal recorded performance,
annual reports, catalogue library, publications, trade directories, exhibitions, other
buyers, sourcing agents, distributors, embassies, trade consultants, existing suppliers,
customers and colleagues.
There are multiple sources of market and supplier information available. However,
the reputation of a particular source must also be investigated and ascertained. The
key here is to triangulate, which means that the buyer needs to explore, compare
and contrast data from multiple sources before he or she can validate it.
The whole point of conducting market research is to understand the prevailing market
conditions and the ability of current or potential new suppliers to effectively deliver
the product or service. In this respect, supply market intelligence becomes one of
the most important and critical stepping stones for an effective sourcing strategy.
As one manager noted, “Supply market intelligence may be the only competitive
advantage of the future!”

Reading
Please read ‘The nature of sourcing decision’ on pages 198 – 205
from your textbook Procurement Principles and Management,
10th edn, England: Prentice-Hall, Pearson Education Limited by
Baily, P, Farmer, D, Crocker, B, Jessop, D and Jones, D (2008).

Activity 3.3
Give three examples of when the buyers may not have a clear picture
of the level of supply market risk.

Tools for supply market analysis
Collecting the data is just the first part of the research and analysis job. To effectively
represent and communicate the market conditions, the Procurement function may
employ a number of different data representation tools to portray and explain the
current situation and potential suppliers. We shall discuss three tools here: Porter’s
‘Five Forces’, SWOT analysis and Supplier Analysis.

