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ABSTRACT
This study is primarily concerned with sourcing and its significance in industrial buying. The study however, was carried out to know the significance/importance of sourcing and the effect it has in Dangote flour mill Nigeria Limited. In order to achieve this object, research question were raised and related literature were received to enable the researcher have an idea of the importance of sourcing in industrial buying. For better understanding the work is being divided into five chapters. The first chapter will include the background of the study which is the introduction, statement of problem, significance of the study, scope of the study, limitation and constraints of the study, historical background, and definition of terms. Chapter two of the research provides an overview of literature review, conceptual framework, theoretical review, empirical formulation of hypothesis. Chapter three of this research work will be focused0 on the research methodology, which will introduce the reader of the method used in the research, research design, data collection methods, data presentation and analysis techniques, result findings analysis, validity and reliability analysis, inferential statistical analysis, sampling procedures employed, definition of population, sample unit, sample frame, sample size and distributions sample selection. Chapter four of the research will be concerned with data presentation and analysis, hypothesis testing. Finally, chapter five will make summary of findings, conclusion and recommendations.
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INTRODUCTION
1.1 BACKGROUND TO THE STUDY
Good supplier can be referred to as tangible asset to manufacturers.  It would not be possible to operate without supplier; this can be viewed for the aspect of division of labour or batch production process whereby the successful completion of one process depends on another.  Therefore, if supplier fails to deliver materials, especially raw materials at the right time, the operation is bound to paralyze.
Sourcing by definition is a management effort which is aimed at the location or selection of effective and efficient supplier who are willing to respond to the needs of a manufacturing concern in the area of reliance supply of its raw materials, components and parts, quality assurance with reasonable price.
Selecting suitable supplier is one of the purchasing manager’s functions or responsibilities.  The selection of buying source must be critically examined by the purchasing manager.  The buyer must find the supplier who will furnish him with the optimum combination of good suppliers’ factors.
Sourcing involves much more than picking a suppliers for each other in isolation.  It involves continuing relationship both with preferred sources which are actually buying goods and services and with the potential sources which may have been passed over for the present but are still in existence.  There is no way a purchasing function could be carried out without paying special attention to the source of suppliers within and outside the environment with effective evaluation of such supplier.
The range and necessity of product and services that are being sourced today has made the company’s procurement organization an increasingly important function.  The complicities of managing sourcing option is greater than ever, making the procurement function critical for overcoming an increasingly global, complex and uncertain sourcing environment.  The objectives of minimizing procurement cost associated with the acquisition of products and services, including transaction cost have received well deserved treatment in the academic literature. The procurement of external resources is an important tenet of both the strategic and tactical management of buyer-supplier relationship of any company.
One the problems facing most manufacturing organization in Nigeria are how to source for the right supplier and the rating of their performance.  The careful planning of the buyer and production planning can be jeopardize by a poor sourcing or sources selection.  It is already on record that without knowing the source for the right industrial buying.  The end product cannot be of good and right quality because the inputs which are the raw material may not be up to standard required for their production.
It is also on record that many organizations have to reduce production or close down entirely due to lack of source of supply of their raw materials (input) that will be processed to form the output or the ultimate product that will be offered for sale.
However, it reflects that the extent to which buyers search for supplier have received considerable attention in this days of economic depression.  Every organization has to find ways of getting adequate sources of materials for their operation.
1.2	STATEMENT OF THE PROBLEMS
This study or research work is aimed at finding out the number of problems facing purchasing officers during the process of “SOURCING FOR THE RIGHT INDUSTRIAL SUPPLIER”.  There are certain problems which usually faces the buyer which ranges from determination of where to source either internal or external (i.e. local or international market), to determine who is the best supplier and what system to be used in approving and rating them.
Another problem usually encountered while sourcing for suppliers include the situation where the (buyer) purchasing officer find himself in the monopoly market where there only one seller who has all the power to exploit purchaser because there is no competition between seller.
According to the experience of some multinational enterprises, they have to face problems like transportation, technological and capacity weakness in production and lack of management system.
1.3	OBJECTIVES OF THE STUDY
Firstly, the research work is carried out in partial fulfillment of the requirement for the award of Higher National Diploma (HND), in Purchasing and Supply; powered by department of purchasing and supply Institute of Finance and Management Studies (IFMS) Kwara State Polytechnic, Ilorin, Kwara State.
This area of project work has also attracted researchers because of the role it plays in any business.  In view of the stated problem area of the project, the basic objectives of the study are stated as follows:
1. Find out the nature of the problem facing purchasing officers when sourcing for their inputs.
2. To find out the importance attached to “sourcing” as one of the five principles of good purchaser (Buyer).
3. To examine ways by which cost of acquired product can be rendered sine this provide opportunity to clarify and communicate corporate goals 
1.4. SIGNIFICANCE OF THE STUDY
It is the belief of the researcher that this study would serve as immense useful purpose to its potential and prospective users.  Students, scholars, consumers of case study produce and services policy maker, industrial buying agencies and supplier, and  researchers would stand to gain a lot from the facts contained in this work.  This study upholds the high standard of an ideal buying practice and therefore benefits the buyers and fearing consumers of case study products and services.  It serves as an eye opener to a good sense of industrial buying because the interest of the buyers is paramount.
At the completion of the project, it is expect that it serves as sources of information to other writers and of course help other organizations in the following areas.
1. To help the companies know the importance of sourcing in the industry.
2. To help in controlling unit cost.
3. To help understand the increasing influence that supplier have on the purchaser’s ability to respond to and customers particularly as it affect time related requirement.
It will serve as the key factor in helping business to achieve and maintain a competitive edge.
After the close of the study of this research work, the evil effects of unethical practice of industrial buying will be drastically reduced, if not brought to an end.
1.5.	SCOPE AND LIMITATION OF THE STUDY
The research is to focus on all the strategies opened to an organization for effective sourcing in an organization in order to reduce cost and maximize profit in the organization.
The scope extends beyond supplier price negotiation and takes into account the total cost of ownership, it covers the amount paid to suppliers, purchase price, demand, driver specifications, procurement practices, inventory practices, internal policies and procedures, internal process, operational practices and the total acquisition of cost.
The study of this project is limited to Dangote flour mill plc, Lagos
Researchers in Nigeria are often faced with number of problems which are inherited in the society.  The research of this study is not exempted and so had a fair share of these constraints.  These limitations are mainly environmental problems.
The problems of respondent’s perception, some of the respondents to oral interview were very co-operative.
The un-cooperative behavior range from failure to keep dates, to outright refusal to grant oral interview or giving flimsy excuses.  These act of uncooperative attitude constituted a serious limitation to this project.
The attitude of the company as regards provision of necessary data and records in relation to the souring policies and procedure was not really encouraging enough ad reasons being it was learnt that the company regard some of the information as were required top secret which they may not want to pass to their competitors.  The research is also constrained by distance, time and insufficient finance.
1.6.	RESEARCH QUESTIONS
To provide a framework for eliciting solution to the research problems, it becomes obvious that some research questions are inevitable.  A number of research questions are hereby given below for this reason.
1. To what extent does strategic outsourcing have impact on the organizational performance?
2. What effects does unethical practice of buying lay in the organization?
3. What methods of sourcing does the organization adopt?
4. What are the impact of effective suppliers outsourcing on quality and price of the organization products.
1.7.	FORMULATION OF HYPOTHESIS
To achieve the objectives of this study which is the impact of strategic outsourcing on organizational performance, two hypothesis will be formulated which will be tested in the process of this study.  They are as follows.
H0:	Strategic supplies outsourcing does not have positive impact on the organizational performance.
H1:  strategic suppliers outsourcing has positive impact on the organizational performance.
1.8	HISTORICAL BACKGROUND OF LUBCON LIMITED, ILORIN.
Dangote flour mill is an ISO certified Oil and Gas company which first came to Nigeria in 1991.  It was first located in Lagos.  They deal with automotive lubricants, marine lubricant grease, transform oil, gear oil, automotive transmission oil, stroke engine etc.
They were the first official lubricant blender for Nigerian automobile technician association (NATA) in 1995.
In 2000, they were the first Nigerian company to be awarded the prestigious NIS award for lubricating oil.
In 2002, they were the first indigenous oil and gas company to be ISO certified in Nigeria, and commenced operations in Ghana in the same year.
In 2004, National Union of Petroleum and National Gs Workers (NUPENG) Commissioned LUBCON to blend their lubricants. Sine 1991, Dangote flour mill has been providing world class lubricants and other services o several regions of Africa.
Nigerian lubricants markets is awash with about 720,000 metrictones of base oil (240,000 metric tones in excess of local requirement for Lubes blending), different grades and types of products locally blended by the majors, independent, fake and illegal manufacturers, adulteration of lubes by illegal lube blending plants, open market of base oil enormously displayed as finished lubricants, KayodeSote, an Engineer and principal partner, lube services associates, said;
Dangote flour mill Company is today among Nigeria’s Number one oil company of selling more than six million (6,000,000) liters of petrol per day, a figure which is still growing with the continuous expansion of the existing eighteen plant and with the opening of brand new plant in various part of federation.
Dangote flour mill oil is among the by far best seller of oil, petrol and diesel in Ilorin, Kwara State of Nigeria.  The most widely sold oil in Ilorin Nigeria.  Other products sold by Dangote flour mill Company include petroleum, diesel and kerosene.
The success of Dangote flour mill Company has brought about the development of a number of sister industries all contributing to the growth of the Nigeria economy.  The Niger Delta Refinery company in which supplies millions of crude oil to other company in operation and grown products company in Lagos, Kano and Kwara.
In addition, the trucks which have a familiar sight in many part of nation delivering crude oil to more than eighty thousand (80,000) supplier are also assembled in Nigeria. Dangote flour mill Company is also among the largest buyers of crude oil in the country.
The Dangote flour mill company employs over (6,000) six thousand workers who are Nigeria in all fields of operation.  The industrial buying process of Dangote flour mill is based on proper measurement of it tanker.  The same standard is maintained all over the world.
The various plant sited all over the federation have currently been divided into four different region, the West, East, South and Northern regions.  Our case study is an example of the northern region “ILORIN”.
The company was 20 years in August 2011.  Dangote flour mill celebrates 20 years of world class performance with notable and remarkable first.
1.9	DEFINITION OF KEY TERMS
SOURCING:	This refers to a number of procurement practices, aimed at finding, evaluation and engaging suppliers for acquiring goods and services.
STRATEGIC SOURCING:  This refers as the process of evaluating, selecting and aligning with suppliers or consortiums of suppliers to achieve operational improvement in support of an organization’s strategic objectives.
RIGHT SOURCES:  This is refers to as the supplier that can meet the requirement of the buyer at any period time.
PROCUREMENT:  This is the act of buying goods and services.  The process includes preparation and processing of a demand as well as the end receipt and approval of payment.  It often involves purchase planning, standard determination, specifications, developments, supplier research and selection, value analysis, making the purchase, supply contract administration, inventory control and stores, and disposal and other related functions.
SUPPLIERS  DEVELOPMENT:  This is the process where by buying company assist small or new buyers for them to be able to buy produce product that is required in the correct quantity, quality and correct delivery schedules.
CARRYING COST:  This comprise of all cost that are incurred in holding a given level of inventory.
ORDERING  COST:  This is the total incurred in the process of acquiring a given level of inventory.
ACQUIRES COST:  This comprises of cost of placing order.
Progress:  Sometimes called expediting, chasing or follow-up.  An important part of the suppliers management task is aimed to ensuring that goods and services are received as at when required.
LEAD-TIME:  This is the time when an order is fully recognized to the time when the goods are delivered.  We have internal and external lead-time.
PRICE ANALYSIS:  This is the process of examining of seller price without evaluation and examining of separate elements of the cost and profit making up the price.
PUBLISHED PRICE LIST:  Is a form of quotation that provides prices of standard commodities needed.
RECIPROCITY:  When buyers give preference to suppliers who are also customers, they are engaging in a practice known as reciprocity.
SPECIFICATION:  It is the detailed statement providing a complete description or list of characteristic or requirement laid down for materials, components, products or services.
NEGOTIATION:  This is an agreement procedure aimed at decision making.
POLICY:	This is a general statement or understanding which guides or channels the thinking and action of management in decision making.
RIGHT QUANTITY:  In purchasing, this term refers to the volume, size amount which can be most economically purchased of any item at a particular time.
VENDOR:  This means suppliers who: supply: goods or services to the buying company.















CHAPTER TWO
CONCEPTUAL FRAMEWORK
2.1	CONCEPT AND DEFINITION OF SOURCING
One of the challenges that characterize the management field is the abundance of definitions used, and these are frequently heavily influenced by the English literature. The research field that targets management of supply and procurement is no exception to the rule. This field is also characterized by a multitude of definitions, and invasive English terms are abundant, e.g. sourcing, procurement, purchasing and even outsourcing; terms that are often used synonymously (Chan & Chin, 2007; O’Brien, 2009; Stock & Lambert, 2001). This confusion of concepts and use of synonyms applies to the concepts of strategic purchasing, strategic sourcing and strategic procurement. These terms are also, at least in part, used synonymously; and frequently a concept is referred to by various terms when references are made in the literature, e.g. purchasing in the source may be changed to sourcing or procurement in the referring article (Mikkelsen, 2011). Thus, there is no generally accepted definition of sourcing (O’Brien, 2009). Herein, sourcing is defined in line with Van Weele (2010) and Monczka et al. (1998) as: Sourcing is the process related to the procurement of resources including goods, services, competencies and knowledge that enable the company to add value and reduce costs while fulfilling the clients’ needs.





Figure1.Sourcingexcellencemodel	
 (
Industry
)


 (
Suppliers
) (
Sourcing
) (
Customers
)


 (
Organization
)

Sourcing is an activity that cannot be left with a single function. Rather it is a process that continually involves the entire company in interaction with the various departments as opposed to the acquisition activity which may be handled by the procurement department independently of the remaining units (Arlbjørnetal.,2007;FreytagandMikkelsen,2007).In the following section, we present our empirical analysis of sourcing excellence. The procurement department also plays an important role in ensuring that the suppliers are involved in the company’s product development phase, and in ensuring that this phase gains effectiveness by keeping in mind sourcing options from the onset, whereby costs remain a focal point. By cooperating with suppliers, companies can often differentiate themselves from the competition and thereby strengthen their position in the market(Freytag&Mikkelsen,2007). It is, however, not sufficient that the companies involve their suppliers in the product development phase and ensure a focus on the price level as part of their sourcing efforts. The time it takes to introduce new products to a market(Time-To-Market)is of great importance for some of the interviewed companies’ competitiveness, which is primarily due to the reduced product life cycle of many of the company’s products. The short product life cycle is very challenging for the product development department as new products need to be developed rapidly. It is therefore important that the procurement department collaborates closely with the product development department as this may shorten the company’s product development phase. This is possible because the procurement department holds valuable information on providers and also about any potential issues related to the needed components.

	Table 1. The elements of the customer aspect

	
	Client aspect
	Contents  element
	Explanation
	Challenges

	K1
	Costs
	Employ total cost approach
	· Work professionally with total cost minimization and thereby under pin the company’s opportunities to compete in the market
	· Hard to do in practice as many of these costs are hidden

	K2
	Added value
	Select and control value adding suppliers
	· Localize and exploit suppliers that have the right set of competencies to under- pin the development and production of end products that add value and match the company’s target group.
· Requires a focus on quality levels, typically performed by quality engineers
	· Hard to strike a suitable balance between price and quality in relation to component specifications

	K3
	Innovation
	Support the development of products and technologies
	· The procurement department serves as a liaison to the development department and involves the providers in the innovation phase to expedite the development process.
· The procurement department ensures a focus on component pricing to ensure that the developed products will be competitive in the market.
	· Broad agreement that it is very challenging to stay ahead development- wise and to have the right technologies in place to ensure the ability to survive in the future.


2.1.1. The Organizational Aspect
The organizational aspect harbors the identified sourcing elements that are associated with the company’s organization. These elements are company-internal and there fore amenable to company decisions. The elements are: the company’s sourcing process, organizational structure, data overview, culture and management, strategy and competencies. The companies studied have very different approaches to the sourcing task. Some companies make use of a tightly structured sourcing process, whereas others have adopted a considerably looser approach to sourcing; and it is hard to assess if one approach is superior to others. In our opinion, what is essential is that the company considers carefully how procurement may be optimized in the company’s context. We have, however, identified a number of characteristics that increase the importance of adopting a well-defined sourcing process.
i. Incase sourcing is to take place in a more globalised context with considerable communicative and distance-related barriers.
ii. In case staff turnover is high, as a high turnover will increase the importance of making silent knowledge of sourcing explicit by adopting a well-definedprocess2.
iii. If the company has a high level of sourcing and if the sourced components are highly complex, this increases the value of adopting a structured process. Preparing and implementing a well-defined sourcing process is challenging because it is resource-demanding and of ten takes longer time procuring the needed goods or services. Therefore, some companies prefer a looser sourcing setup. We argue that the companies that would benefit most from striving for Sourcing Excellence are those for which sourcing plays out on a global stage and in which sourcing is of great importance for the company’s performance. Wet here fore assess that a well-defined sourcing process is a hall mark of good sourcing organizations.
In all of the companies that we visited, the organization of procurement processes is approached using a category management mindset as the procurement departments are divided into separate categories in which staff handle the procurement of separate types of goods and services: This ensures both specialization and a greater knowledge of the products than if companies had segmented procurement tasks according to organizational functions owing to the increased focus on the individual product categories. Another common feature shared by the companies is that their procurement organizations are all centralized. In one company, where until recently procurement was very decentralized, centralization has served as a pivotal catalyst of cost reductions, both owing to the scale effect produced by a more centralized procurement process and owing to improved coordination and control of supplier contact. From a management perspective, the complexity associated with maintaining the overview of sourcing processes was quite simply reduced by  introducing  a  centralized  procurement  organization.  Whether  all  decision-making  competence  should  be  centralized  is  a topic that  has  attracted  considerable  theoretical  interest  (Faeset  al., 2000;  Hartmann et al.,  2008),  but  the  present  study  indicates  that  Danish  production  companies  seek some degree of centralized control and that this trend has yielded positive results. As one of the companies puts it: »through centralization in this field we are closer to presenting  one face to the supplier’. And that, naturally, yields certain advantages… we speak with one voice…The more aligned things can be, the more alike we can be perceived, the more effective it is.
In addition to centralization and organization by product categories, there is a trend in the companies towards more and more cross-organizational collaboration between the departments, as departments such as strategic procurement, logistics, and quality and product development are very much brought together by procurement categories or on a project-to-project basis. The organization of the companies, then, is becoming more and more project- and matrix-based and cross-departmental collaboration is becoming more and more common. Frequently, this will lead to the formation of project teams referring to a manager who forms part of the procurement organization and has commercial interests and KPIs. In practice this means that the focus on the importance of procurement will be intensified in the company’s other organizational functions. One considerable advantage of integrating other departments in the efforts to cut costs is that various departments will agree on the prioritization of the pro- posed efforts. This is conducive to increasing»buy-in«from the involved departments as they themselves have helped designing he measures that are to be implemented.
Another important element within the organizational aspect is the company’s over-   view of procurement related data. A  good  overview  of  data  provides  the  company with specific information of what is bought, from where it is bought and how often it     is bought – and this overview is available exactly when it is needed (Madsen &Mikkelsen,2002),or as a respondent put it: Well, the more important point forus is that during this journey we have undertaken, we have been capable of presenting facts, some of which were chocking…we have 3times,no 2.5times more providers than we said we had…so that has helped change our focus.«The primary advantage of a good overview of data is that the sourcing measures that are prepared can be based on data rather than gut feelings and that it becomes possible to document the actual value added to the company. Furthermore, this can be used as leverage in negotiations, as requirements that providers reduce their prices can be documented through actual numbers and calculations rather than attitudes and ideas about the right price level. Nevertheless, good overview of data is not easy to establish, as it takes time and resources to develop and implement (Madsen &Mikkelsen,2002).From a strategic view point, companies state that sourcing  can be divided into two elements:1) Whatneedstobesourcedand2)How sourcing should be performed. With regard to the first point, much seems to indicate that the choice of make or buy is made on the basis of a strategic decision as to where the company wants to position itself. It is, however, not possible to provide a ready-made recipe for success. There is little doubt that a well advised Make or Buy decision is of great importance to Sourcing Excellence, but such a decision can only be made on the basis of the company’s overall perception of how the company will benefit from handling matters in-house (Fine&Whitney,1996);Franceschinietal.,2003).
Once the company has decided what should be sourced, the next step for the management is to decide how sourcing should be approached. In addition to establishing and driving the before-mentioned cultural change process, in which the importance of sourcing is made clear, the management faces another major challenge; that of developing and implementing sourcing strategies that can underpin this process. These strategies need to be in line with the company’s overall strategy and with client requirements to the company, e.g. price, quality, etc.(Wattsetal.1992).According to the companies, the development and implementation of sourcing strategies are pivotal elements of excellent sourcing, a view point that the authors share. In this connection, it is important to be aware that a detailed sourcing strategy is not of much use if it is not accompanied by the resources needed for its implementation. Therefore, the company should also carefully consider how many resources are needed to implement the strategy prepared. Once the strategy is in place, the next step is to operationalise it by defining specific objectives or KPIs. The objective of KPIs is to ensure that the strategy gains a footing at all levels of the organization and that it serves as a motivational factor and support in relation today-to-day tasks(Axelssonetal.,2005). Staff competencies was there source on which companies focused most, and it was simultaneously the area within procurement that holds the greatest untapped potential. Despite of the importance of maintaining a high level of sourcing competence, qualified staff is generally in short supply in the companies. It is hard for the companies to acquire the necessary competencies both through new hires and through training of the current staff. There is little tradition for training in the field of procurement in Denmark, and the pool of potential procurement staff is therefore typically characterized by a large number of autodidact procurement staff and, furthermore, competence improvement is a demanding process for staff who are used to handling procurement more traditionally. The first challenge in this context has to do with the attractiveness of procurement work. Until recently, the trend among many companies has been to perceive procurement as a »dumping ground for failed employees« (Philippart et al.,2005). These cond challenge is that the knowledge needed is becoming evermore specialized and therefore harder to find. This is so, among others, because organization according to product categories leads to increasing demands to technical competences related to the products. While globalization has given rise to large, international corporations, the processes have been divided so that any procurement employee is specialized in a limited part of the overall sourcing process .Elements such as contact  with suppliers, quality control, security of supply, order registration, etc., are therefore handled by a multitude of staff members located at various places in the company.
Conversely, in smaller companies, a single procurement employee needs to embrace the width of the company and know something about everything. In sum, the competencies needed to hold a position in a procurement department are very different in these two types of organizations.
The trend is clear: the companies’ procurement budgets are rising, and evermore products and services are bought from external national suppliers and in particular from global suppliers. As a direct consequence hereof, both the complexity and the dependence increase, and that translates into great demands on the procurement employee’s competencies. Therefore, level of staff competence is one of the primary elements in the efforts to achieve Sourcing Excellence.

	Table 2. The elements of the organizational aspect

	
	Organizational aspect
	Contents element
	
Explanation
	
Challenges

	01
	Sourcing process
	Well-defined sourcing process
	· Important, particularly for global corporations as this eases collaboration and communication between countries.
· Helps maintain sourcing knowledge in the
organization despite high staff turnover
	· Resource-demanding to develop and follow a well- defined  sourcing process

	02
	Structure
	Implementation
of organization by product categories
	· Improved control of and collaboration with sup- pliers owing to stream lined interface
· Greater specialization and product knowledge
	· Harder to achieve same competencies and professional knowledge like in functional structure

	03
	
	Centrally con- trolled procurement function
	· Scale effect owing to coordinated procurement
· Ensures that persons with a commercial back- ground handle the provider relations
	

	04
	
	Cross-organizational
Project-oriented organizational
Structure
	· Greaterfocusontheimportanceofprocurementinthecompany’sotherfunctions
· Facilitatesbuy-infromotherdepartmentsowingtotheirparticipationintheprocess
	· Hard to practice for major global corporations due to physically spread-out departments

	05
	Data overview
	Good overview of the company’s
Spending
	· Sourcing measures may be based on data rather than gut feelings
	· Requires time and resources to develop and implement

	06
	Culture &management
	Focus on the importance of sourcing from the management
	· Means that been tire company embraces the idea that sourcing is to be prioritized
· The management drives the change process
	· Time-consuming and hard to change the organizational culture
· Requires a focus on internal
communication

	07
	Strategy
	Deliberate make or buy decision
	· The choice between in-company production andsourcingismadeonthebasisofastrategicdecisionaboutwherethecompanywants
to position itself in the supply chain.
	

	08
	
	Development and implementation of sourcing strategy
	· Serves as a guiding star that sharpens the company’s  commercial focus
· Contributes to driving the cultural change process
	· Alignment with the company’s overall strategy
· Important that the allocated resources are sufficient to reach strategic objectives
· Hard to assess the quality of
the strategy in the future

	09
	
	Development of KPIs aligned
with the strategic objectives
	· Development of KPIs contributes much to making clear the path to the company’s objectives at various levels of the company
· Can be implemented as both departmental and
cross-department KPIs
	

	10
	Competencies
	Focus on resources
	· Through development of competencies, the basis for a high sourcing performance is created
	· Low current procurement competence level
· Hard to find as well as to train staff


2.1.1 The Supplier Aspect
The provider aspect contains elements related to the company’s interaction with its suppliers and any tasks related to such interaction. The analysis of the empirical material revealed four overall topics: global supplier base, supplier relations, contracts and supplier competencies. The first interesting observation in relation to the companies’ suppliers is that they move further and further away from the immediate vicinity of the company. This occurs as local suppliers expand to other countries and as local suppliers are replaced by other suppliers that have a more expedient geographical situation. In a word, the supply chain becomes more global and one of the companies describes their primary future challenge as handling local, regional and global supply chains«.The specific issue addressed by the above wording is that some types of subcomponents are sourced more inexpensively from a single location globally. This so owes partly to economies of scale, partly to low costs for, e.g., wages, transport, customs duties and other costs. For components for which transport and logistics costs comprise a large proportion of the total costs, it is typically more expedient to select a regional or local provider as this will minimize costs. It is not simply a question of sourcing every- thing from one place globally to reap economies of scale–the situation of the supply chain needs to be aligned according to characteristics of the mentioned costs and the logistical challenges associated here with. Note that a local supply chain in this context should not be perceived as a series of suppliers situated close to the company’s home country, but rather as suppliers that have a local presence near the companies’ production or markets. Due to the increased geographical distance between buyer and supplier, communication also becomes an issue to consider. Communication is increasingly in English language rather than in Danish; and the companies, their employees and the suppliers therefore need language skills. According to the interviews, as the supply chain be comes increasingly more important for the company’s competitiveness and concurrently grows more and more global, the complexity of sourcing, including how a company chooses to handle its supplier relations becomes more important. Many different opinions were voiced on the issue of supplier relations in the course of the six interviews, and over all we assess that it is not possible to recommend one as superior to the others. The company should not employ as  in strategy simply because it is preferred, but should rather segments up- pliers and subsequently pursue expedient relations with its suppliers based on their segmentation (Kraljic,1983;Olsen&Ellram,1997;Dayetal.,2010). The way in which suppliers are addressed depends heavily on the company’s attractiveness seen from the point of view of the supplier. The more attractive you areas a business partner:
· thehigherpriorityyouwillbegivenbythesupplier,includinganyensuing advantages,
· the greater the will on the part of the supplier to assist if a situation arises that calls for rapid delivery,
· The greater the leverage at the negotiation table, when prices and delivery terms are to be agreed. Attractiveness may, among others, be increased through consolidation of the supplier base, and by making clear and visible efforts to develop or cooperate in partnership with the supplier (Olsen&Ellram,1997). Value – adding collaboration may subsequently be initiated with the remaining suppliers, focusing on cost reduction in the entire supply chain through product design changes. This type of development collaboration is becoming ever more important for the optimization of the companies’ products, as internal improvements have typically already been reaped to a relatively large extent. In relation to such collaborations, procurement contracts are an important tool to re- duce the inherent risk that the supplier or sourcing company exploits the information gained during the development work. However, procurement contracts are important not only in connection with development cooperation. Previously, when the procurement department’s task was of a more administrative nature, contracts were less important than the yare today. Lift he contracts entered into are not sufficient, the company risks receiving unusable subcomponents, a tin correct delivery time and maybe facing various issues related to guarantee cases. Despite the importance of contracts, these remain a partly overlooked element. Precisely how contracts should be drafted to place the companies in an advantageous position in relation to the above-mentioned points was not elucidated in any definitive way. However, the companies did feel that much may be learned from the car manufacturing industry, where back-to- back agreements and long-term agreements with built-in annual cost reductions are standard elements of procurement contracts.
The general trend is that more and more responsibility for the products passes to the supply chain, which means that the suppliers’ competencies are of great importance for the companies’ competitiveness. Suppliers hold a never larger responsibility for the products, among others, for the following three reasons:(1)because the company does not have the capacity or actively decides not to maintain the capacity needed to handle all processes related to its production and development of products, The decision reflects a strategic choice as the company’s competence is to combine procured components expediently, rather than manufacturing these. (2) Because the companies decide to exploit that suppliers can add value to the product by way of their technical knowledge and (3) because own production is a band one for risk-minimization reasons. For many companies, there are often considerable costs involved when a new supplier is needed (Richardson,1993),or as one company put sit: »Well, we have spent a considerable amount of time finding the suppliers, and then we have spent a large amount time training them; and after all of that, we would prefer to pass on more responsibility to the mend improve their position than firing them because the partnership has proven to be disappointing. Because it costs money to find them, and it bloody well also costs money to find are placement, so that is how we try to make everything add up. This means that large professional suppliers with high capacities and high levels of competence are, to an extent, preferred to smaller, local suppliers as these will generally not have the capacity for large-scale production. The suppliers’ competencies are important to the company’s competitiveness, and therefore it also becomes the company’s problem if the suppliers are not at a par with the company’s objectives. Therefore, the companies need to have the capacity and the tools to assess their suppliers’ level of competence before an agreement is made. These considerations do not only apply to current competencies, but also to the suppliers’ future potential. Some of the companies we visited are actively engaged in supplier development. The development of the supplier contributes, among others, to cost reduction     in the supply chain because suppliers are given assistance for process optimization. Additionally, it is important in relation to ensuring the quality of the components procured by the company. One of the primary challenges in connection with the development of suppliers is that he development work may require many resources and there may be a long lag before usable results are achieved. Therefore, there is a risk that the work that goes into the development tasks will prove unprofitable because the market has changed or because a competitor launches a new technology before the company can. 
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	Table 3. The elements of the supplier aspect

	
	Supplier aspect
	Contents element
	Explanation
	Challenges

	L1
	Global provider base
	Control of global supply chain
	· Optimization of global, regional and local supply chains in view of market conditions
	· Communication with providers becomes harder
· Pressure on delivery time

	L3
	Relations
	Effective supplier relationship management
	· Provider segmentation
· Consolidation of provider base
· Proactive with regard to providers to identify opportunities for collaboration
	· Delicate balance between collaboration and use of force
· Ensuring rights in connection with product development
· Data overview and transparency are
Necessary

	L4
	
	Attractiveness from provider’s viewpoint
	· Themoreattractiveyouareasabusinesspartner,thestrongerthewillofthe provider to assist and the more power at the negotiation able when prices and terms of delivery are to be agreed
	· Challenges associated with attractiveness seen from the provider’s viewpoint if the procurement budget is small

	L5
	
	Collaboration with the provider to reduce costs
	· Focus on reducing costs from the whole supply chain through product design changes and supply chain process optimization
	

	L2
	Contracts
	Professional procurement contracts
	· Back-to-back agreements and long-term agreements with built-in annual cost reductions
	· A lack of focus entails a risk of ending up within correct sub-components, provided to the company at the wrong time or guarantee issues.

	L6
	Provider competencies
	Focus on the level of competence
	· Focus on the level of competence when selecting providers
· Development of providers and follow-up using KPIs.
	· Delicate line between a high level of competence and an attractive price
· Development of providers is resource-demanding and
time-consuming


2.1.2 The industry aspect
The industry aspect comprises the elements related to the industry or line of business within which the company is situated. Some of these elements are hard for companies to influence because they are situated beyond the range or influence of the company. The analysis identified three elements: turbulence and competition, risk, and bench marking. There are several indications that the companies’ approach to sourcing and, to some degree, to the level of sourcing depends on the conditions that characterize the industry within which the company is situated. One important factor that separates the industries is the degree of turbulence and competition observed. The greater the com- petition in an industry, the more intense the pricing war to win market shares. This affects the profit negatively. A low profit margin presses the company to become effective in relation o sourcing as procurement cost reductions translate direct to the company’s bottom line. Therefore, we also observed that the companies situated in industries that are characterized by a high level of turbulence and competitiveness have gone further in the field of procurement than the remaining companies. Their high level of procurement competence is quite simply necessary for them to survive. In contrast, the remaining companies will often be of a more reactive nature, and therefore they will not have advanced quite as far with regard to new sourcing measures.
 Another industry- related element that affects Sourcing Excellence is risk and the handling of risk. Due to globalization, companies need to be aware of far more risk factors than previously, e.g. financial crises and volatile raw material markets. Some industries are subject to greater risks than others, just like some companies are better geared for crisis handling than others. To take an example, one of the companies was affected particularly hard by the financial crisis because its turnover was halve do overnight while its fixed costs remained unchanged, an incident that came close to threatening the company’s survival. There as on why this company was affected so intensely was, quite simply, that it was not sufficiently flexible in relation to the »new world order«. In direct consequence of the crisis, the company has now decided to outsource far more extensively in the future. Thereby, the company aims to reduce its fixed costs and become more agile and, in turn, be prepared if a similar situation should arise in the future.
The final element under the industry aspect is bench marking, where companies assess their own level by comparing themselves to other similar companies. Naturally, the hope is to spot what can be learned and transferred to one’s own organization. Bench- marking may either be performed by comparing the company to another company within the same industry or to accompany in another industry.

	Table 4. The elements of the industry aspect

	
	Industry aspect
	Contents element
	Explanation
	Challenges

	B1
	Turbulence &competition
	Handling of high turbulence and competition in the industry
	· These companies are often at a higher sourcing level as this is needed to survive due to low profit margins
	

	B2
	Risks
	Focus on and active handling of risks
	· As globalization pervades, many risk factors surface, including the finance crisis, volatile raw material markets and component allocation situations
· Excellent companies develop an active strategy for
the handling of these sourcing risks
	

	B3
	Bench marking
	Bench marking in relation to others
	· Through bench marking, an understanding is gained of the company’s strength sand weaknesses
· Takes place in relation to the competition and in relation to other good companies in other industries
· Companies are excellent compared with their competition or compared with companies in other industries
	· An excellent sourcing organization
·  would not work equally well if it was duplicated and inserted into another context, as excellent sourcing is context embedded.


[image: ][image: ][image: ]An understanding is gained of the company’s strength sand weaknesses. This gives the company valuable information that will allow it to improve its sourcing ability further. Every industry has its peculiarities, and there fore it is not certain that a company can perform at the same level as a good company from another industry. Keeping this in mind, bench marking with other industries is, indeed, a powerful tool that may be used to render visible advantages and drawback associated with different ways of handling the sourcing task. This provides a good starting point for achieving sourcing improvements (Carr&Smeltzer, 1999).
2.1.3 [bookmark: _TOC_250045]Global Sourcing
Global sourcing is defined as a centralized procurement strategy for a multinational company, where in a central buying organization seeks economies of scale through corporate-wide standardization and bench marking. A definition focused on this aspect of global sourcing is: "proactively integrating and coordinating common items and materials, processes, designs, technologies, and suppliers across worldwide purchasing, engineering, and operating locations” (e.g., Monczka, Trent, &Handfield, 2005; Monczka, Trent, & Petersen, 2008). With growing scholarly and executive attention over the past couple of decades, sourcing and supply-chain management have been shown to play a significant role in achieving competitiveness (e.g., Ellram& Carr, 1994; Gadde &Håkansson, 1994).The progression from domestic purchasing to international purchasing and then finally to global sourcing can be visualized as movement through five different levels (domestic purchasing only; international purchasing only as needed; international purchasing as part  of a sourcing strategy; global sourcing strategies integrated across worldwide locations; global sourcing strategies integrated across worldwide locations and functional groups (Trent &Monczka, 2003)). In moving from domestic purchasing to international purchasing, organizations must contend with longer distances, increased rules and regulations, currency fluctuations, customs and language requirements, cultural and time differences. Companies that then go on to pursue global sourcing must contend with the operational issues that affect international purchasing, while also managing a higher level of cross-functional and cross-location coordination (e.g., Trent & Monczka, 1994; Trent &Monczka,2005).

[image: ]
Figure2-1 from Domestic Purchasing, International Purchasing to Global Sourcing (own source)
2.1.4 [bookmark: _TOC_250044]Differences between Domestic Purchasing and International Purchasing
Purchasing‟ refers to a process by which an enterprise or organization attempts to acquire materials or products in order to attain their goals. In the process of purchasing the ownership and possession of goods will be transferred from the seller to the buyer. The activities of purchasing include enquiry, an order, tracking the order, supervising and accounting for an order, receiving goods, and making payment. International purchasing relates to a commercial purchase transaction between a buyer and a supplier located in a different country. This type of purchase is typically more complex than a domestic purchase. Organizations must contend with longer material pipelines, increased rules and regulations, currency fluctuations, customs requirements, and a host of other variables such as language and time differences (e.g., Trent &Monczka, 2003; Monczka, Trent, & Petersen, 2008).International purchasing refers to the utilization of global resources; searching for a bargain with the highest quality from all over the world. From the aspect of supply-chain management, international purchasing requires companies to set up a global manufacturing chain in order to make a rational purchasing plan and acquire the high-quality goods with a rational price. Besides, it is an effective way to measure and supervise the efficiency of purchasing processes so that it minimizes the total cost of purchasing. With economic globalization, the competition among companies is becoming more and more fierce, which requires all the business to enhance the level of T, Q, C, S (Time of research and development ; Quality of products; Cost control; satisfaction with Service), so that they can operate their business successfully in the market. In contrast to domestic purchasing, the international purchasing mode has the following characteristics (Fan, 2007):
2.1.4.1 Increased purchasing scope:
Because the scope of purchasing activities extends to the global arena and they no longer just focus on the resources available in one country, they can acquire their resources from all over the world. Therefore, it is more possible for the companies to obtain their ideal resources and products with a rational cost because of the greater abundance of potential vendors.
2.1.4.2 Increased purchasing risk:
Because international purchasing always involves a series purchases, companies usually buy the materials or goods on a larger scale, which requires greater monetary transactions. Larger scale transactions are exposed to greater risks due to currency fluctuations. Moreover, the cross-border transaction results in complicated procedures and processes, which exposes the company to lots of additional existing potential risks.
2.1.4.3 Decreased purchasing price:
Because all possible resources from the whole world can be considered, the business can “shop around” to obtain the high-quality goods with a rational price through the mode of comparative cost.
2.1.4.4 The need for a systematic criterion in supplier selection:
Because the suppliers under the international purchasing come from different parts of the world, they hold various models, standards, and cultures. Hence, it is very significant for businesses to develop systematic and standardized criteria and conditions in order to select a dependable supplier.
2.1.4.5 Stable purchasing channels:
A business using global purchasing cooperates with suppliers worldwide because of the concept of supply-chain management. Therefore, the buyer and seller are developing a relationship of strategic cooperation. Hence, this business with an international purchasing strategy forms a relatively stable purchasing channel.
2.1.5 [bookmark: _TOC_250039]Basic Benefits of Global Sourcing
According to previous research, it has shown that the initial motive of global sourcing is cost savings. With the progress of globalization, product differentiation in contemporary markets is not that remarkable anymore, to some extent, which leads to a greater emphasis being placed on price competition. This has especially been the case with consumer products.
Besides cost savings, plenty of studies have also identified quality and availability as critical aspects for global sourcing (Cho & Kang, 2001).
The market today is highly affected and dominated by the enterprises acting globally, which results in much fiercer competition than before. Additionally the pressure from consumer demand is higher today (Trent &Monczka, 2003). For many reasons there is a greater possibility to source from suppliers all over the world, allowing companies to tap into technical capabilities unavailable domestically, improving quality and availability of products.
Also, enterprises that source globally are in an improved competitive position. They learn how to do business in a potential market, and improve their company image, as well.
According to the conclusion from John Brock well, many enterprises are still making procurement decisions primarily based on unit cost. However, many enterprises procure goods from global sourcing for other reasons, including (Brockwell, 2009):
· Access to fresh research, design or specialized intellectual capital.
· Availability of new technology and capacity. Many companies source overseas because domestic suppliers lack the capacity and are not making the necessary investments to stay competitive.
· Plans to sell or service locally. Some companies source locally to help break the barrier to local market entry. Or their customers have now moved manufacturing processes to that country and want to be serviced locally.
· Proximity to raw materials.
· Superior quality. Many companies praise the quality of international sourced products compared to domestic products. This is typically due to supplier investment in technology and capacity to attract global business as mentioned above.
2.1.6 Supplier Selection
Research on supplier selection has a long tradition. One of the seminal works in the field dates back to 1966, when Dickson reported a study on the importance of 23 supplier selection criteria. Recent academic work has identified several factors or influences that companies currently use when selecting their suppliers. Awaysheh and Klassen (2010) and Carter and Jennings (2004) have studied the issues of socially responsible practices in relation to supply chain structure. In a recent article Goebel et al. (2012) investigated the influence of ethical culture on supplier selection. Along with supplier selection criteria, the whole selection process has received wide attention (Boer et al., 2001; Tang, 2006). In addition, a broad range of models and systems have been created to assist in the process of supplier selection (Bottani and Rizzi, 2008; Feng et al., 2011; Ghodsypour and O’Brien, 2001; Lasch and Janker, 2005; Wu and Olson,2008).
The research literature has substantially covered the number of buying sources as part of the supplier strategy. For example, Segal (1989) studied which company characteristics influenced the decision to use a single versus multiple buying sources. Porter (1999) lists the advantages and disadvantages of different sourcing strategies. While many studies point to the  advantage  of  a  single  sourcing  strategy (Brierly,  2001;  Ellram and  Billington, 2001;Larson and Kulchitsky, 1998), others have yielded different results (Glock, 2011, Inderst, 2008; Treleven, 1987). The transition from one sourcing strategy to another has also received considerable attention (Faes and Matthyssens, 2009).Power is an important characteristic of a company when it comes to its sourcing strategy and policies. In this case, power is understood as the bargaining power or leverage that the company can use in the market or in the supply chain to advance its own goals. In an early work, Cho and Chu (1994) developed a model that could measure the distribution of power between a company and a supplier. More recently, Cox (1999) made one of the classic contributions to the literature concerning power and supply chains as a topic for academic discussion. He argued that many companies and academics have forgotten that the success for a company of the supply chain strategy known as lean production may require a certain power position. Crook and Combs (2007) studied the strategies of companies in different power positions in the supply chain. In a recent work, power as a basis of supplier selection was investigated by Zolghadri et al. (2011). Bargaining power has also inspired much mathematical modeling (Ma et al., 2010; Wallace and Choi, 2011). Finally, Benton and Maloni (2005) have studied the effects of power on supplier satisfaction.
2.1.7 Purchasing Orientation
Purchasing has increasingly interested both academics and practitioners in the past decades. Early seminal works on organizational buying behavior, such as the industrial buying process model (Robinson et al., 1967), the general model for understanding organizational buying  behavior (Webster and Wind, 1972), and the model of industrial buyer behavior (Sheth, 1973), offered several new insights in the field (Johnston and Levin, 1994; Lindgreen et al. 2009). In addition, changes in the economic environment, including global competition, total quality management, reverse marketing, industry restructuring, and information technology, have developed the field of purchasing from a transactional to a relational focus and from decentralized domestic sourcing to centralized global sourcing (Frazier et al., 1988; Liker and Choi, 2004; Lindgreen et al.,2009).Purchasing orientation has been one of the chief strands of discussion on the strategic level of purchasing. According to Anderson et al. (2009), purchasing orientation may be defined as “the philosophy that guides managers who make purchasing-related decisions and delineates their domain and span of influence.” Similarly, Hedaa and Ritter (2005) see purchasing orientation as “fundamental beliefs, shared assumptions,” which “resembles elements of organizational culture defining norms and expected behavior and thought.”
Furthermore, purchasing orientation has been discussed in close conjunction with the role of purchasing and purchasing strategy, and has been categorized by several authors. However, for the most part, these different categorizations have followed the same principles as those for purchasing orientation, described as a process in which the purpose has developed from buying via procurement to supply management (Anderson et al., 2009; Axelsson, 2005; Burt and Dobler, 1996; Van Weele, 2005). In other words, the models usually move from the most primitive orientation to the most advanced (Ellegaard, 2009). For instance, Axelsson and Håkansson (1984) have described three major roles, namely the rationalization role, the development role, and the structure/network role. The rationalization role focuses on keeping direct and indirect costs as low as possible, whereas the development role tries to match the development of the firm with that of the supplier to insure the efficient use of the supplier’s resources. The structure/network role aims at making the whole supply base as efficient as In this project we apply the Anderson et al. (2009) classification of purchasing orientation that follows the categorizations above and consists of three categories: 1) buying orientation, 2) procurement orientation, and 3) supply management orientation. Table 1 summarizes the key objectives of each type of orientation.
	Buying orientation
	· Obtain the best deal in terms of price, quality, and availability from supplier
· Maximize power over suppliers
· Avoid risk wherever possible

	Procurement orientation
	· Improve quality
· Reduce total cost of ownership
· Cooperate with suppliers

	Supply management orientation
	· Focus all of the firm’s efforts on delivering value to end-users
· Craft a sourcing strategy around the firm’s core competences and resources
· Build a supply network that efficiently completes required business processes
· Sustain highly collaborative relationships with select supplier and sub-supplier firms


Table 1. Key goals of purchasing orientations (Anderson et al., 2009)
Buying orientation is considered to be a narrow-focused orientation based on discrete transactions with a view to minimizing the price paid. The practices are tactical and short- term in nature (Kotler and Keller, 2008; Anderson et al., 2009). Also, multi-sourcing is often a tool in buying orientation.
2.2 THEORETICAL FRAMEWORK
2.2.1 Theory of Core Competencies
Based on the notion of core competency, issues of sourcing should hinge on the degree of criticality of a specific component or business activity to an organization. An extreme case would be for a company to strip itself down to the essentials necessary to deliver, to customers the greatest possible value from its core skills and outsource as much of the rest as possible. By limiting or shedding activities that provide no strategic advantage, a company can increase the value it delivers to both customers and shareholders and, in the process, lower its costs and investments (Ang, 1993).Core competencies theory suggests activities should be performed either in house or by suppliers. Activities, which are not core competencies, should be considered for outsourcing with best-in-world suppliers. Some non-core activities may have to be retained in house if they are part of a defensive posture to protect competitive advantage. Although some authors indicate characteristics of core competencies, most of the literature on this subject seems tautological core equals key, critical, or fundamental. Employees in non-core functions (even if not facing outsourcing) may feel excluded by the organization because they are a non-dominant discipline. For example, information technology employees working on Web based legal services in a law firm may feel excluded by lawyers in the firm. In the public sector, there may be particular uncertainty about what is core; and it has been suggested that government may aim to discover it score competencies via a revisualization process outsourcing until and unless the shoe pinches, or a political backlash is triggered (Hancox& Hackney, 2000).An organization may view IT itself as a core competence. It seems that most successful companies have a good understanding of its potential. However, some organizations outsource IT even though they see it as core and delivering competitive advantage. This may be because IT can be considered core at the corporate level, but some of its aspects, at lower levels, might be commodities. Thus the complexity of IT, and its (at least in part) core nature, may make the contracting out of IT a particularly challenging exercise. The ability to define IT requirements and to monitor their delivery by third parties may be some of the core IT competencies that any organization must have if it is to outsource IT successfully. It can even be argued that the very acts of specifying and managing supply contracts can themselves give competitive advantage (Hancox& Hackney, 2000).
2.2.2 Resource-Based Theory
The central tenet in resource-based theory is that unique organizational resources of both tangible and intangible nature are the real source of competitive advantage. With resource-based theory, organizations are viewed as a collection of resources that are heterogeneously distributed within and across industries. Accordingly, what makes the performance of an organization distinctive is the unique blend of the resources it possesses. 
2.3 Empirical Review
Michael, Ole and Morten (2015) examined the increasing globalization and concomitant trend towards outsourcing of more and more of the activities of the value chain gradually increase the importance of the supply chain. Therefore, it is important to explore sourcing activities thoroughly and specifically to determine what it means to be competent or even excellent at sourcing. Taking five Danish companies as our point of departure, the purpose of the article is to gain further insight into the concept of sourcing excellence. Thus, the article presents and discusses a sourcing excellence model that aspires to operation anise and enhance our understanding of the contents elements of the concept of Sourcing Excellence. Furthermore, the model may serve as a tool for practitioners seeking to enhance their sourcing competence.
Robins and Lars (2015), evaluated the interest in global purchasing has increased significantly in recent years, but the impact on product innovation is not well understood. The purpose of this paper is to empirically analyze the impact of global purchasing on product innovation sourced from suppliers, while taking into account how firms integrate their suppliers. Design/methodology/approach – The data used in this study are from the International Purchasing Survey, an international online survey on purchasing and supply management conducted in 2009. The data are analyzed using factor and regression analyses. Findings the paper shows that global purchasing has no direct impact on product innovation performance. However, supplier integration is more strongly associated with product innovation performance for firms purchasing globally compared to firms purchasing regionally. Practical implications – The implication is that when companies purchase globally, they must have highly developed purchasing department in order to sustain a high level of innovation. For firms purchasing only regionally, the role of the purchasing department is diminished, at least in terms of contributing to innovation. Originality/value – This paper contributes to the discussion of potential advantages and disadvantages of global purchasing. First, the paper provides an explanation for the ambiguous results of previous research. Product innovation does not depend on whether firms are purchasing globally or not, it depends on how they purchase. This paper has showed that when purchasing globally, the role of the purchasing department becomes crucial for product innovation. The proficiency and activities of the purchasing department largely determine the success, in terms of supplier product innovation, of global purchasing.
Walter and Craig (2011) Their paper discusses an overview of relevant sourcing models and their importance for establishing a strategic sourcing decision, how buyer-supplier relationships play a key role in the strategic sourcing decision and key attributes of the various models for strategic sourcing. 


2.5.	GAPS IN LITERATURE 
This research project work is on sourcing and its significance in industrial buying using a case study of Dangote flour mill).  From most of the empirical analysis stated above, it could be seen that most of the empirical evidence points towards purchasing functions of manufacturing firm, purchasing globalization and globalization and concomitant i.e. Kanyarat and Ungul (2017), Michael, Ole and Morten (2015) and Robins & Lars (2015). Given the lack of empirical evidence on  important or strategic outsourcing on recruitment performance therefore there is a research Gap in literature. This research project intends to cover this gap by investigating the impact of strategic outsourcing on organization performance.
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CHAPTER THREE
RESEARCH METHODOLOGY
3.1	INTRODUCTION
Adequate and subsequent information is the lifeblood of decision making and management of on organization.
3.2	RESEARCH METHOD USED
Research design is the strategy and structure conceived in a bid to acquire solutions to research problems; it is also defined as a blueprint for collection, measurement and data analysis (Blumberg, Cooper, & Schindler, 2008). The research design that was employed in this study is the descriptive research design which according to Saunders, Lewis and Thornhill (2012) is a design meant to demonstrate a preference for commencement with and utility of theory in research. Descriptive design requires researchers to gather, present and interpret information for purposes of clarification.
Descriptive research involves collecting data in order to test hypotheses or answer questions regarding the participants of the study. Descriptive study is undertaken to ascertain, explain and describe characteristics of variables associated with a subject population. It seeks to answer questions such as who, what, when, where and how of any provided topic in its wake (Blumberg et al, 2008). This design was chosen because it was more effective in investigating the impact of strategic outsourcing on organizational performance. The dependent variable was organizational performance as measured by sales growth, profitability and market share while the independent variable was strategic outsourcing (cost-driven, innovation-driven or focus-driven).
3.3	SOURCE OF DATA
In carrying out this research work, data was collected from main source.  Main source, namely:
· Primary source and
· Secondary sources
a. Primary Source:  The primary source of collecting data for this research is questionnaire.  The question were structured to provide marketing informational tool in Dangote flour mill limited, the questionnaire were self administrated.
b. Secondary Source:  The secondary source used for this study include quarterly and annual reports of LUBCON plc Ilorin branch, various text books, journal and magazines, some relevant textbooks on purchasing and supply.
3.4	DATA COLLECTION TOOLS
VALIDATED QUESTIONNAIRE
This is the most important method which the researchers used for the collection of data.  It enables the researcher to obtain reliable and detailed information needed to make this write up a complete project.  For this purpose, the researchers combined questions that covered purchasing functions in relation to the right sourcing of the most suitable supplier for raw materials in a manufacturing organization, Dangote flour mill Company, Ilorin.  While designing the questionnaire, the researchers carefully examined and reviewed the sourcing procedure in use and the problems to make sure that the questions covers the subject matter of the project.  To make sure that each respondent answered the question and make it clear to ease recording and analysis of data, copies of the questionnaire were produced and distributed to the respondents and their responses were encouraged.
INTERVIEW
Interview is a method of data collection from people in physical contact, this enables the researchers to interact with those personal concerned with the subject.  Oral interview was designed to gather available and valid or relevant information through responses of the interviewee to a planned sequence of question which wee prepared before the interview.
OBSERVATION
The researcher was able to share in the life and activities of remarkable things being studied during the research work.  The researchers equally, was able to have a panoramic view of the whole purchasing functions and sourcing procedures; also policies of the LUBCON plc Ilorin, for the purpose of this project to see whether there have been changes in their operational method from what it was in the past.

3.5	RESEARCH POPULATION AND SAMPLE SIZE
Population is a discrete group of people, animals or things that can be identified by at least one common characteristic for the purpose of data collection and analysis.  The research population of this study covers LUBCON Company, Ilorin.
SAMPLE SIZE
A sample size is a subset of the population; a sample is drawn through a definite procedure from selecting scientifically rapid sample as well as generalizing from such sample to the total population.
The sample size is determined using Yaro Yamani (1962) formula.
Formula n	=	   N	
   22
1 + N (e2)
Where
n = sample
N = population
e = level of significant or error = 0.05 or 5%
Df = degree of freedom = (r-1) (c-1)
1 = Constant 
n = 60
e = 0.05
n = ?
Input the value into the formular
n =	   N	
   22
1 + N(e2)
n =	          60		
 1 + 60 (0.05)2
n =        60		
1+60 (0.0025)
	n =       60	
                     1.15
	n = 52
3.6	SAMPLING PROCEDURE EMPLOYED
For effective research, the researchers divided the population of LUBCON plc Ilorin, into stratum in order to administer interview with some members in each stratum.  Random sampling is being employed in the sampling procedure.
3.7	STATISTICAL TECHNIQUES
For explicit purpose, the researchers made use of some statistical techniques to analysis the data collected from the respondents especially that of the validated questionnaire the researchers used table and percentages to analyses the data collected from the respondent.


CHAPTER FOUR
4.1	DATA PRESENTATION AND ANALYSIS OF DATA
Analysis is not provided for the first part of the questionnaire as it deals strictly with personal data of respondents.
	This chapter presents the analysis of study findings on the Impact of Strategic Outsourcing on the Organizational Performance using LUBCON plc, Ilorin Kwara State, Nigeria. As a Case study
It is also concerned with the discussion of the data gathered using the questionnaire, clarifying responses according to the characteristics of the respondents with specific references to their bio-data information; it also contains test of hypotheses. A total number of 55 questionnaires were distributed at different levels status and ages. However, out of the 55 questionnaires distributed, only 50 were dully filled and returned the table below gives the statistics.
SECTION A
4.2	DESCRIPTIVE ANALYSIS
Table 1: Kindly indicate your Gender
	Options
	No of Respondents
	Percentage (%)

	Male
	30
	60

	Female
	20
	40

	Total
	50
	100


Source:  Research Survey, 2025
The table above reveals that majority of the respondents are male as shown by 60% while female are 40% of the respondents. This indicates that most of the employees in the organization are males which can be due to the fact that they were believed to be more energetic which is what the job requires.
Table 2: Kindly indicate your Age-Group
	Options
	No of Respondents
	Percentage (%)

	20-30
	30
	60

	31-40
	10
	20

	41-50
	6
	12

	50 and above
	4
	8

	Total
	50
	100


Source:  Research Survey, 2025
The table above indicates that respondents were aged between 20-30 year (60%), 20% were 31-40 years, 12% were between 41-50 years and 8% were between 50 years and above. This implies that the organization employed more of vibrant, active and smart youths that will make the accomplishment of its objective easy.
Table 3: Kindly indicate your Marital Status
	Options
	No. of Respondents
	Percentage (%)

	Single
	15
	30

	Married 
	30
	60

	Divorced
	-
	-

	Widowed
	5
	10

	Total
	50
	100


Source:  Research Survey, 2025
The table above implies that most of the respondents are married as shown by 60% i.e. 30 of the staffs are married, 30% are single, 10% are widowed and none are divorced.
Table 4: Kindly indicate your Educational Level
	Options
	No. of Respondents
	Percentage (%)

	SSCE/GCE
	5
	10

	OND/NCE
	20
	40

	HND/BSC
	10
	20

	Others
	10
	20

	Total
	50
	100


Source:  Research Survey, 2025
According to the findings as shows on the table above, the study found out that most of the respondents have others as shows 25%, due to the responses on the questionnaires sent, the staffs with other specified their various qualifications (ACCA, ICAN, NIM). This implies that most of the staffs in Dangote have way passed the level of OND/DIP, (40%) SSCE/GCE (10%) and HND/BSC (25%). This however indicates that most of the staffs in Dangote flour mill are more skillful and experienced in terms of knowledge.



Table 5: Kindly indicate your Work Experience in years
	OPTIONS
	No. of Respondents
	Percentage (%)

	1-13
	28
	70

	11-20
	12
	30

	21-30
	06
	12

	30 and above
	04
	08

	Total
	50
	100


Source:  Research Survey, 2025
The finding in the table above reveals the service duration of respondents, about 70% showed up in the service range of 1-10 years, 30% showed up in the range of 11-20 years. This implies that more recruitment has taken place within the last 10years.
Table 6: Kindly indicate your Level
	OPTIONS
	No. of Respondents)
	Percentage (%)

	Junior
	25
	50

	Senior
	25
	50

	Total
	50
	100


Source:  Research Survey, 2025
The table above reveals that 50% of the staffs in Dangote are junior staffs and 50% are senior staffs. This implies that the organization has equal of both staff cadre.
SECTION B
The reactions of respondents to other questions are presented and analyzed below.
QUESTION 7:	Which department handles supply sourcing in the company?








Table 7
	OPTIONS
	No. of Respondents
	Percentage of Respondent

	Purchasing
	36
	72%

	Department joint
	12
	24%

	Decision/effort
	2
	4%

	User’s department
	-
	-

	Total
	50
	100%


Source:  Research Survey, 2025
From the above table, it can be clearly seen that a purchasing department of organization handles supply sourcing that any other department in the organization, because 36 of 42 respondents choose purchasing department while 12 respondents which represents 24% agreed with joints decision/effort, 2 respondents who represent 4% agreed with users department.  Therefore, it shows that purchasing department handles supply sourcing in the company.
QUESTION 8:	Does the company operate single sourcing or multiple sourcing policies?
Table 8
	OPTIONS
	No. of Respondents
	Percentage of Respondent

	Single sourcing
	10
	20%

	Multiple sourcing
	40
	80%

	Total
	50
	100%


Source:  Research Survey, 2025
It can be seen clearly from the above table that 10 respondents representing 20% of the respondent rely on single sourcing policy while 40(80%) which is the larger percentage of the respondents operate multiple sourcing policy.  Therefore, it shows that the company operates multiple sourcing policies.
QUESTION 9: Does the company has a particular standardized quality system?
Table 9
	OPTIONS
	No. of Respondents
	Percentage of Respondent

	Yes
	48
	96%

	No
	2
	4%

	Total
	50
	100%


Source:  Research Survey, 2025
From the above presentation, we were made to believe that most manufacturing organizations have a standardized quality control system.  Only 2(4%) out of the respondents disagreed with the fact.  48 respondents representing 96% agreed positively.
QUESTION 10: If yes, which of the following supplier evaluation method is been used?






Table 10
	OPTIONS
	No. of Respondents
	Percentage of Respondent

	Record
	14
	28%

	Performance reputations
	2
	4%

	Personal visit
	2
	4%

	Appraisal
	32
	64%

	All of the above
	-
	-

	Total
	50
	100%


Source:  Research Survey, 2025
It can be clearly seen that all the companies use record of performance, reputation and personal visit and appraisal in evaluating their suppliers.  Even though 28%, 4% and 4% of the percentage of respondents go for record of performance, reputation and personal visit and appraisal respectively, they still believe in using all of the above suggestion.
Therefore, 32 of the respondent with 64% which is the largest percentage prefer all the above.
QUESTION 11: Who is responsible for the supplier assessment exercise in the company?
Table 11
	OPTIONS
	No. of Respondents
	Percentage of Respondent

	The purchasing officer
	26
	52%

	The user
	2
	4%

	Combined effort
	22
	44%

	Total
	50
	100%


Source:  Research Survey, 2025
The above table indicates that the purchasing officer is responsible for supplier assessment exercise in manufacturing organization.  26(52%) out of the 50 respondents agreed on this fact while 22(44%) agreed that combined effort is being used and one indicate the user.
Therefore, 26 of 50 respondents with 52% agreed that the purchasing officer is responsible for assessment exercise in the company.
QUESTION 12: Has ISO stipulated any measures to curb illegal buying?
Table 12
	OPTIONS
	No. of Respondents
	Percentage of Respondent

	Yes
	45
	90%

	No
	5
	10%

	All of the above 
	-
	-

	Total
	50
	100%


Source:  Research Survey, 2025
From the above table, it is clearly seen that most of the organizations does not agreed that ISO stipulated measure of curb on illegal buying with 30(60%) and 25 respondents, while 40% of the respondents agreed respectively.
Therefore, from the table majority of the respondents does not agree.
QUESTION 13: Does buying lack professional application?
Table 13
	OPTIONS
	No. of Respondents
	Percentage of Respondent

	Yes
	38
	76%

	No
	12
	24%

	Total
	50
	100%


Source:  Research Survey, 2025
It can be clearly seen from the above table that buying lack professional application.  Only 24% of the respondent disagreed with this act.  Therefore, 38 respondents with 76% agreed that buying lack professional application in the company.
QUESTION 14: How often do you search source of supply of materials?
Table 14
	OPTIONS
	No. of Respondents
	Percentage of Respondent

	Quarterly
	30
	60%

	Annually
	20
	40%

	Total
	50
	100%


Source:  Research Survey, 2025
From the above table, 30 respondent representing 60% of the respondents agreed that search for sources of supply is carried out quarterly while 20 of the respondents representing 40% of the total respondents shared the opinion of annually search.
However, the respondent said that there is no fixed period upon which suppliers should be searched for; it could be monthly, quarter or annually.
QUESTION 15: Does your company source locally or internationally?



Table 15
	OPTIONS
	No. of Respondents
	Percentage of Respondent

	Locally
	4
	8%

	Internationally 
	2
	4%

	Both method
	44
	88%

	Total
	50
	100%


Source:  Research Survey, 2025
From the above table, it was gathered that firms makes purchases both locally and internationally, because 44 respondent representing 88% agreed on it.  While only 4 respondent representing 8% source locally, 2 of the respondents representing 4% source internationally, therefore, it shows that the company source both locally and internationally.
QUESTION 16:Is purchasing a unit under a department or a department on its own?
Table 16
	OPTIONS
	No. of Respondents
	Percentage of Respondent

	Unit
	12
	24%

	Department
	38
	76%

	Total
	50
	100%


Source:  Research Survey, 2025
From the above table, it is clearly seen that purchasing stands.  As a department in most manufacturing company 38 of the respondents which respondents which representing 76% of the respondents shared the opinion that purchasing stands as a unit in an organization.  Therefore, it shows that purchasing is a department on it own.
QUESTION 17:	Do you carry out supply market research in your company?
Table 17
	OPTIONS
	No. of Respondents
	Percentage of Respondent

	Yes
	46
	92%

	No
	4
	8%

	Total
	50
	100%


Source:  Research Survey, 2025
From the above, 46 respondents, representing 92% of the total respondents shared the opinion that manufacturing organization do carry out supply market research, while 4 respondents, representing 8% were of contrary opinion.  Therefore, it is crystal clear that the company does carry out supply market research.
QUESTION 18:	Does incoming goods inspected?
Table 18
	OPTIONS
	No. of Respondents
	Percentage of Respondent

	Yes
	50
	100%

	No
	-
	-

	Total
	50
	100%


Source:  Research Survey, 2025
The table shows that 50(100%)of the total respondents agreed that in-coming materials is inspect, therefore, it shows that incoming materials are inspected.
QUESTION 19:	How are orders been placed in your company?
Table 19
	OPTIONS
	No. of Respondents
	Percentage of Respondent

	Through local purchase
	50
	100%

	Through verbal instruction
	-
	-

	Total
	50
	100%


Source:  Research Survey, 2025
The above table indicates that the orders made in manufacturing organization are been place through the use of local purchase order (LPO) and purchase order for both local and international purchase.  Therefore it is agreed by 25 respondents representing 100% of the total respondents.
20: Does strategic outsourcing has positive impact on the organizational performance?  
	OPTIONS
	No. of Respondents
	Percentage (%)

	Yes 
	48
	96

	No
	2
	4

	Total 
	50
	100


Source: field survey, 2025
The above table indicates that 48 respondents (96%) asserted the strategic outsourcing has positive impact on the organizational performance while 2 respondents representing 4% of respondents disagreed with the statement. These shows that majority of the respondents agreed that strategic outsourcing has positive impact on the organizational performance  
.2	HYPOTHESIS TESTING
The portion of the research work was mean to test the validity of the earlier hypothesis formulated so that decision can be taken as to whether to accept or reject according to the hypothesis that was formulated in chapter one.	
Null hypothesis (Ho) Strategic outsourcing does not have any impact on the organizational performance.
	Alternative hypothesis (Hi) Does strategic outsourcing has positive impact on the organizational performance.				         E
∑ = summation
O = observation frequency 
E = Expected frequency
Table 4.2.1: from the mathematics analysis for further explanation of the hypothesis
	
Options
	O
	e
	o-e
	(o-e)2
	(o-e)x2

	Agree
	48
	10
	38
	144
	144.4

	Disagree 
	2
	10
	-8
	64
	6.4

	Total
	50
	
	
	
	150.8


Sources: complied by the researcher: 2025
e = No of columns – 1 = 5 – 1 = 4
Degree of freedom = DF2
Critical Value (X2) – 4 d.f 0.05 = 150.8 > X2 (9.488)
Decision Rule: Since the test statistics X2 (150.8) is > X2 (9.488) from the distribution table, the Ho (Null Hypothesis) which state that Strategic outsourcing does not have any impact on the organizational performance is rejected, While the Hi (Alternative Hypothesis) which state that strategic outsourcing has positive impact on the organizational performance is accepted.










CHAPTER FIVE
SUMMARY, CONCLUSIONS AND RECOMMENDATIONS
5.1	SUMMARY OF FINDINGS

From the findings, it is observed that management must ensure that business has sufficient working capital.  Too little will result in cash flow problems by an organization exceeding it agree overall limit, finding to pay suppliers in time, and being unable to claim for prompt payment in the long run, business with insufficient working capital will be unable to meet its current obligation and would be forced to cease trading even if remain profitable on paper.  On the other hand if an organization ties too much of its resources in working capital employed again, this is not a desirable situation.
Moreover a company stands a better chance of increasing its profitability of proper attention is given to the management of working capital.  The better a company manages its working capital, the less the company needs to borrow.  Even companies with cash purpose need to manage its working capital properly to ensure that those that surpluses are invested in such a way that generate suitable returns for the company.
The findings made in the course of conducting this study include 
· That sourcing policies of the company was based on multiple sourcing.
· That supplier are evaluated based on difference criteria such as record of performance, reputation, personal visit and appraisal 
· To evaluate effective operation of purchasing function, a separate purchasing department was establish to manage and coordinate all purchasing related activities.
· That the company ensure strict compliance with established ISO provision on product standard 
· That purchasing department of the case study was being manage and coordinated by adequate number of professional qualified staff.
· That the organization understudy practice dual sourcing (i.e employ both local and international sourcing) 

5.2	CONCLUSION
From the result of the findings made it is very glearing that strategic outsourcing is vital not only on the ground of enhancing organization performance,, this very important due to the highly competition nature of the business environment. Strategic outsourcing can help an organization to develop its competitive position and improve its performance relative to other competitors in the market.
	Strategic outsourcing is also vital to organizational survival. This because as its impact position organizational performance and organization will be able to withstand the competitive threat from the other competitors.
Conclusively no contemporary firms can perform effectively and efficiently without strategic outsourcing.      
5.3	RECOMMENDATIONS
Based on the result of our findings, the following recommendation is also is made;
· Managing inventory is a juggling act. Excessive stocks can place a heavy burden on the cash resources of a business.  Insufficient stock can result in lost sales, delays for customer’s etc.
· In view of this, Dangote flour mill limited should manage its inventory properly and maintain an optimum stocks level.
· In addition, proper cash planning is a key to the survival of business firms.  This entails the preparation of cash budget which indicate the flow of receipt and payment in and out of the business and forecast period of surplus and deceit cash balance thereby reducing the level of uncertainty.  With respect to Dangote flour mill limited, should develop proper cash planning.
Cash flow can be significantly enhanced it the amount owing to a business are collected faster.  Every business needs to know who owe them money, how much is owed.  Late payment erodes profits and cash lead to bad debts.  Therefore, it is recommendation that Dangote flour mill limited company should compare the associated benefits of grating credit with the cost involves before granting it.
Constant review of policies on strategic outsourcing in the high changing circumstances.
There should be established training program to equip an update the knowledge of the staff in order to enhance their performance. 
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Appendix 
QUESTIONNAIRE ON SOURCING FOR THE MOST SUITABLE BUYING IN MULTI-NATIONAL COMPANY (CASE STUDY: LUBCON COMPANY, ILORIN, AND KWARA STATE.
SECTION A
Please tick the appropriate answer
1. How old are you?	(a)  20 – 30  (     )	(b)  31 – 40 (     )	(c) 	41 – 50 (     )	(d)  51 and above (     )
2. Sex:	(a)  Male (     )	(b)  Female (     )
3. Marital Status:(a)  Single (     )(b)  Married  (     )	(c)  Divorced (     )
4. Qualification: (a)  Graduate (     )	(b)  School Certificate (     )	(c)  Peasant (     )
5. How many years have you spent with the organization? (a)  1 – 10 years  (     )(b)  11 – 20 years (     )	(c)  21 and above (     )
SECTION B
Tic the appropriate options from those provided in the following boxes.
1. Which department handles supply sourcing in the company? (a)  Purchasing development (     )	(b)  Joint discussion (     )	(c)  User’s department(     )
2. Does the company operate simple sourcing or multiple sourcing policies? (a)  Single Sourcing  (     )	(b)  Multiple sourcing(     )
3. Does the company have a particular standardized quality control system? (a)  Yes  (     )	(b)  No(     )
4. If yes, which one of the following supplier evaluation method is been used or practice? (a)  Record of performance  (     )	(b)  Reputation (     )  (c) Personal visit and appraisal   (     )  (d) All of the above (     )
5. Who is responsible for the supplier assessment exercise in the company? (a)  The purchasing officer only   (     )	(b)  The user  (     )   (c)   Combined efforts (     )
6. What are some of the materials being procured by your company? (a)  Stationeries (     )	(b)  Raw materials  (     )   (c)  Text, parts and components (     )  (d)  All of the above  (     )
7. Is raw materials the major materials used in your company? (a)  Yes  (  )(b)  No  (  )
8. If yes, how often does your company procure them? (a)  Weekly (     )  (b)  Monthly  (     )  (c)  Quarterly  (     )  (d)  Annually  (     )
9. How often do you search for source of supply of raw materials? (a)  Quarterly  (     )  (b)  Annually  (     )
10. What kind of end-product does your company produces? (a)  Consumable goods (  )  (b)  Tools, parts and components(  )  (c)  Industrial goods (     )  
11. Does your company source locally or internationally? (a)  Locally (     )  (b)  Internationally (     )  (c)  Both method (     )  
12. What buying techniques are I are being used for procuring raw materials? (a)  Ordering  (     )  (b)  Blanket ordering  (     )  (c)  Contract purchase (     )  (d)  Spot buying  (     )  (e)  Tendering (     )
13. Who are the purchase decision makers of raw materials in the company? (a)  Buyer only  (     )  (b)  Buyer in conjunction with other managerial only (     )  (c)  Management only(     )  (d)  User’s department(     )
14. Is purchasing a unit under a department or a department on its own? (a)  A unit  (     )  (b)  A department(     )  
15. Do you carry out supply market research in your company? (a)  Yes  (     )(b)  No  (     )
16. Are incoming materials inspected? (a)  Yes  (     )(b)  No  (     )
17. If yes, by who? (a)  Inspection department (     )(b)  Production department (     )  (c)  Purchasing department (     )
18. How are orders been placed in your company? (a)  Through local purchase order (     )	(b)  Through verbal instruction (     )
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