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Implementing a centralised procurement strategy for global supplier base
management

Bjørn Skjønning Andersena and Melanie E. Kreyeb

aDepartment of Technology, Management and Economics, Technical University of Denmark, Kgs. Lyngby, Denmark; bSchool for Business
and Society, University of York, York, UK

ABSTRACT

This research investigates how a global engineering firm can implement a centrally managed, globally
integrated supplier base. Based on in-depth evidence from a single longitudinal case study, we iden-
tify different approaches for the case company to integrate their local supplier base into a multi-step
process: first, the company attempted supplier base reduction by ‘cutting the tail’ off a vast supplier
base. Second, they prioritised suppliers based on groupings and importance across the global supply
network. Third, the case company tested supplier relationship management with a small selection of
suppliers, resulting in improving their own delivery performance. Based on these insights, we propose
a conceptual framework of global supplier base management. We discuss this framework in relation
to the supply management and global operations literature. This paper contributes to the operations
and supply chain management literature by offering an initial understanding for global sourcing strat-
egies through integrating a previously localised supplier base into a globally consistent approach to
managing the supplier base.
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1. Introduction

Many global engineering firms, such as Grundfos, Rolls

Royce, and Volvo, seek to globalise their supply chain

through a centralised sourcing strategy and a consistent

approach to managing their supplier base (Mazahir and

Ardestani-Jaafari 2020; Salimian, Rashidirad, and Soltani 2021,

2017; Ferdows 2018; Kreye 2022). As these companies have

grown and dispersed their processes across a global network,

their supply management has often been similarly dispersed

and localised (Erfurth and Bendul 2018). While engineering

and production processes have matured and developed into

advanced production and engineering networks, supply strat-

egies have often remained localised (Erfurth and Bendul

2018; Pana and Kreye 2021; Choi and Krause 2006). This can

create difficulties in procurement as supplier relationships

are often managed ad hoc based on local needs and man-

aged in a globally inconsistent way (Rudberg and Martin

West 2008). As a result, global engineering firms face an

advanced global engineering network coupled with an

immature supply network, characterised by locally managed

supplier bases without a globally consistent overview or

management approach. However, globalising these supply

networks and their management offers potential benefits for

increasing their comparative advantage by utilising dispersed

capabilities (Friesl and Silberzahn 2012) and increasing global

efficiency (Shi and Gregory 1998) as a response to competi-

tive pressures (Sun and Pang 2017). As such, incentives to

globalise sourcing strategies are increasing, and their effect

on supply chain management is becoming increasingly

evident.

While research on supplier base management and sup-

plier relationship management has advanced significantly in

recent years (Delbufalo 2017; Salimian, Rashidirad, and

Soltani 2021), little research has addressed the creation of a

globally consistent approach to managing a global supplier

base in a global engineering firm. Existing works instead

highlight the need to begin efforts to manage the number

of firms within the supplier base (Holmen, Pedersen, and

Jansen 2007; Gadde and Snehota 2019; Dubois, Gadde, and

Mattsson 2021). To this end, firms must identify an appropri-

ate number of suppliers to enable the creation and manage-

ment of meaningful long-term and strategic relationships

(Delbufalo 2017; Formentini et al. 2019). In addition, some

supply chains see an increase in localisation of sourcing

through reshoring, a trend accelerated through recent dis-

ruption event, such as the Covid-19 pandemic and Brexit

(Hoek and Dobrzykowski 2021). We argue that the supplier

base—specifically, the number of suppliers in the supplier

base—represents a meaningful starting point for globalising

supply chain management efforts in global engineering com-

panies, aligning with similar argumentation in the literature

(Cousins 1999; Gadde and Snehota 2019; Dubois, Gadde, and

Mattsson 2021). Specifically, this research seeks to answer

the following research question (RQ): How can a global
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engineering firm create a globally consistent approach to

managing its global supplier base?

This research responds to calls for further investigations

into global operations, which represents an understudied

and underreported area within operations management (OM)

literature (Ferdows 2018). Similarly, Zhang and Gregory

(Zhang and Gregory 2011) point out that a uniform under-

standing of global engineering operations and how to

design and operate global engineering networks is also lack-

ing in the literature. Presenting in-depth evidence from a sin-

gle longitudinal case study, we address this gap by

investigating how the approach to managing a locally dis-

persed set of suppliers can be integrated into a globally con-

sistent way through supplier base reduction and supplier

prioritisation, creating global performance management.

Based on these insights, we propose a conceptual framework

of global supplier base management.

The contributions of this work arise from the combination

of supplier relationship management (Park et al. 2010;

Delbufalo 2017; Formentini et al. 2019) and global operations

management (Cheng, Farooq, and Johansen 2015; Ferdows

2018). We propose a framework for integrating a global sup-

plier base in a global engineering firm based on our empir-

ical work and both literature streams—supplier relationship

management and global operations management—offering

important insights for researchers and guidance for manag-

ers in the process.

2. Literature review

2.1. Global engineering operations

Global engineering operations describes internationally dis-

persed production or service processes within a network of

coordinated and controlled individual units (Rudberg and

Martin West 2008; Zhang and Gregory 2011). Global engin-

eering firms engineer the products they sell, ranging from

design, (part) production, assembly, and distribution of their

products within a global network of connected subsidiaries

and suppliers. Global engineering accordingly covers a broad

range of topics related to product design (Park et al. 2010),

global production (Rudberg and Martin West 2008), and sup-

ply chain management (Lambert and Schwieterman 2012). In

turn, procurement at global engineering firms is often highly

complex with a need to balance global concerns of efficiency

and consistency with local concerns of flexibility, heterogen-

eity and innovativeness (Steinle and Schiele 2008).

Global engineering companies face specific challenges

regarding procurement and supply chain management, cre-

ating the setting for researching the topic of large supplier

bases (Choi and Krause 2006; Dubois, Gadde, and Mattsson

2021) and supply chain configurations (i.e. the level of glo-

balisation or localisation, collaboration, and partnerships con-

cerning suppliers) in order to strategically select suppliers

and manage supply risk. To begin with, global engineering

companies face a geographically dispersed and heteroge-

neous set of suppliers (Erfurth and Bendul 2018). For

example, suppliers can range from small commodities, such

as fasteners, to functional units for the final product that

may require co-design and development, such as large cast-

ings or specialised materials for wear parts in large industrial

machinery. The total number of suppliers often reaches

many thousands. Finally, the decision-making power in glo-

bal engineering firms is often dispersed as well (Zhang and

Gregory 2011). Strategic choices regarding supplier selection

may reside in a centralised unit (e.g. global procurement)

while the management of supplier contact and relationships

often occurs between engineers and local managers (Zhang

and Gregory 2011). In other words, a single point of respon-

sibility often does not exist.

In turn, these challenges create difficulties in implementing

supplier relationship management in practice and often

raise issues for global engineering companies regarding how

to approach supplier relationship management. Supplier

relationship management concerns the creation of close col-

laborative relationships with suppliers (Lambert and

Schwieterman 2012), which aims to create joint competitive

advantage (Dyer and Singh 1998) through joint product devel-

opment or innovation, or joint resource investment and cre-

ation (Kreye and Perunovic 2020). Despite this, global supplier

base management remains underreported in the engineering

supply chain literature (Sabri, Micheli, and Cagno 2022). This

constitutes a gap that this paper seeks to address.

2.2. Supplier base management

To enable effective supplier relationship management, a

focal firm requires a ‘manageable’ supplier base (Eggert and

Ulaga 2010) as well as the capabilities to manage close rela-

tionships with some of these suppliers (Eggert and Ulaga

2010; Miocevic and Crnjak-Karanovic 2012). An organisation’s

supplier base constantly evolves as supplier relationships

emerge, become closer, and terminate (Kreye and Perunovic

2020; Gadde and Snehota 2019; Dubois, Gadde, and

Mattsson 2021). As such, active management of the supplier

base represents an important task for supply chain manage-

ment (Salimian, Rashidirad, and Soltani 2021). A supplier

base can be defined as those companies from which a focal

organisation purchases its goods and services (Gadde and

Snehota 2019) and which it actively manages (Dubois,

Gadde, and Mattsson 2021). Furthermore, a supplier base

constitutes a ‘most significant knowledge reservoir for the

buying firm, as it contains a much more extensive set of

resources than the resources available within the own com-

pany’ (Gadde and Snehota 2019). As such, suppliers make

significant contributions to focal organisations’ efforts regard-

ing, for example, innovation, manufacturing, product devel-

opment, service development, and delivery of quality (L. M.

Ellram and Ueltschy Murfield 2019; Ramirez Hernandez and

Kreye 2021; Johnsen 2009; Schoenherr and Swink 2012;

Holmen, Pedersen, and Jansen 2007; Dubois, Gadde, and

Mattsson 2021).

One of the core questions of supplier base management

concerns supplier integration in terms of selecting an appro-

priate number of suppliers (Faes and Matthyssens 2009;

Dubois, Gadde, and Mattsson 2021). Specifically, globally

operating engineering firms often pose a particularly

2 B. S. ANDERSEN AND M. E. KREYE



challenging setting for supplier integration (Choi and Krause

2006; Faes and Matthyssens 2009; Holmen, Pedersen, and

Jansen 2007) due to the large, globally dispersed, and het-

erogeneous supplier base (see also Section 2.1). This ques-

tion can be linked to two important concerns. First, the

number of suppliers in the supplier base may need to be

reduced (Pressey and Mathews 2003; Eggert and Ulaga 2010;

Holmen, Pedersen, and Jansen 2007), especially when inte-

grating a large set of local suppliers into a globally and cen-

trally managed supplier base (Feldmann and Olhager 2019).

However, the choice of which suppliers to deselect from the

supplier base may not be straightforward, especially in a glo-

bal context, where the role and importance of local suppliers

may not be recognisable by geographically and operationally

removed organisational units. Second, the supplier base

needs to be managed over time, relating to the supplier

base’s long-term sustainability as a useful basis for supply

chain management in the global engineering firm (Gadde

and Snehota 2019; Dubois, Gadde, and Mattsson 2021). In

turn, this may create an incentive to increase the number of

suppliers in the global supplier base by periodically adding

suppliers for new product parts or new developments (e.g. L.

Ellram and Tate 2015; Ramirez Hernandez and Kreye 2021).

Therefore, the need to balance maintaining a supplier base

that is small enough to be manageable and large enough for

increased sourcing flexibility may form a central constraint

for implementing a global strategy for supply chain

management.

2.3. Conceptual framework

To investigate our research question, ‘How can a global

engineering firm create a globally consistent approach to

managing its global supplier base?’, we present an initial

conceptual framework as depicted in Figure 1. The frame-

work shows how a global procurement strategy drives sup-

plier base integration to create global performance effects.

The global procurement strategy is operationalised through

creating a globally consistent approach to managing the

supplier base (Rudberg and Martin West 2008) and forms the

starting point for this research. In this sense, the term ‘global’

refers to the strategic integration of various approaches to

managing a globally dispersed supplier base rather than geo-

graphic location or other operational decisions. Supplier base

integration can be operationalised through supplier base

reduction (Pressey and Mathews 2003; Eggert and Ulaga

2010; Holmen, Pedersen, and Jansen 2007) and supplier base

evolution (Gadde and Snehota 2019; Dubois, Gadde, and

Mattsson 2021), as outlined in more detail in Section 2.2.

Supplier base integration constitutes the main focus of this

work. Global performance effects focus particularly on poten-

tial efficiency gains of procurement through economies of

scale in working with suppliers (Zhang and Gregory 2011) as

well as the ability to build a meaningful basis for

supplier relationship management through creating closer

relationships with a long-term orientation (Lambert and

Schwieterman 2012). Global performance effects stand in

contrast to local performance effects such as the potential

loss of a locally preferred suppliers (Steinle and Schiele 2008)

or reduced flexibility in locally choosing a suitable supplier

(Hoek and Dobrzykowski 2021). However, these local per-

formance effects are outside of the scope of this research.

Our goal is to investigate the characteristics and role of sup-

plier base integration within the setting of global engineer-

ing firms. To this end, we depart from current frameworks of

supplier base management and evolvement (Holmen,

Pedersen, and Jansen 2007; Gadde and Snehota 2019;

Dubois, Gadde, and Mattsson 2021) by expanding and elabo-

rating on them to fit the context of global engineering. We

use this conceptual framework to guide our empirical study

as described in more detail in the following section.

3. Method

With the strong business relevance of our research question,

we present longitudinal evidence from a single case deriving

from the strategic decision to implement supplier relation-

ship management (SRM). Longitudinal research was chosen

for this effort based on its suitability for studying the chal-

lenges in global operations (Ferdows 2018), thereby over-

coming issues of data availability and complexity.

Furthermore, embedded longitudinal research tackles

research objectives in real organisational contexts where

research can otherwise be difficult, expensive, or impossible

to replicate (Romano and Formentini 2012). In addition, we

chose a single case study to enable rich and in-depth discus-

sions of the complex internal and external considerations

related to supplier base management (Lambert and

Schwieterman 2012), including the global organisational hier-

archy, heterogeneity of suppliers (Erfurth and Bendul 2018)

and local and global procurement needs (Rudberg and

Martin West 2008). The study process represents a joint effort

between the researcher(s) and practitioner stakeholders to

find solutions through an iterative process of interim learn-

ings and development (Childe 2011; Coughlan and Coghlan

2002).

Figure 1. Conceptual framework for investigating our research question.
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3.1. Case selection

The case company was selected based on theoretical selec-

tion criteria for this research. First, the case company com-

prises a global engineering firm with a dispersed global

network of engineering-related activities, including product

design and development (Park et al. 2010), production

(Rudberg and Martin West 2008), service provision (Pana and

Kreye 2021), and supply chain management (Lambert and

Schwieterman 2012). This aligns with typical characterisations

of global engineering (Zhang and Gregory 2011). Second,

the company has been implementing a global strategy in its

global organisation, striving for a more centralised approach

to managing its operations (Rudberg and Martin West 2008;

Zhang and Gregory 2011). This includes a global purchasing

strategy aimed at creating a globally consistent approach to

managing the supplier base (Rudberg and Martin West

2008). Third, the case company was in the process of imple-

menting a more relational approach to managing supplier

relationships in their global setup, aligned with descriptions

in the supplier relationship management literature

(Formentini et al. 2019). This aligns with the secondary global

performance effect of conceptual framework (creating a basis

for supplier relationship management. The case company

thus constitutes an appropriate example for investigating our

research question.

The case company is headquartered in Denmark and

operates within the global heavy equipment and plant man-

ufacturing industries. In addition to the headquarter (HQ),

the company has offices in seven regions and multiple sub-

sidiaries globally. Traditionally, the case company has

sourced most of its products and product parts from low-

cost countries, following long stretches of outsourcing activ-

ities. Most suppliers were chosen locally based on specific

requirements and existing relationships. This approach has

resulted in a large supplier base with low synergies across

the global supply chain.

The focus of this research concerns the procurement

department of the case company, who was responsible for

managing the set of supplier relationships with the supplier

base consisting of first-tier suppliers. This represents an

appropriate unit of analysis, as they had already identified

supplier base management as a business process they

wanted to implement in a continued move towards more

strategic procurement. Following strategic evaluations, the

case company initiated an internal programme for strategic

procurement aimed at integrating their supplier base and

developing an approach for global SRM in 2017. This pro-

gramme was implemented through three focussed projects

relevant for this research—namely, supplier base reduction,

supplier rationalisation, and delivery performance. Other proj-

ects included in the programme, such as the creation and

management of a supplier database, including performance

data, supplier scorecards, supplier sustainability screenings,

and supplier financial monitoring, culminated in the three

investigated projects, and were thus indirectly included in

our investigations. Additionally, one of the researchers had

followed this programme closely since January 2019 and

completed important programme tasks.

3.2. Data collection

Multiple sources of data were collected, including semi-

structured interviews, presentations given in the case

company’s procurement department, observations, and par-

ticipation in various programmes related to SRM (Yin 2018).

As one of the researchers was closely involved with the case

company’s strategic procurement programme, rich data were

collected throughout the process of creating a globally con-

sistent approach to managing the supplier base via embed-

dedness and organisational participation. This enabled the

collection of rich observational data in addition to secondary

data throughout the process from March 2019 to June 2021.

This longitudinal data set was complemented by retrospect-

ive semi-structured interviews with core respondents (Childe

2011) enabling a targeted time to reflect on the process and

core learnings. The core respondents were within the case

company’s global procurement department and were chosen

based on their experience and expertise in the field. The

interviews provided the opportunity to understand the inter-

viewees’ experiences and contextual setting through discus-

sion, as well as to further clarify possible assumptions and

misunderstandings. Interviewees were selected based on

their immediate relevance to the strategic procurement pro-

gramme—specifically to the supplier base integration—and

included the procurement group level and regional procure-

ment managers. A total of 12 semi-structured interviews

were accordingly conducted, as listed in Table 1. The inter-

views were guided by an interview protocol focussing on

supplier selection and managing supplier relationships over

time (see Appendix A). The interviewees were asked to

reflect on both the current state of these topics and how

they envisioned them in the future. The interviews were con-

ducted face-to-face over videoconference in the first half of

2021. They averaged 30min in length and were recorded

and transcribed for analysis. These multiple sources of data

enabled the researchers to establish a chain of evidence for

construct validity (Gibbert, Ruigrok, and Wicki 2008).

3.3 Data analysis

The unit of analysis is the purchasing function responsible

for global supplier base management by the case company’s

procurement department. The data were coded iteratively

based on the RQ and knowledge from the literature review.

The semi-structured interviews were employed as a gateway

to the otherwise unstructured and rich longitudinal case

data (Table 1). These transcribed interviews were initially

coded deductively based on four aggregated thematic cate-

gories from the SRM literature—namely, purchasing strategy,

supplier selection, collaboration, and supplier assessment

and development (Park et al. 2010). Following this, each the-

matic category was coded in more detail based on an

inductive process for more detailed analysis, resulting in

more than 50 initial descriptive codes. This step led the

researchers to focus specifically on supplier selection follow-

ing the implementation of a global procurement strategy, in

turn resulting in an iterative reframing of the research focus

4 B. S. ANDERSEN AND M. E. KREYE



on supplier base integration. The longitudinal primary and

secondary data were employed to triangulate the initial

descriptive codes and to confirm and enrich the developed

insights and identify the longitudinal process related to a

global procurement strategy, supplier base reduction, sup-

plier prioritisation, and global performance effects. The itera-

tive process enabled the researchers to develop a

progressive understanding and interpretation of the com-

bined empirical data. Through this process, the authors com-

bined emerging insights with the literature, exploring

concepts beyond SRM to develop an increasingly abstract

understanding to answer our research question. Figure 2

depicts the coding tree, representing how primary codes,

secondary codes, and aggregate themes relate. This iterative

process, based on empirical data and the literature, facili-

tated theory building (Miles, Michael Huberman, and Salda~na

2014, 292–293) and ensured internal validity by connecting

emerging insights to theory-related concepts (Gibbert,

Ruigrok, and Wicki 2008).

4. Findings

4.1. Procurement strategy

The case company’s purchasing strategy reflects their corpor-

ate strategy, being anchored in the market and stakeholder

needs with the goal of ‘delivering sustainable productivity to

our customers’ and value to the company (internal case

company strategy overview document). Until 2016, the case

company focussed on cost savings through price negotia-

tions, with decentralised sourcing run by each of the seven

regions. This means that the case company purchased the

same type of product from various different suppliers based

on the individual regions’ local knowledge and sourcing

capabilities. The shift towards a more globalised procure-

ment strategy started in 2016 because ‘we needed a strategy

strengthening our procurement organisation, focussing more

on performance management, talent, procurement roles and

how we collaborate… since 2016, we have aligned our pro-

curement organisation with all regional procurement heads

reporting directly to our CPO [central procurement office]’

(internal procurement strategy document).

As part of the move towards a global procurement strat-

egy, the case company wanted to stop the constant addition

of new suppliers by creating a manageable, transparent glo-

bal supplier base. The SRM programme manager describes

this as follows: ‘If they [procurement] just evaluate and think

about why a certain supplier is chosen, and if we already

have a supplier in our portfolio we can use, [I hope that we]

get away from selecting suppliers locally and where we find

[new] suppliers that we will not use much in the future and

that add to our portfolio all the time. So, in short, [I hope]

that we take control over who we use’. This reflection dem-

onstrates the complex interaction between reducing the sup-

plier base and managing it over time by establishing a

standardised approach to selecting suppliers. Globalisation of

Table 1. Summary of data collection.

Focussed projects within the strategic
procurement programme

Observational data (workshops and
meetings) Secondary data (documents, etc.)

Complementary interviews
(retrospectively encompassing

all focussed projects)

Supplier base reduction
January 2019 to January 2020

Monthly workshops with global and
regional procurement managers to
determine what suppliers to cut.

Weekly planning meetings in the
project management group.

Main research was participant in the
project management group.
Gathering and managing data
from workshops.

Programme flow chart.
Internal supplier lists containing

spend details.
Internal supplier grouping lists.
Meeting notes.

Senior procurement manager.
SRM programme responsible.
Global category manager 1.
Global category manager 2.
Global category manager 3.
Regional sourcing head.
Regional category manager.
Regional team leader procurement.
Regional sourcing manager 1.
Regional sourcing manager 2.
Regional sourcing manager 3.
Regional buyer.

Supplier base evolution
January 2020 to January 2021

Monthly meetings with each of eight
category teams to determine
supplier preferred status, transfer
spend, and monitor supplier
performance.

Weekly meeting with programme
owner to determine programme
parameters.

Update on needs regarding supplier
dashboard changes from category
teams.

Main researcher was the programme
lead and workshop lead, reporting
to programme owner.

Internal supplier dashboards with
global supplier performance data.

Internal documents containing
change of supplier status.

Meeting notes.

Global performance effects Monthly update on delivery
performance and status of agreed
actions to internal supplier lead.

Project team supports supplier leads
on an ad-hoc basis to update
improvement plans in the
dashboard.

Main researcher had no direct
involvement in programme, but
access to dashboards.

Dashboard with delivery performance
and agreed actions for each
supplier in programme.

Programme introduction material
sent to suppliers and supplier
leads in the programme.
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supplier base management requires consideration of not

only the heterogeneous geographic needs, but also the dif-

ferent business functions. Global category manager 3

described this as follows: ‘It can do no good that we in pro-

curement—like now—go out and say we have to save a lot

of money, but our colleagues in engineering and product

line management are fairly content with the prices. It is

more important for them to ensure proper agreements or

conditions with the suppliers on the collaboration front’. This

indicates the different supply needs in the different depart-

ments of the case company, which, in turn, requires consid-

eration in the global supplier strategy.

Ultimately, the value of this global integration would be

to increase supplier cooperation to increase the value pro-

vided to the case company. As the senior procurement man-

ager explained, ‘If you want to work with supplier

collaboration and improve the processes at the supplier, look

at their setup, look at their supply chain, look at value engin-

eering. It demands something different from you; it takes

more time, you need patience to work with this, but it has a

better effect’. This indicates that the case company had iden-

tified the potential value of SRM for their business with a

changing focus in procurement away from the traditional

emphasis on execution and cost savings. To achieve these

potential benefits, the company underwent a multi-year pro-

cess of supplier base reduction, supplier prioritisation, and

delivery performance improvement, subsequently realising

benefits of global supply management.

4.2. Supplier base reduction

Initially, the case company attempted to reduce the massive

global supplier base by 30% in each region. This effort aimed

at ‘cutting the tail’ off low-spending local suppliers and

semehtetagerggAsemehtredro-dnoceSsedocredro-tsriF

Alignment with corporate strategy

Value engineering

Sustainability

From project to product business
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Lack of resources

Savings vs partnership strategy

Many new suppliers being created
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Global supplier base opaque to business

Transac�onal supplier rela�onships

Approved suppliers based on customer needs

Local vs global lead �me records

Supplier interac�ons and communica�on

Crea�on of supplier groups 

Reduced number of suppliers

Nega�ve Impact on business areas
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Global supplier base transparency
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Change in supplier base focus 

Result of supplier priori�sa�on 

Figure 2. Coding tree.
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creating a manageable supplier base as indicated by the

Central Procurement Officer in a bi-weekly update to the

entire procurement organisation: ‘My favourite thing is that

you are allowed to work with as many suppliers as you can

remember. Their full name, their postal code, or an account

manager there…beyond this number of preferred suppliers,

the tail is too big’ (internal procurement communication,

2021). To this end, the case company initiated a centrally

governed programme for supplier base reduction, which

included a series of workshops with all the global category

managers and later with regional stakeholders, tasking them

with choosing what suppliers over a certain spend threshold

should be cut either immediately or gradually. Through the

SBRP, the case company reduced its supplier base from more

than 50,000 individual suppliers to approximately 40,000

individual suppliers. In addition to this reduction, the suppli-

ers were mapped so the managers and stakeholders could

better understand the historic use of the suppliers and their

possible affiliation with other suppliers. In turn, this resulted

in the definition of supplier groups where local entities or

subsidiaries of companies were mapped under the umbrella

of the parent company, producing a supplier base of

approximately 8000 supplier groups.

However, the supplier base reduction resulted in some

disruptions to different business areas, such as the aftermar-

ket and project business, as stated by the senior procure-

ment manager: ‘I think it is hopeless making such a hardcore

cut… . you are disrupting the aftermarket, who are the ones

using all these smaller suppliers’. The aftermarket division

relies on quick and often local supplier support to respond

rapidly to its customers’ maintenance requirements.

Specifically, local procurement managers raised concerns, as

important suppliers that were not used frequently, but which

the case company remained dependent on, were deleted

from the supplier base. In addition, the programme sug-

gested that local procurement teams could mark suppliers as

preferred, which would protect them from deactivation. This

would be used extensively by regional teams, who could

mark suppliers as ‘preferred’, ‘phase out’, or ‘induced by case

company’s customers’. These issues resulted in the SBRP tak-

ing a lot longer than anticipated (based on observations).

This demonstrates the need to understand why suppliers are

used within the global business (product and service based)

to evaluate which suppliers can be deleted from the supplier

base. As a result, after roughly a year, a different approach

to reducing the supplier base replaced the SBRP.

4.3. Supplier prioritisation

The case company subsequently focussed on supplier priori-

tisation, which refocussed the efforts from avoiding tail-end

suppliers to identifying the suppliers that can cover the sup-

ply needs of the different internal stakeholders. As the sup-

plier rationalisation programme lead remarked, ‘The future

vision is to use our top 1,000 suppliers more; it is not to

focus on using smaller suppliers less, but to use bigger sup-

pliers more’. This focus on pushing certain suppliers into

(more frequent) use, combined with a policy of deactivating

suppliers not used for a rolling three-year period, would sub-

sequently reduce the supplier base in the long term and

focus strategic initiatives on the suppliers where the case

company engages most of their spending.

The outcome of supplier prioritisation was a supplier base

split into five categories, as summarised in Table 2. The 550

globally and regionally preferred supplier groups were identi-

fied based on existing positive relations as well as high

spending or potential for high spending. The vast majority of

the remaining 7,500 supplier groups were identified as non-

preferred, with few supplier groups being categorised as

either ‘to be avoided’ or ‘blacklisted’.

This categorisation is not fixed, as the case company

seeks to define a supplier base of preferred suppliers that

are attractive to use as well as to promote use of them to all

relevant stakeholders in the case company. Regular follow-up

activities, especially when suppliers fall into the ‘avoid’ or

‘blacklisted’ categories, further encourage use of preferred

suppliers over others. During categorisation, the damage of

the prior approach to supplier base reduction could be felt

during supplier prioritisation. Based on researcher observa-

tion, the hard cutting of suppliers from supplier rationalisa-

tion (Section 4.1) to the supplier categorisation system

resulted in regions fearing that if suppliers were labelled

non-preferred, they would be removed. The wording of ‘non-

preferred’ remains misunderstood and debated in meetings

with the regions well beyond the case programme reported

in this paper.

Table 2. Supplier prioritisation based on globally defined categories (based on case company official categorisation material).

Category Description

Globally preferred supplier ‘Can and should be used by all regions when buying products within the supplier’s capabilities’ (company-internal
presentation on preferred supplier programme)

Identified by global category managers
Regionally preferred supplier ‘A supplier that can and should be used by the named region(s) when buying products within the supplier’s capabilities’

(company-internal presentation on preferred supplier programme?)
Identified by regional sourcing managers

Not-preferred supplier ‘A supplier that can be used as an alternative supplier in case the preferred supplier does not have the needed capacity or
capability to supply the product(s) in scope’ (company-internal presentation on preferred supplier programme?)

Supplier to be avoided ‘Should not be used because alternative supplier(s) is in place’ (company-internal presentation on preferred supplier
programme?)

Buyers using a supplier in this category will be contacted and asked not to use them moving forward.
Supplier blacklisted ‘Should not be used’ due to one of the following reasons: ‘Supplier is a direct competitor (… ), supplier is incapable of

delivering the requested quality, [or] supplier is unable to deliver according to agreed deadlines’ (company-internal
presentation on preferred supplier programme?)

Buyers using a supplier in this category and their direct line managers will be contacted and asked to cancel the order.
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4.4. Global performance effects

Through the two programmes, the case company achieved

their goal of centralising and reducing their suppliers to

increase supply performance. The SBRP resulted in a short-

ened aggregated global list of suppliers, providing a better

understanding of supplier groups. This provided the case

company with improved visibility of global spending with a

supplier group and, in turn, higher negotiation power, as pri-

ces and terms can be negotiated collectively for each sup-

plier group, eliminating the need to do so for all individual

suppliers within a group. While this may in turn have

enabled suppliers to have greater visibility of the ordering

volume by the case company, the main performance benefit

was the increased negotiation power due to groupings of

orders by the case company. Supplier rationalisation, mean-

while, resulted in obtaining a better global overview of the

supplier base with related visibility of the global market for

each of the regions. Through the ongoing category meetings

and tools such as up-to-date supplier performance dash-

boards created in the SRP, each region now possesses

enhanced access to knowledge regarding the existing global

supplier base, as well as negotiated prices. Managing supply

and the supplier base in turn enables the case company to

increase the value they deliver to their customers.

The two supplier base management programmes were

complemented by a programme targeted at performance

improvements after the case company realised that 60–70%

of the problems in delivering on time to the case company’s

customers were caused by late deliveries from suppliers. This

realisation and an increased focus on delivery performance

more generally led the case company to work more closely

with 12 supplier groups in a pilot programme to collabora-

tively increase delivery performance towards the case

company. Through this programme, appointed supplier leads

from the case company, guided by central delivery perform-

ance programme managers, worked directly with each sup-

plier group to map root causes for supply delays and agree

upon concrete improvement initiatives to improve the deliv-

ery performance to the case company. After eight months of

the programme, the case company witnessed significant

improvements in measured delivery performance with sup-

pliers where root causes were identified and addressed. The

delivery performance programme has resulted in more stable

delivery performance towards the case company’s customers

from suppliers included in the programme even during the

COVID-19 pandemic. Table 3 summarises the three pro-

grammes presented, with core activities and main achieve-

ments for the case company.

5. Discussion

5.1. Concept development

The case company’s initial step of reducing their supplier

base was valuable, as this enabled them to map and aggre-

gate their global supply base and to group related suppliers

and create visibility of their global suppliers (Razak, Hendry,

and Stevenson 2021). Supply chain visibility is often seen as

a prerequisite for effective supplier base management aimed

at supply chain traceability (Razak, Hendry, and Stevenson

2021), particularly in sourcing or procurement decisions (Ma

et al. 2022). This also reflects the need to reduce the supplier

base before engaging in supplier relationships management

(Pressey and Mathews 2003; Eggert and Ulaga 2010; Holmen,

Pedersen, and Jansen 2007). The case company’s initial

approach of ‘cutting the tail’ off suppliers in terms of fre-

quency in use proved problematic. This reflection mirrors

Table 3. Case initiatives to achieve global supply management.

Supplier base reduction
(January 2019–January 2020)

Supplier prioritisation
(January 2020–January 2021) Global performance effects

Focus ‘Cutting the tail’ off the global
supplier base by eliminating
suppliers with a low expenditure
from the supplier base.

Identification of supplier groups by
grouping local subsidiaries of the
same global company within the
same group.

Identification of preferred suppliers
by focussing on suppliers with a
positive existing relationship and
high spend (or potential for high
spend).

Improving case company’s delivery
performance to own customers by
working with focussed group of
suppliers regarding their delivery
performance.

Process Top-down decision regarding which
suppliers were to be cut from the
supplier base. A four-stage
programme including global and
regional procurement managers.

Global and regional procurement
managers choosing global and
regional preferred suppliers based
on a top-down minimum spend
requirement as well as global and
regional category and supplier
knowledge.

Globally governed and supported
process with top-down chosen
largest impact suppliers and
supplier leads from the case
company collaborating on
identifying and mitigating delivery
performance issues.

Process challenges Lack of understanding regarding
supplier needs in all business
areas, including product and
service-focussed departments.

The project suppliers may meet the
preferred status requirements only
when on a project.

Service (aftermarket) suppliers may
be too small to be preferred due
to their local and agile nature.

The programme only focusses on a
small number of suppliers due to
resource requirements and only
affects suppliers in the programme
where case company resources
were available.

Effects Reduction of supplier base from
50,000þ individual suppliers to
40,000 individual suppliers and
definition of 8,000 supplier groups.

Identification of 550 preferred
supplier groups, who were to be
used and promoted as the default
preferred suppliers, as well as
7,500 alternative non-preferred
suppliers.

Increased delivery performance with
the targeted suppliers, resulting in
more stable supply from the
suppliers in the programme.
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descriptions in the literature on supplier interactions indicat-

ing that infrequently used supplies may still remain business

critical (Levin, Walter, and Keith Murnighan 2011; Lopes,

Brito, and Alves 2013; Hurmelinna 2018; Pick et al. 2016).

Instead, the case company focussed on grouping their sup-

plier base, effectively creating global supplier segments

(Kraljic 1983; Formentini et al. 2019). Instead of the typically

described approach of supplier segmentation based on value

of the supplied product, the case company based the sup-

plier segments on organisational characteristics, such as com-

pany groups or subsidiaries. This approach may relate to the

large scale of the global supplier network (Choi and Krause

2006; Dubois, Gadde, and Mattsson 2021), which provides a

largely incompatible basis for grouping suppliers based on

few characteristics, such as complexity of the supplied prod-

uct or part (Formentini et al. 2019). The case observations of

reducing the supplier base may thus relate to the global

nature of the case company and hence complement

approaches described in the literature.

Following supplier base reduction, the prioritisation of

suppliers enabled the case company to further reduce the

global supplier base and focus supplier engagement efforts.

This indicates that supplier prioritisation is dynamic and

dependent on shifting business needs, reflecting observa-

tions in the literature (Dubois, Gadde, and Mattsson 2021).

By defining different categories of preferred suppliers, the

case company shifted the focus from the tail towards the

top supplier groups. While this step reflects approaches

described in the literature, the implementation of prioritisa-

tion in the case company differs from, for instance, purchas-

ing portfolio models (Kraljic 1983; Formentini et al. 2019).

The case company’s prioritisation efforts were based on pre-

vious buying history in the form of monetary spending, as

well as local and global category knowledge, which was

based on the purchasing needs of the different business

areas to create a global repository of experience working

with different suppliers. In contrast, existing purchasing port-

folio models require advanced procurement data and skills

(Kraljic 1983; Formentini et al. 2019). This observation may

reflect the lower level of maturity in supplier base manage-

ment capabilities in the case company specifically and poten-

tially in global engineering firms more broadly, reverberating

the need to build more specific theory for global engineering

firms (Zhang and Gregory 2011; Ferdows 2018).

The global performance effects of creating a globally

consistent approach to managing the supplier base related

to the case company improving their own delivery perform-

ance through close collaboration with a chosen subset of

suppliers. The case company’s pilot project suggests that

close interaction with a selection of key suppliers can result

in performance benefits aligned with the literature (Miocevic

and Crnjak-Karanovic 2012; Leppelt et al. 2013; K€ahk€onen

and Lintukangas 2018). In turn, the suppliers’ willingness to

participate and contribute to the pilot project suggests that

they prioritised the case company as a key customer, which

could be a result of the supplier base reduction and priori-

tisation efforts (Dubois 2003). This indicates the potential

value of implementing SRM in a global engineering firm;

however, this is resource intensive, as procurement people

need to work directly with the suppliers. For the case com-

pany, these effects lend credibility to efforts to map the glo-

bal supply base, reduce the supplier base, and prioritise

suppliers, and provide a goal for these efforts.

5.2. Creating globally consistent approach to supplier

base management

We summarise the process of creating a globally consistent

approach to managing the supplier base into a proposed

framework, as depicted in Figure 3. The framework details

Figure 3. Proposed framework for creating globally consistent approach to managing the supplier base in global engineering firms.
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the two steps to integrate the supplier base of a global

engineering firm based on our case findings and reflections

on the literature, as presented in Section 5.1. These two

steps are supplier base reduction and supplier prioritisation,

creating global performance effects. Each of these steps has

specific characteristics for global engineering firms, and we

identified these characteristics through our empirical study.

The proposed framework differs from other frameworks

for supplier relationship management (Park et al. 2010;

Formentini et al. 2019), which have traditionally described

how to repeatedly engage with a focussed set of suppliers

to achieve joint benefits. Instead, our framework focusses on

the steps required before engaging in such efforts. We con-

nect these steps to the specific characteristics of global

engineering firms, who deal with large, geographically dis-

persed, and heterogeneous suppliers. Our framework illus-

trates the steps necessary to integrate these suppliers,

following the definition of a global procurement strategy.

These steps include supplier base reduction and supplier

prioritisation.

6. Conclusions

In this paper, we investigated the following research ques-

tion: ‘How can a global engineering firm integrate its local

supplier base into a globally integrated supplier base?’ To

this end, we expanded on and contextualised existing frame-

works regarding supplier base management and evolvement

in the setting of global engineering companies. Our findings

suggest that a strategic call from procurement to centralise

the supplier base and manage supplier relationships leads to

three focussed activities: (1) supplier reduction and rational-

isation, (2) supplier prioritisation, and (3) supplier relationship

management. First, the large supplier base needs to be

reduced and rationalised in order to provide a global, cen-

tralised, and manageable supplier base and to create a trans-

parent and unified understanding regarding this supplier

base. Second, which suppliers to focus on should be priori-

tised, determined by defining preferred suppliers and,

thereby, also non-preferred suppliers, as this enables a

deeper understanding of the global supplier base. Third,

based on this newfound understanding, supplier relationship

management should be performed, where specific suppliers

are chosen for close collaboration.

This paper contributes to the literature with two specific

contributions. First, our work expands on existing frameworks

for supplier relationship management (Lambert and

Schwieterman 2012; Dubois, Gadde, and Mattsson 2021;

Formentini et al. 2019) by focussing on the preliminary steps

required to integrate a supplier base and develop the neces-

sary internal understanding regarding the global supplier

base before engaging in close collaboration. The proposed

framework (Figure 3) offers initial guidance into the activities

necessary to integrate the supplier base in preparation for

strategic supplier relationship management. Second, this

research contributes to the field of global operations man-

agement (Cheng, Farooq, and Johansen 2015; Ferdows 2018)

by illustrating the specific supply-chain management

challenges faced by global engineering firms. By including

global operations in our theoretical framing and conceptual

development following empirical analysis, this research fur-

ther enriches discussions regarding global operations and,

specifically, the need to integrate and manage global sup-

plier bases.

The managerial implications of our research are linked to

the proposed conceptual framework (Figure 3): first, we dem-

onstrate that, in the contextual case of a global engineering

firm, the purchasing function is becoming more strategic

and has begun a transition from local decentralised units

towards a more unified global supply chain. This translates

into a procurement strategy for centralising the supplier

base and the goal of proactively and centrally managing sup-

plier relationships. Second, in order to centralise and manage

the supplier base, the supplier base has to become manage-

able. To this end, ‘cutting off the tail’ was revealed to pro-

duce some negative effects on business operations, meaning

that managers should consider potential heterogeneous

needs in the business. When centralising the supplier base,

managers can instead group individual suppliers into sup-

plier groups that are all under the same parent company,

thus greatly reducing the supplier base. Subsequently, these

supplier groups make it easier to negotiate globally based

on a total monetary volume with the group, as well as to

gather all performance data under one umbrella. Third, man-

agers can prioritise supplier groups even with limited avail-

able procurement data. This can be accomplished based on,

for instance, monetary spending and existing local and glo-

bal category knowledge, but can also include other metrics if

such metrics are available. Fourth, and finally, we demon-

strate that, when the supply base is grouped and prioritised,

proactive supplier relationship management initiatives can

be rolled out in collaboration with the identified key suppli-

ers. In this case, first efforts indicated that, despite needing

some procurement resources, clear improvements in delivery

performance towards the case company, and thereby the

end customers, were possible.

Several limitations apply to this research. First, qualitative

case study research can be criticised for its potential for

researcher bias (Siggelkow 2007), which is a particular risk

for this study given the close relationship between one of

the researchers and the case company, with the researcher

working in the described programme for multiple years. This

risk was mitigated through rigour in research framing, data

collection, and analysis (Gibbert, Ruigrok, and Wicki 2008) as

well as maintaining a close relationship to the literature in

the field to shape the focus of the research and conduct of

the empirical study. This involved discussion, refinement, and

analysis of the research findings with other researchers who

had no connection to the case company. Similarly, collecting

semi-structured interviews provided a structured basis for

data analysis, limiting the effect of recall bias from the

researcher (Yin 2018). Second, the qualitative study is not

statistically generalisable. For this study, we present a rich

contextual account from a previously underreported area of

global engineering companies, enabling the exploration of

novel insights with a limited understanding in the literature.

10 B. S. ANDERSEN AND M. E. KREYE



Based on unique data access, we can further describe longi-

tudinal changes instead of simply providing a snapshot of

reality. A rigorous analysis process further enabled us to pro-

vide abstract generalisability from our data (Gibbert, Ruigrok,

and Wicki 2008), which we discuss critically. Third, the data

was collected during the global COVID-19 pandemic, which

may have influenced processes and reflections through an

increase in localising supply (Hoek and Dobrzykowski 2021)

to create flexibility (Steinle and Schiele 2008).

Finally, this research reveals important avenues for future

research: first, because the basis of this research concerned a

single case study, with the related limitations, further case

studies of large buying firms’ approaches to supplier base

management are needed. This may subsequently reveal find-

ings that provide further nuances to our insights and poten-

tially expand on specific activities identified in our study.

Second, this research points towards the potential focus of

supplier relationship management activities on specific types

of suppliers in the global supplier base. However, more work

is needed to identify—from both buyer and supplier per-

spectives—which types of exchange settings are particularly

beneficial for supplier relationship management. Third, our

research demonstrates the transformative nature of imple-

menting supplier relationship management in a global

engineering firm, which has traditionally focussed on transac-

tional (cost-based) relationships. Transforming these relation-

ships into relational set-ups, however, requires a

fundamental shift in mindset from both buyers and suppliers,

providing important directions for further research.
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Appendix A. Interview protocol

About the interviewee:

1. How long have you been with the project company?

2. What is your background?

3. What is your formal role in the project company?

4. What kind of tasks take up most of your work?

5. What categories are you involved with?

Percentages for each category?

Procurement strategy.

1. What do you see as the most important goals within [the global

procurement department of the case company]?

How does this differ from the previous procurement strategy at the

company?

Sourcing and supplier base management:

2. How is a supplier chosen for a product or project in your area?

What factors do you see as the most important for a

‘perfect’/optimal supplier?

What constitutes a preferred supplier?

What factors would you like to monitor on a supplier?

3. How are relationships with suppliers managed and monitored?

Based on formal performance monitoring? What KPIs are used, if so?

Based on more informal/personal factors to create trusting relation-

ships? How is this implemented?

4. How are suppliers currently eliminated from [the case company’s]

supplier base?

What reasons do you see for ending a relationship with a supplier?

Can you give some examples of discontinuing a supplier?
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