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Strategic sourcing in a nutshell

The global strategic sourcing BPO market
has seen significant growth in recent years, driven largely by
an increase in outsourcing of strategic sourcing by enterprises
that want to leverage service providers’ category expertise and
digital capabilities.
Recent Everest Group research explains that, while there are
significant benefits to outsourcing strategic sourcing,
enterprises need to understand the intricacies of the market
and the nuances of different service provider types to realize
the maximum benefit.
The strategic
sourcing balance

Strategic sourcing is a process of creating a viable
procurement ecosystem with the lowest total cost of
ownership, which is achieved through cutting costs,
streamlining processes, and improving risk and compliance
management. It is a fairly elaborate, dynamic, and continuous
process that requires significant people hours and expertise.
Effective strategic sourcing requires a strong balance between
robust strategic planning activities and contract negotiations
and supplier development. The process requires the use of a
well-balanced approach that includes both internal strategic
planning and external contract management and supplier
development. (See Figure 1)
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Figure 2

Strategic sourcing is a continuous process that involves: data
collection and spend analysis; market research; sourcing
strategy development; ongoing RFX [Request for Information
(RFI), Request for Proposal (RFP), Request for Quote (RFQ),
and Request for Bid (RFB)], negotiations, and contracting;
implementation; and data collection, performance tracking,
and continuous improvement. (See Figure 2)
The results are worth the effort, including:
Reduced procurement costs through proper planning,
better price negotiations, and optimal resource
utilization
Streamlined procurement operations by aligning
processes with industry benchmarks

Strategic sourcing continuous circle

Strategic sourcing is a continuous process improvement cycle, starting
with data collection and spend analysis
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Improved risk and compliance management through
rigorous demand and supply planning
Better relationships with existing and new vendors
due to investments in relationship management
Enhanced process visibility through continuous
performance tracking and reporting
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While it has significant advantages, it is not without its
challenges as well:
Lack of resources

• Strategic sourcing requires dedicated resources to
continuously track external and internal conditions
and make decisions
• Procurement functions are already short staffed
due to cost pressures; they cannot afford to free
resources for these activities
Lack of expertise
Enterprises do not have the necessary talent model to
implement strategic sourcing; they need state-of-theart, tech-enabled category managers
Lack of technology
Organizations have made significant investments into
legacy ERP systems that do not have the necessary
analytics and risk-management capabilities

The rise of outsourcing
As a result of the challenges of in-house strategic sourcing
management, enterprises are opting to outsource their
strategic sourcing functions to take advantage of service
providers’ category expertise and digital capabilities. But even
outsourcing isn’t a simple solution – the service provider
market is evolving very quickly, reshaping through acquisitions,
partnerships, and the emergence of new players.
Today, the procurement outsourcing landscape is dominated
by broad-based BPO providers with varying capabilities given
their different backgrounds. At the same time, there is an
emerging set of niche procurement consulting firms,
developing exclusively to serve this specific need.
Broad-based service providers
For the broad-based players, strategic sourcing is obviously
one of many services they provide across multiple segments,
both horizontal and vertical. None of these providers has
extensive focus in this area, but their offerings span the
procurement value chain, and they offer P2P services as well
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as strategic sourcing. These firms are seeking to strengthen
their strategic sourcing capabilities through both organic and
inorganic investments.
The majority of the broad-based players do not have any
particular industry or geography focus. (See Figure 3)

Figure 3

Key global BPO players

Niche procurement consulting firms
Strong demand for sourcing capabilities has led to a rise in
niche procurement consulting firms that have built different
sets of capabilities to focus on specific segments of the
market. Many of these firms focus on particular geographies –
where they generally deliver onshore support – though some
are global in scope and generally serve global clients. (See
Figure 4)
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In the past year, the global strategic sourcing BPO market grew
at a compound annual growth rate of about 15% on the back
of an evolving service provider market and increased demand
from enterprises seeking alternatives to in-house
management of this complex process. We anticipate the
market will continue to grow and change as more providers
enter the market and enterprises gain experience in working
with them.
As enterprises adopt outsourcing for their strategic sourcing
programs, they will need to carefully consider their specific
needs, understand the market complexities, and evaluate the
different service provider options to reap the full advantages
of making this significant change.
For more details on this topic, including a comparative
capability assessment of all service providers mentioned in
this paper and detailed profiles of each provider, see the full
report Understanding Strategic Sourcing and its David and
Goliath Landscape.

Additional Resources

• Procurement Outsourcing (PO) Annual Report 2018: Driving
Strategic Value from Procurement
• Supply Chain Management (SCM) BPO – Annual Report
2018: Moving Toward a Digital Supply Chain Ecosystem
• The Growing Importance of Supplier Management for
Perfect Harmony of Yin (Buyer) and Yang (Supplier)
• The Future of Procurement in the Digital Age
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