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Abstracte Inhoud: 

Integral vendor Management 
Realization of a differentiated vendor approach 

J.P.C. de Brouwer, s350573, 1999 

Integral vendor management, realization of a differentiated vendor approach at 
Compaq, european services & supply center. As a result of rapid market changes in 
the IT-market Services Acquistion has a large vendorbase and a large workload. To 
come to more efficient management a segmentation model is developed and 
implemented and also a useful tool is developed to improve the actual use of the 
segmentation model. 
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SUMMARY 

Company profile 

This report is a representation of the research project that has taken place in the Service department of 
Compaq. 
As the worldwide leader in the PC industry, Compaq is moving aggressively to address the evolving 
challenges of today's commercial and consumer customers while maintaining the quality hallmark it 
has established. Looking ahead, Compaq's goal is to be among the top three computer companies in 
the world by the year 2000. 
Compaq is uniquely qualified to play a strong role in delivering leadership technology solutions. From 
the Internet to the distributed enterprise, from corporate IT users and small businesses to consumers. 
Further establishing the PC as the centerpiece of the new information age, and Compaq as the 
company best positioned to provide this new age with useful innovation. 

Compaq's commitment to customer satisfaction is a top priority that has enabled Compaq to establish 
service and support as a key differentiator among computer vendors. 
Services is responsible for the global support of the installed base during the product life cycle. The 
activities of this support are among others: design and installation of networks, system integration, 
upgrading and maintenance of the software and hardware of computer systems. 
Services Acquisition Nijmegen where my research project has taken place is responsible for the 
acquisition of spares & repairs. 

Problem situation 

This paragraph describes the motivation of Compaq to start this project 

Compaq is operating in the IT-industry, which can be characterized as a high-tech industry. In the past 
years the IT-industry has seen tremendous growth and the prospect is that this will hold for the coming 
years. Another characteristic of the industry is the short length of the product life cycle, due to rapid 
technical innovations. The length of the product life cycle is, in general, approximately three to six 
months. 
As a result of these characteristics there has been an increase in the number of systems in the field. 
The number of different types of systems in the field has also grown. Due to consequences of the 
market development and the short product life cycle, prices of products are changing quickly . At 
Services Acquisition prices are changed every three months and in case of a drastic price change, the 
change is immediately. 
The consequences for Services Acquisition Nijmegen are that the range of products they need to 
acquire extended and as a result the number of vendors increased. In fiscal year I 998 the number of 
products increased from 5228 to 6164, this is an increase of 18%. The number of vendorcodes showed 
a small increase, in the first quarter the number of vendorcodes was 4 I 5 and at the end of the year 444. 
This is an increase of 7 %. 
Due to these reasons and the fact that all vendors are managed in more or less the same way, the 
vendor managers experience a lack of time to fulfill their duties. Among other things this results in : 
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• price update problems 
• lead-times are too long, which results in too many product overdue 
• products being bought where they should not be bought 
• quality questions 
• and lack of time to carry out the all vendor reviews 

This results in too much troubleshooting and "serving the factory" instead of managing the vendors in 
a coordinated way. The development and problems are reflected in figure 1. 
One of the actions Services Acquisition wants to undertake in order to solve these problems is to 
improve the efficiency of their vendor management. 

Figure 1 Problem situation 

Scope of the project 

Services Acquisition is searching for a way to reduce the workload by implementing different 
acquisition strategies for different market situations so that the vendors can be managed in a more 
efficient way. 

The definition of the project consists of the following goals, in order of relevance: 
• Design a method to classify vendors that can be used by the vendor manager to get an insight in 

his vendor base 
• Design a tool that can be used by the vendor managers to apply this method 
• Define policies for each segment of vendors 
• Determine how many vendors a vendor manager can manage 
• Make an implementation plan and implement the found solutions for the commodities Storage, 

Printers and Components. 
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Under the restriction that the present level of vendor performance will be maintained or improved. 
Vendor performance is expressed in, price, delivery, quality, and ease of doing business and financial 
stability. These variables are determined by Services Acquisition . 

The analysis is delimitated to three commodities. These are the commodities Components, Printers 
and Storage. 

Method of research 

The project will be started with an analysis of the current situation. This will be divided in a 
quantitative and qualitative analysis. The quantitative analysis will be based on numeric data of fiscal 
year 1998 that is available in the MANMAN computer system and from interviews with the vendor 
managers. The data will be used to get an insight of the commodities of Services Acquisition and will 
serve as a base for the interviews needed for the qualitative analysis 
The qualitative analysis will be carried out on the basis of the Acquisition model, figure 2, which is 
adapted from the logistic model of Ribbers, [1992). Reasons for using the Acquisition model are: 

• Integral approach 
The Acquisition model is an integral method of approach, in this way every aspect of Services 
Acquisition will be analyzed. 

• Framework 
An acquisition model offers also a framework for coordinated action. 

• Acquisition consciousness 
A third, essential function of the development of an acquisition model is creating acquisition 
consciousness. 

external objectives internal objectives 

Figure 2 Acquisition model [adapted from Ribbers, 1992] 

The qualitative analysis involves an analysis of each box of the Acquisition model and is based on 
interviews with the vendor managers. To round off the analysis the results will be presented to the 
vendor managers involved. The result of the analysis will be a clear view of Services Acquisition. 
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After the analysis has been executed and the results have been presented to management and vendor 
managers of Services Acquisition the development of a classification method will started. The first 
step for the development of the classification method will be an extensive literature study. The method 
will be developed in cooperation with the vendor managers and management will be kept informed. 
This method of work will stimulate the motivation of the vendor managers and improve the quality of 
the classification method. 
To stimulate the use of the classification method a tool need to be developed. This is due to the fact 
that classification of the vendor base shall be a relative complex process and will take a lot of time. 
The development will be started with a research study to find out what information is available and 
what information is needed to construct the tool. The research will be based on interviews with the 
vendor managers and a study of the information system MANMAN. This tool need to be developed 
with the vendor managers in order to find out which information the vendor managers need to get a 
clear insight in the vendor base. A pilot project should be carried out to test the tool. 
On basis of the classification method and the outcomes of the pilot project policies for each segment 
can be formulated. It is important that the vendor managers validate these policies. Therefore feedback 
should be given frequently. Now the classification model and policies are defined one can perform a 
time study to determine how much time it takes to manage a vendor. In this way the capacity of 
Services Acquisition can be calculated. 
Finally an implementation plan need to be made to implement the classification method in the 
acquisition process of Services Acquisition. 

Result 

The Services matrix, figure 3, is developed based on the portfolio of Kraljic [1983]. 
• By using the Services matrix the vendor base of Services Acquisition can be segmented in a 

structured way. 
• Policies for each segment are developed in order to reduce the workload of Services Acquisition 

by managing the vendors in a more efficient way. 
• The Services matrix will also be used to reduce the number of vendorcodes of Services 

Acquisition in a coordinated way in order to come to more extensive relationships with the 
remaining vendor(s )(codes). 

Figure 3 Services matrix 
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Conclusions 

The conclusions will be given based on the structure of the (sub) goals of this project. 

• Design a method to classify vendors that can be used by the vendor manager to get an insight in 
his vendor base. 
I. The Services matrix is a tool to get an insight in the vendor base of Services Acquisition. The 

Services matrix is based on the portfolio of Kraljic and van Weele. The x-axis consists of four 
criteria and is used to describe the supply risk of the parts for Services Acquisition. For the 
design of the x-axes 6 criteria have been tested. The y-axis is used to describe the financial 
impact on Services Acquisition. The y-axis was tested for two criteria. The financial impact on 
Services Acquisition is described by the SoM because this criterion emphasizes best the 
importance of a vendorcode to Services Acquisition. The axes divide the vendorcodes in four 
segments; strategic, bottleneck, routine and leverage. 

2. A Vendorcode isn't the optimal method to define product groups. This is due to the fact that in 
some cases a vendorcode isn't equal to one product group but several different product 
groups. This means that scoring the variables of the supply risk can be I 00% accurate with 
vendorcodes that consist of multiple product groups. 
The reason vendorcodes where used throughout the development of this matrix stems from the 
fact that the a) transformation from vendorcodes to products groups was outside the scope of 
the project, and b) the use of vendors as such is a too high-level approach and results in the 
overlooking of the specific characteristics of vendorcodes . This was decided after deliberating 
with the management of Services Acquisition. 

• Design a tool that can be used by the vendor managers to apply this method 
I. MS Access is used as a base to construct the tool. The advantage of Microsoft Access is that 

all data can be used in an active way to create the wanted information. All the data that is 
needed is available in the current information system MANMAN, so no changes on the 
information system need to be made. In the 'new' information system SAP all used data to 
construct the Services matrix should be available. 

2. Obtaining the data out of the information system MANMAN and calculating the needed 
information takes a lot of time. Due to the fact that this is automated saves the vendor 
managers a lot of valuable time. 

3. Due to the fact that the tool is linked with the information system MANMAN the Services 
matrix is always based on up-to-date data. Because calculation of the data needed to create the 
Services matrix is automated, human errors are excluded and nothing is left out. 

4. The outcome of the tool consists firstly of an overview of the whole commodity and secondly, 
an overview of each segment as well as data on vendorcode level is avai lable. 
The vendor managers of Services Acquisition validated the available data. 

• Define policies for each segment of vendors. 
I. The outcomes of the Services matrix give a good representation of the vendor base and supply 

sufficient information to create differentiated acquisition policies. This is validated by the 
vendor managers. 

2. For each segment a policy and checklist of policy aspects are given. Second recommendations 
for the commodities Components, Printers and Storage are given. These recommendations 
have a positive influence on the position of Services Acquisition . These recommendations are 
based on the outcomes of the portfolio tool concerning the commodities Components, Printers 
and Storage. 

3. Developing and using a portfolio in a service environment some problems come up. This is 
due to the fact a vendor can't just be eliminated, especially an OEM, because Services 
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Acquisition needs to service that special part. The only way to reduce vendors is to outsource 
parts of vendors to an independent vendor (i.e. an Authorized Dealer, Third Party or Broker). 

4. When parts are repaired they need to comply with the "new build" requirements. This means 
that the MTBF (Mean Time Between Failure) equals the MTBF of the new build part. 
Especially when parts are in the end of their life cycle this isn't always necessary. 

5. Service contracts often concern a long period of time. When an "old" part is broken it need to 
be replaced by an equal part or need to be repaired. Sometimes it is easier and cheaper to 
replace the old part by a new, better, part. However this is against policy. 

• Determine how many vendors a vendor manager can manage. 
1. To determine how many vendor(s)(codes) a vendor manager can manage, requires a detailed 

insight in the activities of a vendor manager. To obtain this insight a lot of time is required. 
Due to the fact that this item was not the main objective of the project just a rough capacity 
measurement should be possible. Due to the fact that the time for this project is too short to 
examine this in a well way, no further action is taken on this subject. 

• Make an implementation plan and implement the found solutions for the commodities Storage, 
Printers and Components. 
1. Generally spoken can be said that a good environment for implementation is present. 

Management of Services Acquisition Nijmegen supports the whole project. The vendor 
managers are positive about the Services matrix and willing to co-operate. 

2. The Services matrix and tool are implemented into the acquisition process of Services 
Acquisition. To secure a good use of the Services matrix in the future a person need to 
appointed who is responsible for support, adaptations and improvements of the Services 
matrix. 

3. Services Acquisition has no influence on which products are bought for manufacturing. This 
results in an extended range of products that need to be serviced. 

4. Services Acquisition has to buy qualified equipment, these are parts that are approved by 
Engineering. This means that equal products of other manufacturers may not be acquired by 
Services Acquisition. This is a problem due to the fact flexibility is reduced. 

5. Services Acquisition also has to take into account specific Compaq terms and conditions when 
acquiring parts. (e.g. Services Acquisition have to little influence on warranty agreements of 
new parts). This restriction also results in reduced flexibility. 

Recommendations 

• The portfolio should be made an item of the strategic acquisition plan of each vendor manager. 
Both the vendor manager and management get a clear insight in the vendor base. 

• In the future, the definition of a vendorcode should be more orientated on product groups. This 
would result in a more accurate Services matrix. 

• To determine the needed capacity of Services Acquisition a time study need to take place. This is 
more accurate and reliable. 

• Services Acquisition should be more concerned with acquisition of 'manufacturing' parts . This 
needs to be done to reduce the number of vendors and to decrease the vendor base to a small list of 
preferred suppliers 

• Also Services Acquisition should have more participation in determining what parts are qualified 
equipment. Because in the current situation the flexibility of Services Acquisition is restricted by 
this, due to the fact that many alternative, equal parts may not be acquired. 

• At repair of parts, Services Acquisition should take the product life cycle more into account. The 
level of repair should be conducted of the phase of the product life cycle. 
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• Instead of closing service contracts Compaq should close functioning contract in which the 
function of a part or product is most important. In the current situation Services Acquisition has to 
replace a part by an exactly equal part. From an financial point of view it is often better and easier 
to replace a part with a newer model that has the same functionality or better 

• The purpose of segmentation is to simplify the Services matrix. This makes it easier to discuss 
typical strategies for goods and services with similar vulnerability and expenditure characteristics, 
but keep in mind that within each segment there may still be significant differences between the 
various goods and services . 

• You should look carefully at each of the goods and services to ensure that the policies you apply 
will achieve the desired results. 
Supply positioning is a useful way of thinking about procurement but it should not be used as a 
simple predictive tool. Successful strategy development ultimately depends on sound professional 
judgement. 
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Preface 

This paper should provide the reader with an adequate impression of the undertaken activities carried 
out during my graduation project at the Acquisition department of Compaq in Nijmegen. This project 
is the final phase of the study Industrial Engineering and Management Science of the Eindhoven 
University of Technology 

First of all, I would like to thank all vendor managers of the Acquisition department for their 
cooperation and for giving me the opportunity to work in a friendly, professional environment. 
Especially, I'd like to thank my coaches at Compaq Nijmegen Paul van Puijenbroek, Rob Ploegmakers 
and Henk Heinen for their support and for giving me the opportunity to carry out this graduation 
project. 

Joost de Brouwer. 
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CHAPTER 1 I INTRODUCTION 

1.1 Company profile 

As the worldwide leader in the PC industry, Compaq is moving aggressively to address the evolving 
challenges of today's commercial and consumer customers while maintaining the quality hallmark it 
has established. Looking ahead, Compaq's goal is to be among the top three computer companies in 
the world by the year 2000. 

Compaq is uniquely qualified to play a strong role in delivering leadership technology solutions. From 
the Internet to the distributed enterprise, from corporate IT users and small businesses to consumers. 
Further establishing the PC as the centerpiece of the new information age, and Compaq as the 
company best positioned to provide this new age with useful innovation. 

1.1 .1 1 Digital/Compaq 

Digital was a big multinational that developed, manufactured, sold, promoted and took care of the 
service of computer systems, peripherals and software of many different brands and types. Digital 
operated on the business market, but also on the consumer market with open client-server solutions 
varying from personal computers to integrated world wide information systems. Digital was founded 
in 1957 and has its headquarters in Maynard, Massachusetts, USA. 

Digital operated in an industry characterized by fast technological innovation, because of this the 
product life cycle of products and components is shortened. Furthermore Digital was in an intensive 
worldwide competition that leads to pressure on the prices and on the margins. The main competitors 
of Digital were IBM, Hewlett Packard and Compaq. Digital was taken over by Compaq for 9.3 billion 
dollars in June 1998. 
Another characteristic of the industry is the heightened importance of the after sales services offered 
by the selling companies . It is very important for companies to gain competitive advantage and that is 
why the companies have to support the consumers with the design and installation of networks, system 
integration, software, upgrading and spare parts supply. 

The turnover of Compaq is about US$ 42 billion a year. This is including a turnover of approximately 
US$ 14 billion of Digital. 

Profits of Digital decreased from one billion dollars in 1989 to 141 million dollars in 1997. The main 
cause of the decreasing profit was Digital's slow reaction to the developments in the industry during 
the late eighties and the early nineties. A result of this a radical reorganization was carried out and as a 
result of that a lot of losses. The number of employees decreased from 126,000 in 1989 to 54,900 in 
1997. 

1 I started my graduation project in May 1998 at Digi tal. However during my graduation project Digital formally was taken 
over by Compaq in June 1998. 

CHAPTER 1 1 



COMPAQ 
COMPAQ SERVICES INTRODUCTION 

1.1.2 Compaq SeNices 

Compaq Services is divided into ~ business units (BSU's) as depicted in appendix I. These BSU's are: 
Marketing/Sales, Products and Services. The activities of these BSU's cover most parts of the world, 
but are mainly focused on North America, Europe and Asia. Compaq Services is divided into 
Operational Management Service (OMS), Network Systems and Integration Services (NSIS) and 
Multi vendor Customer Services (MCS). 

A summary of the main strategic goals of Compaq Services can be found in appendix II. 

Compaq's commitment to customer satisfaction is a top priority that has enabled Compaq to establish 
service and support as a key differentiator among computer vendors. 

Compaq offers an exceptional warranty, standard on all of its products, including all desktop, portable 
PCs and servers. With CompaqCare, Compaq also offers several enhanced programs for general 
technical support, advanced network support, electronic access via the Internet, CompuServe, Prodigy 
and America Online, customer training, as well as authorized third-party providers and self-maintainer 
programs. Compaq provides the industry's only round-the-clock hotline support service available 7 
days-a-week, 365 days a year for the life of the product. 

In October I 995, Compaq announced a new strategy for providing world-class enterprise service and 
support for customers that require global computing solutions. The worldwide service and support 
strategy includes the introduction of new Compaq-branded Service and Support Options, a strategic 
alliance with Digital Multivendor Customer Services, as the global service and support provider, new 
distribution channel service pro~rams, and significant new investments in Compaq's internal 
worldwide service and support infrastructure. This strategy enables Compaq and its partners to offer 
total and consistent service solutions to those customers with sites all over the world. 

Compaq Services is responsible for the global support of the installed base during the product life 
cycle. The activities of this support are among others: design and installation of networks, system 
integration, upgrading and maintenance of the software and hardware of computer systems. The 
turnover of Services is about US$ IO billion a year. 

The after sales activities are not only based on products of Compaq, but Compaq has taken care of the 
after sale activities of all kind of brands for a few years, with as a result, complete market coverage. 

Global Supply Operations (GSO) is responsible for supply, and is divided into two areas: Logistics 
and Acquisition. The logistics department has a repair and distribution structure available to provide 
the mechanics with spare parts, which repair products at customer site. The structure consists of 2 
International Logistic Organizations (ILO's). These ILO's are located in Nijmegen and in Andover 
(USA). 

1 .1.3 European SeNice & Supply Center 

The ILO in Nijmegen is the European Service & Supply Center (ESSC). This logistic center is mainly 
responsible for the distribution and repair of components in Europe, the Middle East and Africa. 
Several vendors located throughout the whole world supply ESSC. ESSC supplies the components to 
the different Service Stocking Points (SSP's) of Compaq, which are located in different countries. 
These SSP's deliver the components to the Remote Locations and repair centers located in different 

CHAPTER 1 2 
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territories throughout Europe. The customer orders are carried out by the service mechanics at this last 
level in the structure. 

1.1.4 Services Acquisition Nijmegen, spares & repairs 

The product assortment of Compaq varies from Personal Computers to Networks & Communications 
of all existing brands, thus not only of Compaq products, appendix III. 
The after sale service of Compaq is based on contracts. The length of these contracts is mainly one 
year and at the end of the year the contracts can be extended for five years. In some countries, for 
example Germany, companies are obliged to arrange the after sale service of products for seven years. 
Because of the long-term contracts Compaq has with its customers, a supply of components has to be 
maintained for support. This is necessary due to the rapid innovation in the computer market and the 
subsequent unavailability of these components . In order to support the installed base service engineers 
must be able to get spare components at their disposal at the right time for the right costs. 

The spare parts can be divided into two categories: 
• Repair parts: spare parts that are technically and economically reparable. These parts are sent to 

the repair vendor when the are needed for an order or for stock. 
• New build parts: spare parts that are technically and economically irreparable. 

The repair of the spare parts takes place in Nijmegen but is also contracted out to repair suppliers. 

The industry in which Compaq operates is characterized by a growing importance of after sales 
activities and strong competition in the hardware service market, especially in the brand independent 
maintenance segment. This competition leads to a high pressure on prices and operating margins of 
services offered. In order to gain competitive advantage, Compaq has to provide flexible and effective 
service at low cost. To make this kind of service possible MCS Acquisition has to have a good 
strategy and effective vendor management to deliver spare parts to the customers according to market 
demand at lowest possible cost. 

1.2 Problem situation 

This paragraph describes the motivation of Compaq to start this project (A list of definitions 1s 
depicted in appendix IV). 

Compaq is operating in the IT-industry, which can be characterized as a high-tech industry . In the past 
years the IT-industry has seen tremendous growth and the prospect is that this will hold for the coming 
years. Another characteristic of the industry is the short length of the product life cycle, due to rapid 
technical innovations. The length of the product life cycle is, in general, approximately three to six 
months. 
As a result of these characteristics there has been an increase in the number of systems in the field . 
The number of different types of systems in the field has also grown. Due to consequences of the 
market development and the short product life cycle, prices of products are changing quickly . At 
Services Acquisition prices are changed every three months and in case of a drastic price change, the 
change is immediately. 
The consequences for Services Acquisition Nijmegen are that the range of products they need to 
acquire extended and as a result the number of vendors increased. In fiscal year 1998 the number of 
products increased from 5228 to 6 I 64, this is an increase of I 8%. The number of vendorcodes showed 
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a small increase, in the first quarter the number of vendorcodes was 415 and at the end of the year 444. 
This is an increase of 7 %. 
Due to these reasons and the fact that all vendors are managed in more or less the same way, the 
vendor managers experience a lack of time to fulfill their duties. Among other things this results in : 

• price update problems 
• lead-times are too long, which results in too many product overdue 
• products being bought where they should not be bought 
• quality questions 
• and lack of time to carry out the all vendor reviews 

This results in too much troubleshooting and "serving the factory" instead of managing the vendors in 
a coordinated way. The development and problems are reflected in figure 1.1. 
One of the actions Services Acquisition wants to undertake in order to solve these problems is to 
improve the efficiency of their vendor management. 

Figure 1. 1 Problem situation 
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1.3 Scope of the project 

Services Acquisition is searching for a way to reduce the workload by implementing different 
acquisition strategies for different market situations so that the vendors can be managed in a more 
efficient way. 

The definition of the project consists of the following goals, in order of relevance: 
• Design a method to classify vendors that can be used by the vendor manager to get an insight in 

his vendor base 
• Design a tool that can be used by the vendor managers to apply this method 
• Define policies for each segment of vendors 
• Determine how many vendors a vendor manager can manage 
• Make an implementation plan and implement the found solutions for the commodities Storage, 

Printers and Components. 

Under the restriction that the present level of vendor performance will be maintained or improved. 
Vendor performance is expressed in, price, delivery, quality, and ease of doing business and financial 
stability. These variables are determined by Services Acquisition. 

The analysis will be delimitated to three commodities. These are the commodities Components, 
Printers and Storage. 

To reach the project goals research questions are posed. The different goals lead to the following 
questions: 

• Design a method to classify vendors that can be used by the vendor manager to get an insight in 
his vendor base. 
1. Which information is needed to define the complexity of the market? 
2. Which segmentation can be used? 
3. Which information do the ivendor managers need to get an insight? 

• Design a tool that can be used by the vendor managers to apply this method. 
I. In which form should the tool be presented? 
2. What information is available and can it be processed? 

• Define policies for each segment of vendors. 
I . What data is required to form policies? 
2. What information do the vendor managers desire? 

• Determine how many vendors a vendor manager can manage. 
I . What are the activities of a vendor manager that need to be taken into account? 
2. How do we measure the time of the concerned activities? 

• Make an implementation plan and implement the found solutions for the commodities Storage, 
Printers and Components. 
I. How can the portfolio be implemented into the current acquisition process? 
2. How can the tool be implemented into the current acquisition process? 

1 .4 Method of research 

Now the scope of the project is defined a method of research can be made. This method of research 
will serve as a guideline throughout the project. This paragraph will discuss the actions that need be to 
taken so that the project is carried out successfully. All the actions are described and the reasons taking 
them are explained. 
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The project will be started with an analysis of the current situation. This will be divided in a 
quantitative and qualitative analysis. The quantitative analysis will be based on numeric data of fiscal 
year 1998 that is available in the MANMAN computer system and from interviews with the vendor 
managers. The data will be used to get an insight of the commodities of Services Acquisition and will 
serve as a base for the interviews needed for the qualitative analysis 
The qualitative analysis will be carried out on the basis of the Acquisition model, figure 1.2, which is 
adapted from the logistic model of Ribbers, [ 1992]. Reasons for using the Acquisition model are: 

• Integral approach 
Acquisition requires an integral approach and holds more than just "buying at the bottom 
price". Acquisition is more focused on being cost effective. The Acquisition model is an 
integral method of approach, in this way every aspect of Services Acquisition will be 
analyzed. 

• Framework 
An acquisition model offers also a framework for coordinated action. On the basis of the 
acquisition model can be determined which activities will analyzed. What their relations are 
and what the priorities are. 

• Acquisition consciousness 
A third, essential function of the development of an acquisition model is creating acquisition 
consciousness. A critical success factor for carrying out an improvement project is the 
motivation of the people, and therefore may not be underestimated. 

external objectives internal objectives 

system 

Figure 1.2 Acquisition model [adapted from Ribbers, 1992] 

The qualitative analysis involves the following items: 

I. External objectives 
The external objectives are the basis of each acquisition analysis, focused on improvement. These 
objectives are intended to fulfill as much as possible the demands of the market, within the 
strategic frame of the company (effectively). 

2. Internal objectives 
The purpose of the internal objectives is to realize the external objectives for the lowest possible 
cost (efficiency). 
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3. Importance of acquisition 
In practice each company has his own definition of acquisition. For a major part the difference is a 
result of the view of management of acquisition. 

4. Acquisition concept 
The Acquisition concept consist of the following items: 
• Physical construction, 

Consists of the physical characteristics and facilities of a plant. Due to the fact that the 
department isn't a manufacturing plant, the analysis will be limited to the physical 
organizational structure of Services Acquisition Nijmegen. 

• Managing of the process 
Concerns the method of how the primary process is managed. This involves taking a closer 
look at the acquisition policy of Services Acquisition Nijmegen. Looking at each commodity 
will carry this out. 

• Organization, 
Here the tasks, competencies and responsibilities of the vendor managers will be established 
and examined. 

• Information system, 
Acquisition requires a good information service for good performance. Therefore a closer look 
will be taken at the information systems to see if it meets the information needs of a vendor 
manager. 

The qualitative analysis is based on interviews with the vendor managers. To round off the analysis 
the results will be presented to the vendor managers involved. The result of the analysis will be a clear 
view of Services Acquisition. 

After the analysis has been executed and the results have been presented to management and vendor 
managers of Services Acquisition the development of a classification method will started. The first 
step for the development of the classification method will be an extensive literature study. The method 
will be developed in cooperation with the vendor managers and management will be kept informed. 
This method of work will stimulate the motivation of the vendor managers and improve the quality of 
the classification method. 
To stimulate the use of the classification method a tool need to be developed. This is due to the fact 
that classification of the vendor base shall be a relative complex process and will take a lot of time. 
The development will be started with a research study to find out what information is available and 
what information is needed to construct the tool. The research will be based on interviews with the 
vendor managers and a study of the information system MANMAN. This tool need to be developed 
with the vendor managers in order to find out which information the vendor managers need to get a 
clear insight in the vendor base. A pilot project should be carried out to test the tool. 
On basis of the classification method and the outcomes of the pilot project policies for each segment 
can be formulated . It is important that the vendor managers validate these policies. Therefore feedback 
should be given frequently. Now the classification model and policies are defined one can perform a 
time study to determine how much time it takes to manage a vendor. In this way the capacity of 
Services Acquisition can be calculated. 
Finally an implementation plan need to be made to implement the classification method in the 
acquisition process of Services Acquisition . 
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1.5 Structure of the report 

The research will be started with an orientation of acquisition strategies and spares and repairs 
characteristics. This will be done by reading literature. 
Chapter 1 involves the problem situation, the objective of the assignment and the method of research. 
Chapter 2 describes the analysis of Service Acquisition Nijmegen. The commodities, vendors and the 
vendorcodes will be examined to establish the actual situation. 
Chapter 3 describes the constructing of the segmentation model. Described is how the model 1s 
constructed and a short description of each of the segments is given. 
In chapter 4 the segmentation tool is described. Described is why it is developed, for who it 1s 
developed how it is constructed and what the outcomes of the tool are. 
Chapter 5 mainly deals with the testing of the tool and analyzing the data of the outcome. 
Chapter 6 describes the strategy and structure that need to be implemented. 
The report will end with the conclusions and recommendations, chapter 7. 

Schematically the method of work can be reflected as in figure 1.3. 

Figure 1.3 Structure of the report 
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CHAPTER 2 I ANALYSIS OF THE CURRENT SITUATION 

Before starting with the development of solutions, one looks at the nature of the problems. This is 
achieved by carrying out a quantitative- and a qualitative analysis. 

The analysis is limited to three commodities . This is done because analyzing all ten commodities will 
just take too much time. The selected commodities are chosen because of their large vendor base and 
the fundamental difference between them productwise. This leads to a better view of the vendors and 
parts of Services Acquisition. 

These three specific commodities are: 

• Storage is responsible for all purchase- and repair-related matters, with respect to Hard Disk 
Drives, Tape Drives, Optical Drives, Floppy Drives and Controller Boards. Reason to select 
this commodity is the fact that Storage has a lot of repairs (approximately 50%) and consists 
of relative standard products. Two vendor managers are responsible for this commodity. 

• Printers is responsible for all printer and printer-related parts. Ranging from the smallest spare 
parts to complete printers and printer servers. Reason to select this commodity is the fact that 
Printers has numerous OEM's (Original Equipment Manufacturers) (approximately 75%). 
Two vendor managers are responsible for this commodity. 

• Components is responsible for active and passive components, screws, plastics, stickers, fans, 
chemicals, assemblies and tools. Reason to select this commodity is the fact that Components 
has numerous vendors and many, relatively simple, parts to acquire. One vendor manager is 
responsible for this commodity. 

2.1 A quantitative outline of the current situation 

The moment the initiative is taken to proceed with the project it is already known that there is a large 
vendor base and that an extensive number of parts need to be acquired. However it is not known: 

• What the composition of the vendor base is; OEM, Authorized Dealer, Third Party or Broker 
• What the composition of the vendor base is concerning new build and repair vendors 
• How many parts each vendorcode has 
• How many purchase orders (PO) each vendorcode has 

The data will be used to get an insight of the commodities of Services Acquisition and will serve as a 
base for the interviews needed for the qualitative analysis. 

All information is based on numeric data of fiscal year 1998 that is available in the MANMAN 
computer system and from interviews with the vendor managers . The available data is processed by 
the writer to information and then analyzed. The results are shown below. 
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2.1.1 Storage 

In fiscal year 1998 the Sum of Money (SoM) is 10.64 7 .689 USO. This is realized by 61 active vendors 
divided into 89 active vendorcodes. Looking at the data in appendix V, two things stand out. First the 
large number of OEM's, which is 65.2% of the total number of vendorcodes. Second the almost equal 
division between New Build- and Repair-vendorcodes. This high number of OEM's results from the 
fact that Manufacturing Acquisition uses a large number of different OEM's for production. Therefore 
Services Acquisition is also bound to these vendors. This fact, as well as the fact that Services 
Acquisition still has to acquire older parts from possible other OEM's, makes that Storage has a large 
number of OEM's. Another reason for the large number of OEM's, according to Repair-parts, is the 
fact that Manufacturing Acquisition already has made warranty agreements with the OEM that are 
binding for Service Acquisition. 
The almost equal division of New build- and Repair-vendorcodes indicates that Storage has a relative 
large number of Repair-parts. 
Another characteristic is that the number of Purchase Orders concerning Repair-parts (70.7%) is much 
higher with respect to New build-parts (29 .3%). This results in a higher workload for repair. 
When looking at the 80/20-analysis it shows that almost 40% of the vendorcodes are responsible for 
5% of the Sum of Money. The reason for this is that these can be specific parts, or that the capacity at 
the prime-vendor is inadequate and therefore a second vendor needs to be used. 

2.1.2 Printers 

In fiscal year 1998 the Sum of Money (SoM) is 10.762.438 USO. This is realized by 53 active vendors 
divided into 83 active vendorcodes. Looking at the data in appendix VI it shows that by far the most 
vendorcodes are OEM's (72.3%). This is mainly due to two reasons, the first reason being in general a 
large number of the parts of the printer commodity are specific. Second, just like Storage, 
Manufacturing Acquisition is responsible for the large number of OEM's. Looking at the number of 
New build-Parts (88.2%) and Purchase Orders (73.7%) it becomes clear hat New build-parts are much 
more important than Repair-parts . It's obvious that the largest amount of Sum of Money is generated 
by OEM- New build-vendorcodes. 
Remarkable is the absence of Brokers, meaning that the commodity Printers has a relative reliable 
supply. The New build- Third Party- vendorcodes (6.0%) deliver 30.0% of the total number of part 
numbers. This concerns mainly Multivendor parts, with small quantities. Through purchasing these 
parts at a small number of vendors the workload for the vendor manager is limited. 

2.1.3 Components 

In fiscal year 1998 the Sum of Money (SoM) is 3.093.380 USO. This is realized by 94 active vendors 
divided into 105 active vendorcodes, as shown in appendix VII. What is striking is the small amount 
of Sum of Money in contrast with the large vendor base. The large number of vendors is due to fact 
that the parts to acquire are very heterogeneous. But the most remarkable characteristic is that there is 
practically no repair. This is due W the fact that components in general aren't repairable and in case of 
a break down are just being replaced. An OEM (31.5%) and an Authorized Dealer (47.2%) acquire 
most of the parts. There are just as much OEM's as Authorized Dealers, both approximately 42%. The 
reason for the large number of OEM's and Authorized Dealers is, that these type of vendors have a 
guaranteed quality level and a Third Party or Broker hasn't. Besides that, a Third Party or Broker has a 
higher supply risk. 
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2.2 A qualitative analysis 

The qualitative analysis is based on the Acquisition model. The Acquisition model is explained in 
chapter I. Each box of the Acquisition model will be analyzed and described. The required 
information is obtained by interviews with the vendor managers of Services Acquisition. The analysis 
was started by a general interview with all vendor managers, appendix VIII and appendix IX. 

2.2.1 External objectives 

The external objectives are the basis of each acquisition analysis, focused on improvement. These 
objectives are intended to fulfill as much as possible the demands of the market, within the strategic 
frame of the company (effectively). 
The main objective is availability, i.e. to what extend is a product available for the customer. 
The goal concerning level of availability for Services Acquisition is set at 95% for fiscal year 1999. 
Another important external objective is flexibility, i.e. the ability of acquisition to react on changes of 
the market. This can be subdivided in: 

• Flexibility of the range of products, focused on changes in the composition of the range of 
products. For Services Acquisition this is very important. Due to the growing market, where 
continuous new products are being introduced, and the short product life cycle, the product base 
extends/changes quickly. For example, in the last year the range of products needed increased 
18%. 

• Volume flexibility focused on fluctuations in demand. Services Acquisition is operating in a 
service environment, which implies that the demand is relatively uncertain and volume fluctuation 
plays an important role. This becomes an even bigger problem when products get older. 

The third external objective is quality, i.e. to what extend is a customer satisfied with the product. This 
concerns both the technical aspects of a product as the delivered service. 

2.2.2 Internal objectives 

The purpose of the internal objectives is to realize the external objectives for the lowest possible cost 
(efficiency). Important internal objectives are first, a small vendor base, consisting of only preferred 
vendors and second, an optimal use of the available capacity. At this moment Services Acquisition has 
a large vendor base, which increased by 7% last year. This results in a higher workload for Services 
Acquisition. Therefore an optimal use of capacity is required. An optimal use of the available capacity 
implies good vendor management, which is the third internal objective. 

To find an optimal relation between external and internal objectives 1s one of the core-tasks of 
acquisition management. 

2.2.3 Importance of acquisition 

In practice each company has his own definition of acquisition. For a major part the difference is a 
result of the view of management of acquisition. This is due to the fact that management is responsible 
for assigning the responsibilities and competences to acquisition. In general , management can have 
four different views of acquisition [Van Weele, I 997] : 
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• Order orientation. In this situation the buyer is mainly responsible for ordering. Acquisition is 
primary judged on the way they handle orders. Taking care of the need in the short run is the main 
priority. 

• Commercial orientation. Management is conscious of the big amount of money that is concerned 
with acquisition. This vision of acquisition often results in exaggerated attention for purchase 
prices and discounts . 

• Logistic orientation. Acquisition is judged to what extend they succeed in acquiring the need for 
the short and long run. Judgment of the performance is mainly based on logistic and quality 
performance indicators. 

• Strategic orientation. In this situation management is aware of the situation that acquisition is an 
important competitive activity. Acquisition is part of the strategic enterprise plan. Next to cost 
reduction also attention is paid on the need for the long run. 

A relation can be made between the acquisition tasks and the v1s10ns mentioned above. As the 
acquisition function increases in professionalization, the acquisition tasks and responsibilities will 
increase in depth . Gradually the strong functional focus will be replaced by the cross-functional focus. 
In this stadium management becomes conscious that the largest savings can be realized by good 
product specification and vendor selection instead of good contracts. To be effective in this stadium a 
functional approach is not sufficient anymore, a cross-functional approach like commodity teams is 
preferred. These teams focus more on the total acquisition cost than on the cost price of a product. 

To determine the vision of management all vendor managers of Services Acquisition are interviewed 
as well as management itself. These interviews concerned the acquisition tasks that belong to the 
concerned visions. After these interviews the following conclusions can be made, table 2.1. 

Order orientation • Administrative, executive ✓ 

• Acquisition at local vendors ✓ 

• Fragmented acquisition of products ✓ 

Commercial orientation • Competitive bidding ✓ 

• Acquisition savings ✓ 

Logistic orientation • All-in contract ✓ 

• Vendorrating ✓ 

• Se mented vendor strate 
Strategic orientation • Make or buy (repair parts) ✓ 

• Allocation 
• International vendor orientation ✓ 
• Hi hi ualified mana ement 

Table 2.1 Acquisition tasks [Van Weele, 1997) 

This indicates that the management vision of Compaq concerning acquisition has reach the level of 
"logistic orientation" However this means that acquisition has a cross-functional focus and this isn't 
completely true. Among other things this isn't true due to the fact that they don't have a segmented 
vendor approach. To improve Services Acquisition a segmented vendor approach should be developed 
and implemented, which is the goal of this project. 
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2.2.4 The physical construction 

The spares and repairs acquisition department in Nijmegen consists of ten different product groups. 
Managed by ten vendor managers, each managing a base of vendors. Some vendor managers are 
responsible for more than one product group. Together they manage about 400 vendors with a 
purchasing volume of 100 million USD in fiscal year 1998. The acquisition organization is depicted in 
appendix III. The organizational structure of Services Acquisition is part of a commodity structure. 
Each product group is part of a commodity and the concerning vendor manager is responsible for the 
terms and conditions of the acquisition of his product group. Next to acquisition, three other parties 
take place in the commodity: material management, who is responsible for the composition of the 
spares menu. Material planning, who is responsible for purchase requirements and actual stock levels. 
And last engineering, which gives technical support. 

The ten acquisition product groups together form Services Acquisition Nijmegen, as shown in 
appendix X. The ten commodities are formed around product groups with specific characteristics, as 
shown in appendix X. 

The described commodities are on local level but there are also commodity teams operating on 
worldwide level, these are so called virtual commodity teams. These worldwide teams consist of the 
entire local acquisition vendor managers, engineers and quality managers of spares & repairs. The 
worldwide teams are also centered on one product group. The purpose of the virtual commodity team 
is to share information concerning prices and volumes, make worldwide agreements and contracts. 

2.2.5 Managing of the process 

Appendix XI, by examining how the process is managed, a closer look of the used policy will be 
taken. Therefore the five policy-instruments of van Weele will be used. 

Acquisition logistics 

Quality policy 

Price policy 

Vendor policy 

Communication policy 

Table 2.2 Policy instruments [Van Weele, 1997] 

Acquisition logistics 

• Supply policy 
• Supervision on requests 
• Shortening lead times 
• Control on the delive erformance 
• Involvement of acquisition in the development 

process 
• Im rovement of the vendor ualit erformance 
• Control of acquisition cost and -prices 
• Reduction of ac uisition cost and - rices 
• Sourcing policy 
• Im rovement of vendor erformance 
• Internal contacts 
• External contacts 

Services Acquisition is operating in a service environment. This means that the demand can be 
irregular and the amount low. This leads to the fact that acquisition often has to buy small quantities 
for a relative high price, or, that acquisition has to buy large quantities due to minimum order 
quantities constraints. 
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A vendor manager is supported by a planner/buyer, who is responsible for checking the orders. The 
planner/buyer signals low stock and orders on these data. The role of Acquisition is sourcing, the 
process of finding a new vendor. Services Acquisition takes care of e.g. lead-time reduction and 
getting a competitive price for the parts . It also keeps the data "up to date" to support the 
planner/buyer. 

Quality policy 

It is essential to realize that Services Acquisition deals only with the acquisition of services, spare- and 
repair parts. This leads to little influence on the standardization of material used in development and 
production. 
Quality improvement is done for products "in the field". 
This means that when a service center in a country receives a product with a higher than normal failure 
rate, feedback towards Services Acquisition becomes necessary. 
Acquisition has the responsibility to solve this problem, meaning that in cooperation with engineering 
a suitable replacement has to found . 

The maintained quality standards are not high. Above a certain sum of money a vendor needs to have 
a quality certificate, e.g. ISO 9002. Furthermore, the parts undergo a "cosmetic" check at entry of the 
part at the dock. Concerning the ql!lality of repair a vendor has to hand over a Technical Statement of 
Work (TSOW). This guarantees a certain quality level of the process and the repair. The Repair data 
reports are checked once a year. 

Another important characteristic of services is the warranty. Concerning the warranty of OEM's one 
has very little possibilities, because this is already determined by Manufacturing Acquisition in the 
development or production phase. It appears more often that this becomes a problem for relative 
simple products, because the freedom of action is limited. If a product is out of warranty, Acquisition 
is free to decide what to do. It means that one has the choice of buying a new build or repair it, which 
differs considerably in the costs (approximately 33% of the new build price). At repairing the part one 
has the choice of making it as good as new, this means the mean time between failure (MTBF) equals 
a new build. Or one can look at the remaining lifetime of the part and tune the repair in such a way 
that the MTBF equals this remaining lifetime. 

Price policy 

For new build parts, the possibilities are limited and are mainly determined by the volumes purchased. 
This in contrast with repair parts, whereby often the method of open price calculation is used. This is 
done at OEM's and Authorized Dealers as well as third parties to realize the most competitive price. 
The needs of Services Acquisition Nijmegen are often small quantities of different types. This means 
that in certain cases acquisition has to buy above the cost price. This is due to the fact that the cost 
price is based on manufacturing contract prices. Manufacturing contract prices are mostly based on 
large quantities. Service Acquisition doesn't need this large amount and has to acquire a smaller 
volume. This results generally in a higher price per product. Another problem that may occur, is that 
Acquisition can't buy small volumes, or below a certain sum at an OEM. Therefore Acquisition 
purchases via distributors who have a wide range of products and are official OEM resellers. Based on 
forecast demand Acquisition can negotiate prices and make use from the corporate contract prices 
through them. Negotiation of prices during the year is done by: 

• At least ones a year top I 00 items on RFQ 
• Through letter agreements with forecast demands prices are set per year. 
• Make use from corporate contracts through Distributors 
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Vendor policy 

First of all needs to be determined that Acquisition has a so-called "Supplier management and review 
process". This process covers in a short description the following items: 

• Supplier sourcing and selection 
• Supplier categorization and ownership 

(Supplier categorization is the field of research for this project) 
• Supplier evaluation/review 
• Supplier rating 
• Review meetings 
• Supplier development 
• Corrective action plans 

This serves as a basis for supplier management, but the problem is point two, supplier categorization 
and ownership. The way suppliers need to be categorized isn't described and -this happens mainly on 
the experience of the vendor managers. As a result of this method of work, different standards of what 
is an important vendor are being used This is completely dependent of the involved vendor manager. 
The lack of a categorization method implies an inefficient and ineffective way of working. Which 
leads to a high workload for the vendor managers. 

Due to developments in the market, Acquisition has to do with an increase of the number of products 
that need to be acquired. This has lead to a large heterogeneous supplier base, which causes a too large 
span of control. Acquisition now has so many vendors that managing them in a well way just costs too 
much time and money. Therefore a solution need to be found to get a bigger span of control on the 
vendors. At the moment this is a real problem. 
By looking at the vendor base, segmentation can be made into four types of vendors; OEM, 
Authorized Dealer, Third Party and Broker. 
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The reason for this is that these suppliers can be distinguished on quality, leverage, reliability and 
dependency. An OEM has the highest score on these variables and a broker the least. However there 
is little to no difference in the way the vendor managers are managing these vendors. This doesn't 
mean that the vendors are managed equal, but a clear management strategy how to deal in the near 
future is al but missing. The vendor managers are much to busy handling their job "to serve the 
factory" than "managing the future". A result of missing a clear vendor policy is that the available 
energy and time is not spent efficient. This leads to an atmosphere where vendor managers feel they 
have not enough time to manage the vendors, as they should do. 
Besides that, an OEM is often forced upon by Manufacturing Acquisition, the reason for this is that 
they select the vendor, make the first contact and draw up the contract without consulting first with 
Services Acquisition. This method of work means that Services Acquisition has little to no influence 
on contract agreements. This may lead to problems concerning lead times, the date when a product 
will be end of life and warranty agreements. Especially the agreed warranty terms can lead to 
problems, this happens if an OEM doesn't perform like he has to. In particular the repair-activities by 
an OEM can be a source of annoyance, this is due to the fact that repair isn't the core-business of the 
OEM. 

Another thing that is of concern is that vendors are split up into vendorcodes. A vendorcode consists 
of a group of products that have common characteristics. This can be a product characteristic but for 
instance it can also be that products with different characteristics form a vendorcode because, when 
ordered, they have to be delivered within 24 hours. 
In this way they have constructed repair vendorcodes and new build vendorcodes. This is done 
because repair requires much more attention from the vendor manager than new build parts. 
To get a better vendor performance they measure the performance of several aspects, like lead-time, 
quality, prices etc. This data will be used as a feed back to the vendor. 

Communication policy 

Each vendor manager has to make a business plan for his commodity that is checked with the goals of 
Acquisition. If this is approved it is the responsibility of the vendor manager to make his policy clear 
to the concerning vendors. 
Services Acquisition also likes to get more involved in acquisition at "engineering level" this is the 
phase where contracts are made. The current situation is that acquisition often gets regulations that one 
needs to apply. This can concern the products to acquire the lead-time, the warranty etc . 

2.2.6 The organization 

Appendix XII, to determine what the responsibilities are of Services Acquisition Nijmegen, the 
acquisition process of Van Weele will be used. The acquisition process consists of six separate 
activities that together form the responsibilities of the acquisition function, figure 2.1. 
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----initial/tactical acquisition function,---•.,◄◄o-,order-/acquire-/operational acquisition functi-

---- ----- ---purchasing/supply managemen+---------- -

-------sourcina-- -----

---------buying----- ---

-----------------procure men>-------------------

Figure 2. 1 Acquisition process [Van Weele, 1997] 

Specify 

Specifying of the menu which products are being acquired is done by Manufacturing Acquisition . 
Which parts need to be serviced is determined by Product management They provide Services 
Acquisition of a menu of parts and the technical details of the parts that need to be acquired. 

Select 

If a product is still in the warranty period, Acquisition has to deal with that specific vendor. This is 
determined by Manufacturing Acquisition in an earlier stage. In general selecting of a vendor needs to 
be done for both new build- as repair parts if they are out of warranty or end of life (EOL). Also 
sourcing needs to be done for multi vendor products. 
Acquisition prefers to work with OEM's or with Pan-European electronic distributors or repair centers, 
which are ISO9002 certified. Those distributors are the preferred partners for the OEM's because of 
their central organization and technical support possibilities. They have also the capability to work 
together with the OEM's to support special designed components, information of last time buy and 
delivery at OEM specification levels. 
On the open spot market acquisition purchases the obsolete parts, older parts, low quantity cost/quality 
products or in some cases for urgent needs. Also here acquisition deals with companies who are 
working qualified and guarantees the product. 

Contract 

Manufacturing already makes a lot of contracts, also for service. This is an impediment for Services 
Acquisition, due to the fact that. acquisition has no choice of going to an alternative vendor. This is 
especially a problem for repair, because an OEM sees repair not as his core-business and therefore he 
may not perform as well as a Third Party vendor. If products get older and go out of warranty or are 
end of life Acquisition needs to source vendors for these parts. 
In general every supplier with a expense above $ I 00.000 should have a contract. The possibilities are 
a Basic Order Agreement (BOA), Letter agreement, Price agreement or no contract at all . In general 
prices are reviewed twice a year and contracts with OEM's should be closed at worldwide level. 

Order 

Ordering is done by the Planner/Buyer and not a responsibility of Acquisition. Acquisition is 
responsible for a vendor, price, lead time etc. for each part. Acquisition has to keep this data updated. 

CHAPTER2 17 



COMPAQ 
COMPAQ SERVICES ANALYSIS OF THE CURRENT SITUATION 

Control 

The Planner/Buyer does control of stock. Control of prices, overdue, quality etc. is a responsibility of 
acquisition. The Planner/Buyer does "Trouble shooting" first and if the problems are more complex 
Acquisition has to solve the problems. At the moment this happens to much whit the result that a 
vendor manager gets a large load of work. 

Evaluation 

To measure the performance of a vendor, Acquisition has a vendor performance system that measures; 
management, price, delivery, quality, and ease of doing business and financial stability. Also review 
meetings are hold with the most important vendors. However, this is an aspect that happens to little, 
due to the fact that the vendor mangers have a lack of time. 

2.2.7 The information system 

For Acquisition, data is of utmost importance if not the most important aspect of doing business . 
Therefore a good information system is essential. But having merely a good system is not enough, data 
needs to be updated in order to get the right information. Especially the last aspect is of importance in 
the high-technology industry where Services Acquisition operates in. Therefore a closer look will be 
taken at the information. 
The system Acquisition uses is named MANMAN. MANMAN is designed to automate the entire 
manufacturing enterprise: finance, planning, production, purchasing, distribution, maintenance, and 
service. The application supports globalization, manufacturing flexibility , and supply chain 
management. It is primarily intended for make-to-stock, engineer-to-order, assemble-to-order, and/or 
make-to-order plant operations. Acquisition, Planning, Customer Services and Product management 
uses the system. MANMAN is a transaction system and not an information system. In MANMAN 
very much data is available and therefore it serves fine as a database. The problem lies in the fact that 
data needs to be converted to information. To get the information needed the data needs to be linked 
and that is something MANMAN 'can't do very well . Therefore Services Acquisition has a program 
called UDMS which is a reporting system, however this is complex and unfriendly to use. Since 
approximately one and a half~year Services Acquisition are using datawarehousing to retrieve 
information. Datawarehousing is performed through a Microsoft Access based program called 
Datawarehouse that serves as a large database that has the possibility to retrieve information in an easy 
way. In general this is a good solution that solves the shortcomings of MANMAN. 
A remark need to be made, now that Digital is taken over by Compaq the system will be adapted on 
the Compaq-system and this will be SAP. Services Acquisition expects that SAP cannot do as much as 
the current system and is not so easily to adapt as MANMAN. 

The communications between en;iployees, the internal information flow, is accomplished by electronic 
mail (e-mail). This is a fast, reliable way of communicating, saves a lot of administration and paper. 
Also the external information flow, to the vendors, happens more and more by e-mail. It is also a 
requirement for the most important vendors to have. In this way a very fast way of communication is 
possible. 
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2.3 Conclusions 

Now the analysis is completed, the following conclusions can be drawn. Because of the rapid 
expansion of Services Acquisition some problems areas are recognized, the most important problems 
at this moment are: 

• Contact with manufacturing 
Manufacturing is responsible for the large number of different vendors, it makes the contract with 
the OEM's and includes service agreements without consulting Services Acquisition. This ' limits 
the flexibility of Acquisition. 

• Quality policy 
The quality policy leaves much to be desired. Seldom and certainly no regular, technical, quality 
checks are performed. At this moment there is already taken some initiative to improve the 
technical, quality checks. The purpose is to more frequently test products instead of doing just a 
"cosmetic" check. 

• Managing of vendors 
Due to several reasons Services Acquisition has a large workload of managing the suppliers. One 
of the reasons is the large vendor base, which . causes a large span of control. Also there is no 
method to categorize the vendor base. The only segmentation vendor managers make is related on 
the type of vendor (OEM, Authorized Dealer, Third Party and broker) and if it is a "repair" or 
"new build" vendor. The prol;,lem with this segmentation is that the importance of a specific 
vendor is not clear. Missing of such segmentation is the reason why different vendor managers 
approach each vendor in a different way. The result is that the available capacity isn't efficiently 
used. A lot of time and energy is spent on the wrong vendor. This leads to a large workload for the 
vendor managers. 

Acquisition has three main problems that need to be solved: 

1. The first problem, improving contact with Manufacturing is very complex and needs to be done on 
a higher level in the organization. This is a real management problem that can't be done in a short 
period of time. Besides, solving this problem only preserves Services Acquisition for the future 
and doesn't solve the current vendor management problem. 

2. The second problem, improving quality policy is a problem acquisition is already working on. 
They are busy setting up a testing program of incoming parts. To what extend this testing will go 
and if the testing is done at Compaq is still a question. Besides it is not really an acquisition 
problem but an engineering problem. Therefore this problem doesn't have the highest priority. 

3. The last problem but not the least one is improving supplier management. This is a problem that 
has a direct influence on the work of the vendor managers. It is also a problem that needs to be 
improved to be competitive in the future. Services Acquisition needs to be able to adjust the 
acquisition strategy to the service market situation. To realize this, a segmented approach of the 
vendors is desired. This problem will be the scope of the project. 
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CHAPTER 3 I SEGMENTATION MODEL 

This chapter is used to describe a method that can be used by Services Acquisition to classify 
vendorcodes. 

3.1 The Services matrix 

Theory and practice show that adjustment of the acquisition strategy to the market situation enhances 
the performance of the acquisition department. A possible tool for a segmented approach is the 
portfolio technique, which has been presented by Kraljic, [1983]. Fundamental to the Kraljic technique 
is the idea that, since different vendors represent different interests to the company, acquisition 
managers need to develop a segmented acquisition strategy towards their supply market. 

The Kraljic matrix is a portfolio analysis of the supply market. Services Acquisition is operating in a 
service market and therefore the Kralj,ic matrix will be redesigned into a Services matrix. The Services 
matrix is reflected in figure 3. 1. 

Figure 3. 1 Services matrix 

Based on theory of portfolio analysis, interviews and discussions with the vendor managers the 
Services matrix is designed. An explanation of the design is given below: 
• The x-axis. The x-axis is used to describe the complexity of the supply market. For the design of 

the x-axis six criteria are tested. These criteria are adapted from Kraljic [1983]. 

l. Level of product specifically. The more specific a product is the more complex the acquisition 
will be. This can be split up into two criteria: 
l. Level of product standardization. Acquisition becomes more complex if products are 

unique, especially made for Compaq. 
2. Level of product technology. Acquisition becomes more complex if products make use of 

high technology. 
2. Number of alternative vendors. Acquisition becomes more complex if the number of 

alternative vendors is small. 
3. Level of product/service availability. If product/service availability is low, acquisition will be 

more complex. This concerns the availability in the market as well as the availability at the 
vendor. This project will be mainly focused on the availability at the vendor. 
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4. Length of the life cycle. If the product life cycle is short it will be complex to acquire the 
products after a certain period. Especially for Services Acquisition this is an important aspect. 

5. Level of competitive demand. If the demand in the market for a certain product or service is 
large, it will make the acquisition more complex. 

These criteria are tested by performing a pilot project. This pilot concerned the commodities storage, 
printers and components. The vendor managers of these commodities have given a score on each 
criterion for each vendorcode of their commodity. In other words, each vendorcode has been scored on 
six criteria. Each criterion is scored on a five point Likert-scale. After these test it could be concluded 
that the influence of the last two criteria, Length of the life cycle and Level of competitive demand is 
minimal. The maximum variance of the score was approximately 5% for the criterion Length of the 
life cycle and approximately 15% for the criterion Level of competitive demand. As a result the x-axis 
consists of three criteria. 

During the development of the Services matrix it was found that development of this matrix would be 
better served if performed with product groups instead of vendorcodes. This is due to the fact that a 
vendorcode can contain multiple product groups. 
The reason vendorcodes were used throughout the development of this matrix stems from the fact that 
the a) transformation from vendorcodes to products groups was outside the scope of the project, and b) 
the use of vendors as such is a too high-level approach and results in the overlooking of the specific 
characteristics of vendorcodes. This was decided after deliberating with the management of Services 
Acquisition . 

2 

3 

4 

5 

Many standard products 

Not many, not a few 
standard products 

A few standard products 

All unique products 

Table 3. 1 Criteria of the supply risk 
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• The y-axis . The y-axis is used to describe the financial risk for Services Acquisition. The financial 
risk can be expressed in two criteria: 

I . The SoM of a vendorcode. This criterion concerns the actual costs. The Sum of Money (SoM) 
is the actual purchase price times the amount of products acquired externally. This is a relation 
between Services Acquisition and a vendorcode. A higher SoM means that the concerning 
vendorcode is of higher importance and therefore will be placed higher in the matrix . 

2. The sum of 1MCP of a vendorcode. This criterion concerns the revenues made within Compaq. 
The Sum of MCP is the internal cost price, the price a department within Compaq pays to 
Services Acquisition for a product, times the amount of products acquired. The sum of MCP 
of a vendorcode therefore equals the sum of revenues made by the products that are acquired 
at the concerned vendorcode. This is a relation between Services Acquisition and an internal 
customer. A higher sum of MCP means that the concerning vendorcode is of bigger 
importance and therefore will be placed higher in the matrix. 

Services Acquisition operates with a no profit objective and has little to no influence on determining 
the MCP. So therefore it is more useful to look at the actual cost of a vendorcode (SoM) than at the 
revenues (sum of MCP). Therefore the first criterion, The SoM of a vendorcode, is preferred, because 
this criterion emphasizes best the importance of a vendorcode to Services Acquisition. To use the SoM 
as criterion for the y-axis is determined by a discussion with management of Services Acquisition and 
the vendor managers of the commodities storage, printers and components. 

Now both the axes are defined, the border values on the axis need to be determined. 
• The border value on the x-axis. The border value on the x-axis is the average that can be scored. 

The score can vary from 1 to 5 so the average value is 3. 
• The border value of the y-axis. The border value of the y-axis is US$ 100.000. This is already a 

general accepted border value of Services Acquisition in the current situation. If a vendorcode has 
a SoM larger than $100.000 it can be defined as a large vendor. 

• Another aspect of the matrix that needs to be mentioned is that the position of a vendorcode in 
time is more important than the absolute value of the concerned position. 

3.2 Segments of the Services matrix 

According to the Services matrix the vendorcodes can be divided into four segments. These four 
segments each have their own characteristics and will be described below: 

• Strategic segment 
High Supply risk and a large SoM. This means that the supply will be complex and in general the 
availability of the products is difficult. This is due to the fact that there are only one or two 
vendors and products are very specific. This means that Services Acquisition is very dependent of 
their vendors. Also is the financial risk is high, this means that a small change in price or 
acquisition volume has a relative big impact on the acquisition costs. It also implies that the 
leverage of Services Acquisition grows, as the SoM becomes larger. Reason for this is that the 
attractiveness of the products for a vendor is high. 

• Bottleneck segment 
High supply risk and a relative small SoM. This means that both the supply and availability of 
products will be difficult. This is due to the fact that there are only one or two vendors and/or the 
products are very specific. This implies that the dependency of Services Acquisition on their 

1 MCP = the internal sales price of products. For this price sells Services Acquisition its products to the internal customer. 
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vendors is high. The financial risk of this segment isn't high. A low price and/or small acquisition 
volume cause this. As a result the attractiveness of the products for a vendor is low. This implies 
that the vendor has a leverage position in this segment. 

• Routine segment 
Low supply risk and a small SoM. This means that the supply risk is relatively low and the 
availability of products is easy. Acquiring products is relatively easy, due to the fact that there are 
many vendors and products in this segment are in general not specific. The dependency of vendors 
is therefore low. The financial impact is also small. Due to the fact that the products that need to 
be acquired have a low acquisition price and/or small quantities are bought. Therefore the 
attractiveness for the vendor is small. 

• Leverage segment 
Low supply risk and a large SoM. This means that the supply has become easier and in general the 
availability of the products is simple. This is due to the fact that there are many vendors and/or the 
products are relatively standard. This means that Services Acquisition has a large independence. 
The financial risk is high, due to the fact that large amounts of products are bought and/or the 
products have a high acquisition price. This results in a leverage position for Services Acquisition 
in this segment. 
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3.3 Conclusions 

This chapter described the methodology used for the segmentation of the vendorcodes of Services 
Acquisition. A specific adaptation of the Kraljic matrix has been made for Services Acquisition, which 
resulted in the Services matrix. Also two derived matrices are described, which can be used by the 
vendor managers to enlarge their insight of the market and vendorcodes. 
The next chapter provides a tool that makes it easy to use the Services matrix in practice. 
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CHAPTER 41 PORTFOLIO TOOL: AN ACCESS APPLICATION 

This chapter describes the Microsoft Access tool that is used to construct the Services matrix . It 
describes the reasons to develop, its user base and how it is constructed. 

4.1 Reasons for development 

In Chapter 3 the theory of the Services matrix is described. Both axes are described and the segments 
are defined. Constructing a Service matrix is a complex process, given the fact that a lot of data is 
involved and as such should not be performed by the vendor managers themselves. However, an 
accurate and up-to-date service matrix is necessary to apply the right policy for each segment. This 
policy serves as a basis for the individual vendor managers' acquisition plan. To support the vendor 
managers an insight into the vendor base needs to be readily available. Therefore an automated tool is 
developed. 

The purpose of the tool is to improve and automate the creation of the matrix for the vendor managers 
so that the vendor managers have an up to date insight of the vendor base at every moment 

4.2 User base 

The tool was developed first to get an insight into the vendor base. In this way it is possible to evaluate 
the Services matrix as described in chapter 3. The advantage of Microsoft Access is that all data of the 
information system MANMAN can be converted into useful information. To support the vendor 
managers in creating the Services matrix the program evolved into an independent tool. This tool gives 
the vendor managers insight into the position of each vendorcode with respect to the matrix and, the 
relationship between the vendorcodes of their commodity. Based on this data the vendor managers 
have the possibility to make more accurate acquisition plan for their commodity. 

4.3 Construction of the tool 

The information system in use, MANMAN, contains a lot of data. However to make this data useful it 
must be converted into information. A powerful program that can be used is Microsoft Access. The 
advantage of Microsoft Access is that all data can be used in an active way to create the needed 
information. All needed data is available in the current information system MANMAN, so no changes 
on the information system have to be made. 
Before the possibilities bf the tool are described a closer look will be taken at the data that is used: 

I . Vendorcodes must at least have a history of one year in the information system MANMAN. 
(Except vendorcodes that have SoM larger than US$ I 00.000 in the last year, this is the border 
value of the y-axis) 

2. The Services matrix is based on 12-month-range data starting from the current date. 
3. Vendorcodes must be active, i.e. a purchase order has been placed in the past year. 

On the following pages the possibilities of the tool will be shortly described. This will be illustrated by 
some screenshots of the tool. When the tool is started the startup screen is shown, as in figure 4.1. 
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Figure 4.1 Startup screen 

This is the startup screen, it is kept simple and orderly to make it practical to use. 

Figure 4.2 Selection of the commodity 

In the upper left comer a vendor manager can select his commodity by selecting the specific 
commodity in a dropdown list, as shown in figure 4.2. In this screenshot there are only three 
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commodities listed. This is due to the fact that for the project these three commodities are chosen as a 
reference base. Next there are three tab-pages, the first tab-page, Portfolio, displays which information 
can be supplied. 
The next tab-page, Wijzigen Data displays the vendorcodes on which the analysis is based, as shown 
in figure 4.3. 

:NEWBl./1.D .. :.A..thorized .. dO<lie.r .. 
REPAIR ... ] Thirdf""IY 

·REPAIR OfM 

j~ot.el'. 
.• 9EM 

REPAIR .. .OEM 
NEW BlllD ;OEM 

·NEWBlJI.D 

Figure 4.3 Tab-page: Wijzigen data 

In this tab-page one can see the vendor manager who is responsible and the kind and type of a 
vendorcode. Also the scores on the variables that together form the supply risk can be seen. Besides 
viewing this data the vendor managers can also change the data in this tab-page. So if the supply risk 
of a vendorcode is changed it is adapted in this table. This needs to be done to have an up-to-date 
insight in the vendor base. 
This is done by selecting the concerned "supply" variable (e.g. "standardization") and changing the 
score, which can vary from 1 to 5. After the data is changed, the button "Update data" needs to be 
clicked in order to update the Services matrix. 
The following tab-page lnvoeren Data shows all the vendorcodes of which data is needed but not 
available, see figure 4.4. This can be new vendorcodes or existing vendorcodes of which the status 
changed into active. Active means a purchase order is placed within one year from the current date. In 
this table the data can be filled in. This data consists of the Kind and Type of a vendorcode and the 
variables of the supply risk, Standardization, Technology, Suppliers and Availability. Each of these 
variables will be explained on the following pages. 
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Figure 4.4 Tab-page: lnvoeren data 

The data changed and/or entered in the tab-page Wijzigen Data and in the tab-page lnvoeren Data is 
taken into account the next time the data will be updated. This update is scheduled and will be 
automatically performed the first of each month. If the new data needs to be taken into account 
immediately then this can be done by clicking on the Update Data-button in the upper right corner. 

Figure 4.5 Insert data: Kind 
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The field, Kind, see figure 4.5, refers to "new build" or "repair" and can be selected from a dropdown 
box. This field indicates if the vendorcode delivers new build parts or repair parts. 
The field, Type, see figure 4.6, refers to "OEM", "Authorized Dealer", "Third Party" or "Broker" and 
can be selected from a dropdown box. This field indicates what type of vendor this vendorcode is. 

Figure 4.6 Insert data: Type 

Figure 4. 7 Insert data: Variables supply risk 
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The fields, Standardization, Technology, Suppliers and Availability, as shown in figure 4.7, together, 
form the supply risk. A score on the scale of 1 to 5 can be given on each variable and can be selected 
from a dropdown box. In the chapter 3 the supply risk has been properly described. 

Figure 4. 8 Helpscreen: Toe/ichting 

The help screen Toelichting, as shown in figure 4.8, can be used for the variables of the supply risk. 
This can be a helpful function for a vendor manager if he does not know the exact definition of a 
variable. A vendor manager can use this function by changing or adding data in the fields of the 
concerned variables. The help screen can be accessed by clicking on the Toelichting button in the 
middle of the screen. 

4.4 Information supplied 

In the first paragraph of this chapter the goal of the tool is defined: 

The purpose of the tool is to improve and automate the creation of the matrix for the vendor managers 
so that the vendor managers have an up to date insight of the vendor base at every moment. 

Looking at the tab-page, Portfolio it can be seen which information is available for each commodity. 
This information can be viewed on the screen or printed. The following information is available: 

• A plot of the portfolio (appendices XIII, XIV and XV), in which each concerned vendorcode 
of the chosen commodity is represented as a dot. In this portfolio one can see in which 
segment a vendorcode is placed and the relationship between these vendorcodes. 

• A datasheet with quantitative data (appendices XIII, XIV and XV) about the total commodity 
(number of partnumbers, number of vendorcodes, SoM and purchase price). Also is the 
quantitative data of each segment displayed. 
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• Specific data of a segment can be viewed (appendices XIII, XN and XV). This data gives 
specific data of the vendorcodes in the concerned segment. 

The conclusions drawn from the tool are: 

• Constructing a Services matrix is complex and automation saves a lot of time. 
Obtaining the data out of the information system MANMAN and calculating the needed 
information takes a lot of time. Due to the fact that this is automated saves the vendor 
managers a lot of valuable time. 

• It is accurate and gives an up-to-date insight in the vendor base. 
Due to the fact that the tool is linked with the information system MANMAN the Services 
matrix is always based on up-to-date data. Because calculation of the data needed to create the 
Services matrix is automated, human errors are excluded and nothing is left out. 

• It supplies information of the vendor base as a whole, as well as information of each specific 
vendorcode. 
The outcome of the tool consists firstly of an overview of the whole commodity and secondly, 
an overview of each segment as well as data on vendorcode level is available. 
The vendor managers of Services Acquisition validated the available data. 

4.5 Conclusions 

Constructing a Services matrix can be very complex due to the fact a lot of data is involved. Therefore 
a tool is developed that will facilitate this. This chapter described the Microsoft Access tool that is 
used to construct the Services matrix. The reasons for development and its user base are described and 
a description of the possibilities of the tool is given. 
In the next chapter an analysis of the outcome of the Services matrix will be described. This is done to 
see if the outcomes give a good representation of the actual situation and to see if the outcomes are of 
any use for the vendor managers. 
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CHAPTER s I CHECKING AND EVELUA TING THE 
OUTCOMES OF THE PORTFOLIO 

This Chapter presents an analysis of the outcome of the Services matrix. The data that the analysis is 
based on is the result of the MS Access tool (appendices XIII, XIV and XV). This analysis is 
performed to test if the Access tool can be used as a tool in the future . Therefore it is necessary to 
know: 

I. If the outcome of the MS Access tool gives a good representation of the actual situation 
2. Are the conclusions that can be made on basis of the data of any use for the vendor managers 
3. Can, on basis of these data, policies be made 

The outcome for the commodities Components, Printers and Storage will be discussed in this chapter. 
Each segment of a commodity will be analyzed. For the bottleneck and routine segment the SoM is 
categorized and reflected in a table. This is done because in this way it is possible to see how many 
small (SoM below $ I 0.000) vendorcodes there are. This is not done for the other two segments, 
strategic and leverage, because vendorcodes in these segments always have a large SoM (SoM above 
$100.000). 

5.1 Commodity: Components 

The analysis in this paragraph is based on the results reflected in appendix XIII . In general it shows 
that the commodity components have a relatively large number (±180) of vendorcodes with respect to 
other commodities. Approximately 40% of the vendorcodes are active. Active means that a 
vendorcode has delivered a product or service within the last year. In the Services matrix the 
vendorcodes are reflected that are active and have a data history of at least one-year. 
Looking at the plot of the Services matrix one notices that almost every vendorcode (90%) is in the 
bottom half of the matrix. When looking at the SoM it can be seen that the vendorcodes in the bottom 
half of the matrix is responsible for 50% of the SoM. This is rather high compared to the portfolio 
theory (basic rule is about 20% ). This SoM is realized by 51 % of the partnumbers. When looking at 
the horizontal axis of the matrix (Supply risk), it can be concluded that most of the vendorcodes (81 % ) 
are placed in the left half of the matrix. This means that, in general, the supply risk of the vendorcodes 
is low and availability is relatively easily. 

5.1 .1 Analyzing the segments 

• Strategic segment 
No vendorcodes fall into this segment, which means that there are no parts or services that are 
hard to acquire and have a high financial risk. 
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Bottleneck segment 

I 
NB R NB R NB R NB R 

$100 .000 

$50.000 
2 2 

SoM $25 .000 
5 5 

$10.000 
4 6 

$0 
13 14 

1Table 5.1 Bottleneck segment Components 

Only 19% of the vendorcodes fall into this segment and are responsible for l 0% of the SoM. This 
SoM is realized by 2% of the partnumbers. When taking a closer look at the vendorcodes, table 
5.1, it shows that practically all vendorcodes in this segment (13 of 14) are OEM's and deliver 
new build parts (12 of 14). This indicates that these are parts that are highly specific. When 
looking at the score of variable one (level of standardization) and variable three (number of 
alternative suppliers) of the supply risk, we notice that these are very high (average of 4.21 and 
4.57). This confirms that the parts in this segment are highly specific and difficult to acquire. 
When looking at the distribution of the SoM, we can see that this distribution is far from equally 
spread between the vendorcodes. Only one vendorcode has a SoM larger than $50.000, seven 
vendorcodes have a SoM between $10.000 and $50.000 and six of the fourteen vendorcodes even 
have a SoM smaller than $10.000. This distribution makes it clear that a differentiated vendor 
approach is needed. Especially the vendorcodes with a small SoM are a bottleneck due to the 
negative balance between "time spend" and SoM. Also a large distribution of the average purchase 
price (APP) can be observed. The distribution of the number of partnumbers is almost equal, no 
extremes can be observed. Generally, the vendorcodes with many partnumbers and a small SoM in 
combination with a low purchase price are the largest bottlenecks. This is due to the fact that, in 
this situation, the leverage "time spend" and SoM is very large. 
Compared with the average purchase price of the other segments, the average purchase price of the 
bottleneck segment is high . This is mainly due to the high specifically of the parts in this segment. 

Routine segment 

I 
NB R NB R NB R NB R 

$100.000 
3 2 6 

$50 .000 
3 4 9 

SoM $25.000 
4 7 2 13 

$10 .000 
9 10 3 24 

$0 
19 24 6 3 52 

Table 5.2 Routine segment Components 

1 NB=New Build vendorcodes and R=Repair vendorcodes 
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This is a large segment of Components, as well from a financial point of view as from the number 
of vendorcodes and from the number of parts. 40% or approximately 1 million dollars of the SoM 
is spent in this segment. This is realized by 71 % (52) of the vendorcodes, which deliver 49% (946) 
of the parts. When taking a closer look at the vendorcodes, table 5.2, it can be seen that 
approximately 50% (24) vendorcodes are "Authorized Dealer" and there are 19 OEM, 6 "Third 
Party" and 3 "brokers". The fact that there are relatively many non-OEM vendorcodes indicates 
that the flexibility is good. Also the quality of the products is guaranteed, because an Authorized 
Dealer delivers parts according to OEM-specs. Practically every part that needs to be acquired in 
this segment is "new build". In general "new build" parts are easier to acquire than "repair" parts, 
due to the fact that with "new build" parts only one goods flow, the incoming flow, is concerned. 
When taking a closer look at the OEM vendorcodes in this segment, it can be noticed that the parts 
they deliver are in general highly specific. The reason the OEM vendorcodes are in the routine 
segment and not in the bottleneck segment is due to the fact that the products are easily available. 
These parts are so-called "of the shelf' parts. By analyzing the distribution of the SoM, table 5.2, 
it can be seen that only six vendorcodes have a SoM larger than $50.000. 22 Vendorcodes have a 
SoM between $50.000 and $10.000. The last part consist of 24 vendorcodes that have a SoM 
smaller than $10.000, from which 8 have a SoM smaller than $1000. It becomes clear that a 
differentiated vendor approach will be in its place. Especially the small vendorcodes below 
$10.000 form a large group (±50% ). A lot of time is spent on these vendorcodes and they are only 
responsible for 8% (±$80.000) of the SoM in this segment. 
The average purchase price in this segment is relatively low. When taking a look at the 
distribution of the average purchase price between the vendorcodes, it can be seen that the average 
purchase price has a large spread. In this segment purchase prices are sometimes too high 
according to the market. This is due to the fact acquisition, in some cases, needs to acquire less 
than the minimum order quantity, which leads to higher purchase prices. The Number of 
partnumbers a vendorcode delivers also shows a large spread, however it can be seen that the 
vendorcodes with a small SoM mostly have fewer partnumbers. 

• Leverage segment 

t 
SoM 

I 

$ 00 

$100.000 

NB 

2 

R NB R NB R NB R 

3 7 

2 3 7 

Table 5.3 Leverage segment Components 

This is the largest segment of Components and is responsible for 49% ($1 .261.006) of the SoM, 
this is realized by only 10% (7) of the vendorcodes, table 5.3. The concerned vendorcodes deliver 
49% (±947) of the partnumbers. The leverage between the SoM and the number of vendorcodes is 
large. Also the leverage between the number of parts and number of vendorcodes is large. This is 
good due to the fact that many parts can be required at a vendorcode and the large SoM makes the 
parts attractive for the vendor. Acquisition is in a dominant position in this segment due to the low 
supply risk and high attractiveness of the products for a vendor. Because there are no vendorcodes 
in the strategic segment, one should expect there would be more vendors in the leverage segment. 
This is due to the fact that this commodity has: -

1. relatively small quantities needed 
2. and a low purchase price 
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When looking at the distribution of the SoM between the vendorcodes it can be noticed there is 
still a considerable difference between the top-vendorcode and the bottom-vendorcode in this 
segment. In this segment this difference is of less importance because each vendorcode is large 
from a financial point of view. There are two OEM vendorcodes in this segment that indicates that 
flexibility is good. When looking at the average purchase price and the number of partnumbers of 
each vendorcode, it can be noticed that the OEM vendorcodes have a high average purchase price 
and a small number of partnumbers. This is in contrast to the other vendorcodes in this segment. 
The parts of the OEM vendorcodes are also specific, but the availability is good. The average 
purchase price of the other vendorcodes is low comparing to the other vendorcodes in this 
commodity. On the other hand the number of partnumbers of these vendorcodes are large. This 
combination results in a high SoM. 

5.1.2 Conclusion 

r 

NB A NB A NB A NB A 
$ 00 

2 3 7 
$100 .000 

4 2 7 
$50 .000 

SoM 5 4 11 
$25.000 

9 7 2 18 
$10.000 

13 10 4 30 
$0 

34 27 8 4 73 

Table 5.4 Overall Components 

The bottleneck segment is small in a financial point of view and in number of vendorcodes, however 
there are many vendorcodes with a small SoM (43% smaller than $10.000), table 5.4. These 
vendorcodes just take a lot of time to manage compared with the SoM. Another point is that each 
vendorcode has just a few partnumbers, this also contributes to the fact that a lot of time is spent on 
managing these vendorcodes compared to the SoM. Besides that, is the attractiveness of the products 
smaller for a vendor. Due to the fact that the parts in this segment are very specific is the dependency 
of a vendorcode high. This is a serious threat and therefore needs to be reduced. 
The routine segment has many vendors with a small SoM and number of vendorcodes ( 46% smaller 
than $10.000). This again means a lot of time is spent on managing vendorcodes compared to the 
SoM. The vendorcodes under $10.000 are the largest bottleneck and therefore need to be reduced as 
much as possible. Next to this are there still many OEM, this restricts the flexibility of acquisition. 
The leverage segment has a large SoM considering the number of vendorcodes. Also the leverage 
between the number of parts and number of vendorcodes is large. This is good due to the fact that many parts 
can be required at a vendorcode and the large SoM makes the parts attractive for the vendor. 
The overall conclusion is that a vendorcode reduction needs to take place. Especially vendorcodes 
with a small SoM and a small number of partnumbers. Focus need to be placed on the routine 
segment, due to the fact that this is the largest segment in all points of view. Next needs the 
dependability in the bottleneck segment to be reduced. Table 5.5 reflects the most important facts of 
the analysis. 
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Many vendorcodes with a small 
SoM and a small number of 
partnumbers (41 % smaller than 
$10.000). 

• Small number of partnumbers (2% of total). • High level of dependability in 
the bottleneck segment. 

Routine 

Leverage 

• Vendorcodes have just a few partnumbers. 
• Practically only OEM vendorcodes (93%). 
• High average purchase price (±5 times the "second" 

hi hest APP. 
• Large in a financial point of view (40% of SoM). 
• Relatively many vendorcodes with a small SoM 

vendorcodes ( 46% smaller than $ 10.000). 
• Large number of partnumbers (49%). 
• Relative! man OEM vendorcodes 46% . 
• Largest segment in a financial point of view (49% of 

SoM). 
• Small number of vendorcodes (10%). 
• Large number of partnumbers (49%). 
• Low avera e urchase rice. 

Table 5.5 Facts commodity Components 

5.2 Commodity: Printers 

The analysis in this paragraph is based on the results reflected in appendix XIV. The printers 
commodity has about I 00 vendorcodes and of which approximately 60 are active. 75% of these active 
vendorcodes is OEM, this is a lot and flexibility of acquisition is hindered through it. In a financial 
point of view this is a large commodity, the SoM is about 10 million USD. Looking at the plot of the 
Services matrix, appendix XIV, it can be noticed that there are a few extremely large vendorcodes 
from a financial point of view. Therefore it is no surprise that the upper half of the matrix is 
responsible for 88% of the SoM. The SoM is realized by 42% of the vendorcodes and approximately 
80% (±3000) of the number of partnumbers. The number of partnumbers in the upper half of the 
matrix is extremely high . In theory the 80-20 rule can be applied in this part of the matrix. This means 
that, in theory, in the upper half of the matrix approximately 80% of the SoM is realized by 20% of the 
number of parts and vendorcodes. In this case the balance is disturbed. When taking a look at the 
supply risk or horizontal axis of the matrix it can be noticed that there are just a few more vendorcodes 
placed in the right half of the matrix, approximately 60%. This means that most vendorcodes have 
parts that are difficult to acquire which puts an extra load on the available capacity. Looking at the 
number of partnumbers in this commodity, it can be noticed that there are approximately 3700 
partnumbers. This is a large number and is equally distributed between the left and right half of the 
matrix. This means there are relatively many parts that are difficult to acquire. 
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5.2.1 Analyzing the segments 

• Strategic segment 

• 

t $ 00 

NB R NB R NB R NB R 

SoM 12 7 20 
I $100 .000 

19 20 

Table 5.6 Strategic segment Printers 

In a financial point of view this the most important segment, nearly 7,5 million US dollars (±75%) 
is spent in this segment. This is realized by 32% (20) of the vendorcodes and 41 % (±1500) of the 
number of partnumbers. The SoM of money and number of partnumbers are extremely high for 
this segment in accordance with the other segments of the matrix. When taking a closer look at the 
vendorcodes, table 5.6, it can be noticed that practically all vendorcodes are OEM's (95%). 
Approximately 65% of these vendorcodes deliver "new build" parts. This means that 35% of the 
vendorcodes deliver "repair" parts which is rather much for this segment, this is due to the fact 
that the parts are highly specific and therefore can only be repaired by the OEM. Another 
important fact is warranty, many OEM vendorcodes have warranty contracts, which are binding 
for Services Acquisition. This results in a higher number of OEM "repair" vendors. The fact that 
there are so many OEM vendorcodes implies a low flexibility of acquisition. When looking at the 
distribution of the SoM between the vendorcodes it can be noticed there is one extreme 
vendorcode (GENIGYl), this is the disposed printer division of Digital and now serves as a 
vendor. When looking at the distribution of the average purchase price and number of partnumbers 
it can be noticed that they are not equally spread between the vendorcodes. This indicates that a 
differentiated vendor approach will be needed. 
Looking at the variables of the supply risk it can be noticed that the level of product 
standardization is relatively high (3 .80), which means the product is relatively unique. Also is the 
number of alternative vendors very low. These two facts confirm the inflexibility of acquisition in 
this segment. 

Bottleneck segment 

I 
NB R NB R NB R NB R 

$100 .000 
4 2 6 

$50 .000 
2 2 

SoM $25.000 
2 3 

$10 .000 
5 2 7 

$0 
18 18 

Table 5. 7 Bottleneck segment Printers 

Only 6% ($585 .734) of the SoM is spent in this segment, this is realized by 7% of the partnumbers 
and by 29% ( 18) of the vendorcodes. These are relatively many vendorcodes compared to the 
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SoM. Again are all vendorcodes OEM's and approximately 75% of the parts they deliver are "new 
build" parts. These parts are highly specific according to variable one, appendix XIV, (level of 
standardization) and two (level of technology) of the supply risk. According to variable four, there 
is practically no possibility to acquire the parts by an alternative vendor. All these facts together 
indicate that acquisition has an extremely low flexibility in this segment. When taking a closer 
look at the distribution of the SoM, table 5.7, it can be noticed that there are 6 vendorcodes above 
$50.000, 5 vendorcodes between $50.000 and $10.000 and 7 vendorcodes are even smaller than 
$10.000. Taking a look at the distribution of the number of partnumbers, It can be noticed there is 
a correlation between the SoM and number of partnumbers. Vendorcodes with a high SoM also 
have more partnumbers. It can be concluded that vendorcodes with a small SoM and small number 
of partnumbers will take a lot of time to manage compared to the SoM. This concerns 
approximately 40% of the vendorcodes in this segment, which is too much. When we take a look 
at the average purchase price we notice it is rather high, this is due to two reasons: 

1. The quantities acquired are smaller than the MOQ, which results in a higher purchase price. 
2. Or, the parts are so specific and scarce that this results in a higher purchase price. 

Routine segment 

I 
NB R NB R NB R NB R 

$100.000 
2 2 7 

$50.000 

SoM $25.000 
3 5 

$10 .000 
2 2 5 

$0 
7 5 6 18 

Table 5.8 Routine segment Printers 

This is a small segment. The SoM is 6% ($616.911), which is realized by 12% of the partnumbers 
and 29% of the vendorcodes. When looking at the make-up of the vendorcodes, table 5.8, a 
practically even distribution between OEM, Authorized Dealer and Third Party vendorcodes . This 
indicates a good flexibility of acquisition. Once again the scores on the variables of the supply 
risk, appendix XIV, confirm this. These are all very low, which indicates a low specification of the 
parts and many alternative vendors are available. An exception on this form the OEM's, but they 
have a good availability of parts, these are so called "of the shelf' parts. About the distribution of 
the SoM, table 5.8, can be mentioned that 20% of the vendorcodes have a SoM smaller than 
$10.000. The average purchase on the other hand is extremely high ($97,31) in comparison with 
the other segments and the portfolio theory, this is mainly due to the fact that the quantities 
acquired are smaller than the MOQ, which results in a higher purchase price. 
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Table 5.9 Leverage segment Printers 

Compared to the SoM of this commodity is the SoM of this segment relatively low, appendix 
XIV. Only 14% of the SoM is realized in this segment, by 10% (6) of the vendorcodes. However, 
a lot of partnumbers are in this segment, 40% of the total number of partnumbers. This is mainly 
due to one vendorcode (EXPRFRMULT) who delivers approximately 65% (1046) of the 
partnumbers. This vendorcode is a Third Party vendorcode and is the preferred vendor of printers 
with regard to multi vendor parts. These are parts other than Compaq that need to be serviced. 
This segment is a good example of acquiring parts of multiple OEM's through one vendor, it saves 
time and creates a high SoM, which makes it attractive for the concerned vendorcode. The 
flexibility in this segment is good. This is due to the fact that the parts in this segment are 
relatively standard and easy to obtain, which results in a low supply risk. Second, there is only one 
OEM vendorcode, one Authorized Dealer and there are four Third Party vendorcodes in this 
segment, table 5.9. 

5.2.2 Conclusion 
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Table 5.10 Overall Printers 

The commodity printers has many OEM vendorcodes (73% ), table 5.10, this has a big impact on 
flexibility of acquisition . The strategic segment is extremely large, as well from a financial point of 
view as in number of partnumbers. The flexibility is low due to the fact the parts are very specific and 
delivered by OEM vendorcodes. Special attention need to be placed on vendorcodes with many 
partnumbers and/or with high average purchase prices. The reason is that these vendorcodes have a 
large financial impact and/or a high supply risk. 
The bottleneck is small in a financial point of view. The, in general, specific parts are all delivered by 
OEM vendorcodes and this means the flexibility is low in this segment. However there are still a 
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considerable number of vendorcodes with a small SoM and a few partnumbers (20%). These 
vendorcodes take a lot of time to manage and therefore need to be reduced. 
The routine segment also has a small financial impact, but flexibility of acquisition is relatively good. 
The average purchase price is relatively high. 28% of the vendorcodes have a SoM smaller than 
$10.000, which is a considerable amount. 
The Leverage segment has relatively many Third Party vendorcodes, which improves flexibility. 
Initially you think there are a lot of partnumbers, this is true, but most of these partnumbers are 
delivered by one vendorcode. This reduces the time spend on managing vendorcodes and creates more 
attractiveness for the vendor, this is due to the larger SoM. 
The overall conclusion is that flexibility needs to be improved. Second vendorcodes with a small SoM 
(20% smaller than $10.000) and a small number of partnumbers need to be reduced. Focus need to be 
placed on the strategic segment, due to the fact that this is the largest segment in all points of view. 
Table 5.11 reflects the most important facts of the analysis . 

Strategic 

Bottleneck 

Routine 

Leverage 

• 
• 
• 
• 
• 
• 
• 

• 
• 
• 

Very large in a financial point of view (74% of SoM). 
Relatively many part numbers (41 % of total) . 
Many OEM vendorcodes (95%) . 
Relatively many "repair" vendorcodes (35%). 
Hi hi s ecific arts . 
Very small in a financial point of view (6% of SoM) . 
Relatively many vendorcodes with a small SoM (39% 
smaller than $10.000). 
Highly specific parts . 
Relatively small nimber of partnumbers (7% of total) . 
All OEM vendorcodes . 

• Practically no alternative vendors. 
• Hi h avera e urc;hase rice. 
• Very small in a financial point of view (6% of SoM). 
• Relatively many vendorcodes with a small SoM (28% 

smaller than $10.000). 
• Relatively high average purchase price. 
• Relatively small number of partnumbers (12% of 

total). 
• Relative! man OEM vendorcodes. 
• Small in a financial point of view (14% of SoM). 
• Relatively many partnumbers (40% of total) . 
• Just a few vendorcodes 10% . 

Table 5.11 Facts commodity Printers 

5.3 Commodity: Storage 

• 

• 

• 

Lack of alternative vendors 
(especially in the bottleneck 
segment) implies low flexibility. 
Many OEM vendorcodes 
(73%). 
Too many vendorcodes with a 
smi:111 SoM and a small number 
of partnumbers (20% smaller 
than $ 10.000). 

The analysis in this paragraph is based on the results reflected in appendix XV. The commodity 
storage consists of approximately 150 vendorcodes of which 50% are active. Looking at the plot of the 
matrix it can be noticed 87% of the SoM is spent in the upper half of the matrix, this is realized by 
33% of the vendorcodes. However there are relatively many (± 1000 or 66%) partnumbers in the upper 
half of the matrix. 
When looking at the supply risk, it can be seen that most of the SoM is realized in the right half of the 
matrix. This is realized by a little more than half of the vendors (55%) and 40% of the partnumbers. 
This means that there are relatively many vendorcodes with a high supply risk. These vendorcodes, in 
general, put a large workload on Services Acquisition. 
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Another fact is the number of OEM vendorcodes (48 of 73), this is rather high and reduces the 
flexibility of Services Acquisition. When taking a closer look at the OEM vendorcodes it can be 
noticed that approximately 50% are "repair" vendorcodes, which is a high percentage. This will put an 
extra load on the needed capacity. Further it can be noticed that the average purchase price (APP) is 
rather high compared to the other commodities. 

5.3.1 Analyzing the segments 

• Strategic segment 

• 
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Table 5.12 Strategic segment Storage 

From a financial point of view this is the largest segment of the commodity storage, 57% of the 
SoM is spent in this segment. This is realized by I 8% of the number of vendorcodes. taking a 
closer look at the vendorcodes, appendix XV and table 5.12, it can be noticed that 60% are OEM 
vendorcodes and 40% Authorized Dealer. Authorized Dealers deliver multiple brands, deliver 
parts up to OEM specs and therefore are more flexible than OEM's. It can also be seen that 50% 
of the vendorcodes are repair vendorcodes, with a spend of approximately 30% of the SoM. These 
vendorcodes place an additional load on the capacity. The main problem in this segment is the 
high product specification in combination with the fact that practically no alternative vendors are 
available. Even for repair parts this is a problem. There is also another problem that can not be 
seen directly in the data. Some repair vendors have a lot of "warranty" repair, the SoM for this 
kind of repair is nil. This means that managing these vendorcodes takes a lot more time than the 
numbers might expect. When looking at the distribution of the SoM it can be seen that there is one 
extremely large vendorcode (QUANUKl). This is due to the fact this the preferred vendorcode of 
acquisition. 
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Table 5. 13 Bottleneck segment Storage 
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This is a small segment from a financial point of view (9% of SoM) but a relative large segment 
when vendorcodes are concerned. 37% (27) of the vendorcodes is responsible for 19% of the 
SoM. Approximately 65% of the vendorcodes are OEM, this is a relatively high percentage. 50% 
of these OEM vendorcodes are repair vendorcodes. Also are 50% of the total number of 
vendorcodes repair vendorcodes. The spend on repair is 20% of the SoM in this segment. The 
main problem in this segment is the absence of alternative vendors and low availability of parts. 
This is mostly due to the fact the parts are old, they are end of life (EOL) or almost end of life. As 
can be seen in appendix XV, has the scarcity of parts also its reflection on the purchase prices. The 
warranty problem mentioned in the strategic segment is also a problem in this segment but to a 
smaller extent. When taking a closer look at the distribution of the SoM, table 5.13, between 
vendorcodes it can be noticed that there are 6 vendorcodes above $50.000, 14 vendorcodes 
between $50.000 and $10.000 and 7 vendorcodes have a SoM smaller than $10.000. This indicates 
that a differentiated vendor approach is needed. Especially the vendorcodes with a small SoM and 
a few partnumbers are a bottleneck because a lot of time is spent to manage these vendorcodes 
compared to the SoM. 

Routine segment 
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Table 5.14 Routine segment Storage 

The routine segment is a really small segment from a financial point of view (4% of the SoM). 
However when looking at the number of vendorcodes (30% or 22) then, compared to the SoM, 
this is a relatively large number. This is an indication that a lot of time is spent to manage these 
vendorcodes compared to the SoM. Besides that is 72% of the vendorcodes an OEM vendorcode, 
this number is very high for this segment. Reason for this is that the supply risk is relatively low, 
this indicates alternative suppliers are available and products are relatively standard. The fact that 
there are too many vendorcodes will be confirmed if we look at the distribution of the SoM 
between the vendorcodes, table 5.14. Just one vendorcode is above $50.000, 10 vendorcodes have 
a SoM between $50.000 and $ l 0.000 and 50% (11) of the vendorcodes has a SoM smaller than 
$10.000. This indicates that a differentiated vendor approach is needed because these 
vendorcodes just take a lot of time to manage. 
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Table 5.15 Leverage segment Storage 

The leverage segment is in a financial point of view a relative large segment. 30% Of the SoM is 
spent in this segment by 15% of the vendorcodes. However 47% of the number of partnumbers are 
acquired in this segment, this is a large number. Approximately 50% of the partnumbers are 
acquired at one vendorcode (DATAPIRl), this is a preferred broker. There are still a lot of OEM 
vendorcodes in this segment (7 of 11 ), table 5. I 5, which can be explained by the fact that the 
number of alternative vendors is relatively low. On the other hand is the availability of the 
products at the concerned vendorcodes high. In contrast to the other segments are the "new build" 
vendorcodes in this segment in the majority. When looking at the average purchase price it can be 
noticed that one vendorcode has an extremely large purchase price. This is due to the fact these 
parts are highly specific and therefore no alternative vendors are available. However the 
availability of these parts at the concerned vendorcode is high, appendix XV. 

5.3.2 Conclusion 
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Table 5.16 Overall Storage 

Just like the commodity printers has storage a lot of OEM vendorcodes (66%), however the OEM 
vendorcodes are more spread over the four segments, which improves the overall flexibility. The most 
important segment is the strategic segment, which has the largest financial impact (57% ). 50% of the 
vendorcodes are repair vendorcodes and this puts a large impact on the capacity. Also have many 
repair parts a warranty period, this makes the possibility to switch to an alternative vendor difficult, 
which forms a problem. 
The bottleneck segment is small in a financial point of view (9%) but there are many vendorcodes in 
this segment (37% ). A relatively large number of these vendorcodes has a small SoM and takes a lot 
of time to manage compared to the SoM. Therefore a reduction will be in its place. 
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The routine segment is even smaller than the bottleneck segment (4%) and also has a lot of 
vendorcodes (30%) compared to the SoM. Also a lot of OEM vendorcodes (72%) with a small SoM 
are in this segment. The conclusion is that a vendorcode reduction needs to take place. 
The leverage segment has a relatively large SoM (30%) with a high number of partnumbers (47%). 
However 50% of these partnumbers belong to one vendorcode, a preferred broker which improves 
acquisition. This saves a lot of time in managing. 
The overall conclusion is that repair needs to be more flexible and small vendorcodes (25% smaller 
than $10.000) in a financial point of view need to be reduced. Table 5.17 reflects the most important 
facts of the analysis. 

Strategic • Large in a financial point of view (57% of SoM). 

• Relatively many OEM vendorcodes (60%) . 

• Relatively many "repair" vendorcodes (50%) . 

• Highly specific parts. 

• Practically no alternative vendors . 

• Availabilit of arts is low. 
Bottleneck • Small in a financial point of view (9% of SoM) . 

• Relatively many vendorcodes (37%) . 

• Relatively many vendorcodes with a small SoM (26% 
smaller than $10.000). 

• Relatively many OEM vendorcodes (65%) . 

• Practically no alternative vendors . 

• Availabilit of arts is low . 
Routine • Very small in a financial point of view (4% of SoM) . 

• Relatively small number of partnumbers (16% of 
total). 

• Relatively many vendorcodes with a small SoM (50% 
smaller than $10.000). 

• Relatively many OEM vendorcodes (72%) . 

• Relative! man "re air" vendorcodes. 
Leverage • Relatively large in a financial point of view (30% of 

SoM). 

• Many partnumbers (47% of total) . 

• Just a few vendorcodes . 

• Relatively many OEM vendorcodes (64%) . 

• One lar e vendorcode who delivers most of the arts . 

Table 5. 17 Facts commodity Storage 

CHAPTERS 

• 

• 

• 

• 

Due to many OEM (66%) 
vendorcodes and specific parts, 
flexibility is low. 
Too many vendorcodes with a 
small SoM 25% smaller than 
$10.000) and a small number of 
partnumbers. 
'Warranty" plays an important 
role in this segment. 
"Repair" places an additional 
load on capacity. 
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NB R NB R NB 
$ 00 

25 12 6 5 4 
$100.000 

13 4 3 2 
$50.000 

SoM 12 5 8 3 
$25.000 

14 4 11 3 
$10 .000 

25 13 10 2 4 
$0 

127 50 23 
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R NB R 

3 2 57 

2 2 27 

30 

34 

4 2 60 

8 208 

Table 5. 18 Overall Components, Printers and Storage 

In table 5.18 the distribution of the vendorcodes (of all three commodities) between the SoM is 
reflected. Now the three commodities are analyzed, some general facts of each segment can be made. 
The facts are summarized in table 5.19. 

Strategic 

Bottleneck 

Routine 

Leverage 

• Large in a financial point of view. • 
• Relatively many OEM vendorcodes (65%). 
• Highly specific parts. 
• Practical! no alternative vendors. • 
• Small in a financial point of view. 
• Relatively many vendorcodes with a small SoM (32% 

smaller than $10.000). 
• Relatively many GEM vendorcodes (81%}. 
• Practical! no alternative vendors. 
• Relatively many vendorcodes with a small SoM (43% 

smaller than $10.000). 
• Relative! man OEM vendorcodes 46% .. 
• Relative! man artnumbers. 

Table 5.19 Facts commodity: Compon,ents, Printers and Storage 

5.5 Conclusions 

Due to many OEM 
vendorcodes (61%) and 
specific parts, flexibility is low. 
Many vendorcodes with a small 
SoM 29% smaller than 
$10.000) and a small number of 
partnumbers. 

In this chapter the outcomes of the Portfolio tool, an MS Access application are analyzed. This 
analysis is based on a moment in time of the vendor base of Services Acquisition. Data from de 
information system MANMAN and data from the vendor managers, criteria of the supply risk, were 
used as input for the Portfolio tool. Based on the analysis the following conclusions can be made: 
1. Do the outcomes of the MS Access tool give a good representation of the actual situation? 

The Services matrix application gives a good representation of the vendorcodes over the different 
segments. This conclusion can be made because each responsible vendor manager has given his 
approval after checking the distribution over the segments concerning the vendorcodes of his 
commodity. 

2. Are the conclusions that can be made on basis of the data of any use for the vendor managers? 
In accordance with the vendor managers the following can be concluded: 
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• The distribution of the vendorcodes gives a good reflection of the most important segments of 
the concerned commodity. Both from a financial point of view as in number of vendorcodes. 

• The quantitative data gives a good reflection of the financial value of the segment against the 
number of vendorcodes in the concerned segment. 

• The Services matrix gives a clear view on how the different vendorcodes should be managed. 
• This distribution can also be used by the vendor managers as an indicator in which direction 

the commodity needs to evolve to become more powerful. 
• When a closer look at the data of each segment is taken one can see if there are: 

• A lot of small vendorcodes. 
• What kind and type a vendorcode is. 
• What the most important vendorcodes are in both financial point of view as in number of 

different products they deliver. 
3. Can, on basis of these data, policies be made? 

Based on points I and 2 mentioned above can be concluded that the MS Access tool gives a good 
representation of the actual situation and that the data is useful information for the vendor 
managers. Due to these facts is concluded, in accordance with the vendor managers, that the 
outcomes of the MS Access tool can be used to form policies. 

The following chapter will provide a policy that can be used by the vendor manager to come to a 
better strategy and structure for Services Acquisition. 
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CHAPTER 6 I THE WAY TO STRATEGY AND STRUCTURE 

This chapter describes the solutions to come to a better strategy and structure for Services Acquisition. 
The goal of the Services matrix is that the vendor managers can use this tool to optimize their vendor 
management. To realize this in the best way, the solutions have to have a direct influence on the 
managers' work. To achieve this, the solutions are made as practical as possible. First general 
solutions for each segment will be described, after that a closer look at the segments of each 
commodity will be taken. 

6.1 General solutions 

In chapter 4 and 5 has been described how vendorcodes can be classified. In this chapter will be 
described what the best policies are for the segments of the Services matrix. Therefore the balance of 
power needs to be determined. The balance of power compares the strength of Services Acquisition 
with the strength of the vendor. When the position of Services Acquisition is known, negotiations can 
be prepared in a more specific way. 
To determine the balance of power a study of Van Weele [1997] concerning this has been used. In this 
study Van Weele based the balance of power on the acquisition portfolio of Kraljic. The method is 
also relatively simple to use. 
A more detailed look at the balance of power matrix is depicted in appendix XVI. This matrix is more 
specified on the balance of power between a vendor and Services Acquisition, and supported by a 
number of real life cases, but due to the unproven theory behind the matrix, the balance of power as 
defined by the theory of Van Weele [1997] will be used. 
The study of Van Weele resulted into the following conclusions. 
Leverage products are typical products acquisition dominates. This is due to the fact there are many 
alternative vendors and the SoM of the products is attractive for vendors. Bottleneck products on the 
other hand are typical products on which vendors have a more dominated position. This is due to the 
fact that there are just a few alternative vendors available and the SoM of the products is not attractive 
for the vendors. On strategic as well as routine products, mostly a more balanced situation can be 
found. This is reflected in figure 6 .1. 

Figure 6. 1 Balance of power in the Services matrix [Van Weele, 1997] 
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Once the vendorcodes are classified and the position of acquisition is known, the acquisition policy 
can be determined. When determining which acquisition policy to follow, Van Weele distinguishes, 
dependent on the position of acquisition, three base policies: 

I. If the vendor dominates, the policy will be focused to shift the products in such a way that oneself 
comes in a dominated position. Or at least a balanced situation will be reached. (diversification 
strategy) 

2. If Services Acquisition dominates, the policy will be focused to maintain this position. (harvest 
policy) 

3. In a balanced situation the policy will be focused on maintaining the relationship. One of the 
parties can strive to be the dominating party, but must realize that the other party will try to do the 
same. 

To come to a more concrete policy, Kraljic has defined the following possible policy aspects 
concerning the diversification- and harvest policy (table 6.1 ). 

Purchase price Active haggle on prices "low profile" approach 

Contract "spot' purchases (several) year contract 

New vendor(s)(codes) Keep in contact Active search 

Stock Keep it low Build up strategic stock 

Make or buy Avoid Consider 

Substitutes Do not insist Active search 

Value analysis By vendor Do it yourself 

Logistic management Minimize cost Secure supply for sufficient stock 
Communication Minimal communication Open communication 

Table 6.1 Policy aspects [Kraljic, 1983] 

The policy aspects are used to make checklists for each segment of the Services matrix. These 
checklists can be used by the vendor managers to improve their vendor management. The next 
paragraph will describe the strategies and checklists for each segment of the Services matrix. 
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6.1.2 Acquisition Policies & Checklists 

The policies are developed on the basis of a literature study. As a result a first design of the policies 
and checklists were made. The next step was to check if the policies and checklist lives up to the needs 
of the vendor managers. Therefore a meeting with all vendor managers was arranged. As a result of 
this meeting a few minor adaptations were made. 

The Strategic segment 

The products and services in the High Supply risk -Large SoM segment are the areas of greatest 
interest. It is essential to the ongoing viability of the organization that the highest level of skill is 
directed towards the procurement of these goods and services. Because they are high expenditure 
items and because they represent areas of greatest interest, the procurement policies that are applied to 
them must be carefully considered and well managed. The performance of the procurement function in 
these areas will be measured by its direct impact on the overall success of Services Acquisition. 
Typically these goods and services will involve strong buyer/vendor relationships. The markets that 
supply them will be the subjects of detailed and ongoing analysis. 

Typical policy aspects applied in this segment are (table 6.2): 

Table 6.2 Policy aspects strategic segment 
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The Bottleneck segment 

Despite the small SoM on the goods and services, the relatively high Supply risk indicates that the 
vendorcodes need to be carefully managed. 
It is essential that the acquisition policies applied to these items incorporate sound risk management 
principles. 
As these items are relatively low cost, it is appropriate to consider investing a significant proportion of 
their overall acquisition price in managing the risks involved. In fact, a small increase in the overall 
cost of these items might be justified if that is what is required to reduce the Supply risk. 
The common procurement goal for these goods and services is to ensure the continuity and/or quality 
of supply. However, these strategies should not be applied arbitrarily. Identifying the appropriate 
policies for the various goods and services requires a sound understanding of the strategic priorities of 
Services Acquisition and the relevant market factors. 
To ensure that the best policies are applied to these groups of goods and services, it is needed to have a 
clear understanding of why each group has been rated as high vulnerability. 

Typical policy aspects applied in this segment are (table 6.3): 

Table 6.3 Policy aspects bottleneck segment 
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The Routine segment 

The SoM of the goods and services in this segment is relatively low. The Supply risk associated with 
their purchase is moderated by the existence of mature, stable and competitive supply markets. Items 
in this segment of the Supply risk are generally (though not always) characterized by high transaction 
rates and a tendency to demand disproportionately high levels of administrative attention. 
The common feature of all of these policies is the reduced transaction costs in both the purchasing and 
financial components of the process. They involve either the streamlining of processes or the transfer 
of parts of the purchasing and accounting process to other organizations. Although in some instances 
this action can result in reduced levels of control. A small increase in Supply risk is justified; 
particularly when this is offset by substantial administrative savings. Consideration should be given to 
the potential supplier's capacity to manage any increase in service level requirements. 

Typical policy aspects applied in this segment are (table 6.4): 

Table 6.4 Policy aspects routine segment 
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The Leverage segment 

The items in this segment of the Supply matrix are purchased from mature, competitive markets and 
are not exceptionally critical to the organization. Like the items in the Routine segment, they have a 
low supply risk. Nevertheless, the SoM on these items is relatively large. Clearly there is significant 
potential for these goods and services to impact heavily on an organization's budget. The primary 
procurement goal should be to drive costs down by seeking purchase price reductions and optimum 
value for money wherever possible. 
Because the organization is not highly exposed in the procurement of goods and services in this 
segment, it is often appropriate to engage in aggressive price-conscious purchasing activities. 

Typical policy aspects applied in this segment are (table 6.5): 

Table 6.5 Policy aspects leverage segment 

In this paragraph the policies and checklists for each segment of the Services matrix are described. 
These strategies and checklists can function as a base for the vendor managers on how to manage their 
vendors. 
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6.2 Recommendations for improvement 

In this paragraph the recommendations will be described, which will have a positive effect on each 
commodity for each segment of the Services matrix. The analysis of the commodities and segments 
made in chapter 5 has been used as input for these recommendations. 

6.2.1 Strategic segment: Partnership 

• Components 

This commodity has no vendorcodes in this particular segment. 

• Commodity: Printers 

The analysis shows that there are very little alternative vendors and the products are highly 
specific. However the availability of the parts is relatively good for this segment and just a few 
vendorcodes are dominated by the vendor. 
Reducing the supply risk is a method to improve the position of Services Acquisition. The fact that 
all the concerned vendors are OEM's and have highly specific parts makes it hard to find 
alternative vendors. A method to decrease the supply risk is to increase the availability . This can 
be done by increasing the strategic stock. Another way the supply risk can be improved is to make 
accurate forecasts. 
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Increasing the SoM would be hard. This is due to the fact these are all OEM vendorcodes and 
highly specific parts. Therefore it would be hard to outsource these parts to a single vendor. 
However, combining the number of vendorcodes should increase the total number of partnumbers 
of the 'new' vendorcode, which means a higher SoM and increased attractiveness of the products 
for the 'new' vendorcode. 

• Commodity: Storage 

The availability of the parts in this segment is low and alternative vendors are hard to find. 
Therefore it is important that enough stock is available to cover supply risks. Also the forecasts 
should be accurate. These actions will reduce the supply risk. 
Because of the above-mentioned reasons, it is difficult to combine vendorcodes in this segment. A 
further reason it is difficult to combine these vendorcodes stems from the fact that there are 
warranty issues in the contracts made by Manufacturing with the OEM concerning repairs. These 
are binding for Services Acquisition. 

6.2.2 Bottleneck segment: Secure supply 

• Commodity: Components 

In this segment there are many relatively small vendorcodes from a financial point of view. These 
vendorcodes all have a few partnumbers, which indicates that these parts have a small 
attractiveness for a vendor. Therefore it is logical that the small vendorcodes, approximately, 
below $15.000, are joined into one or a few vendorcodes. This will increase the SoM, which 
makes its more attractive for a vendor and will save the vendor manager time. The fact that these 
parts are highly specific makes it more difficult to find a vendor. However the availability of the 
parts is relatively high for this segment, which improves the possibilities to outsource these parts. 
When vendorcodes are joined one has to realize that the 'new' vendorcode has relatively many 
'new' parts. This is due to the fact that the parts are highly specific. Which means that the range of 
products of the 'new' vendorcode will increase. This means the 'new' vendorcode cannot get extra 
volume discount when he acquires the parts. This results in a higher purchase price for Services 
Acquisition. 
A small increase in costs is acceptable because the impact on the financial situation is small. But 
the most important fact is that it will save the vendor manager a lot of time. 
To reduce the supply risk one can build up a strategic stock. 

• Commodity: Printers 

From a financial point of view this is a small segment. Furthermore there are a lot of vendorcodes 
with a small SoM. This indicates that a differentiated vendor approach will be in its place. The 
vendorcodes with a small SoM should be combined to reduce the high amount of vendorcodes in 
this segment and to save time. The fact that there are only OEM vendorcodes with specific parts 
makes it harder to find a vendor that will deliver these parts. A low availability of these parts 
makes it even more difficult. If the vendorcodes are reduced and combined into one or a few 
vendorcodes the SoM of the concerned vendorcodes will be increased. This puts Acquisition in a 
better position. This stems from the fact that the attractiveness of the products is increased from a 
financial point of view. Building up strategic stock and seeing to it that sufficient stock is 
available, if necessary against additional costs, can reduce the supply risk. The fact that these parts 
are highly specific indicates that a Third Party will raise the purchase price. Within limits, this is 
not a problem. 
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• Commodity: Storage 

This is also a small segment from a financial point of view and in this segment are even more 
vendorcodes than in the bottleneck segment of the commodity printers. The difference is that half 
of the vendorcodes are repair vendors. The main problem is the availability due to the fact that 
these parts are old . In this segment vendorcodes also need to be combined. This is possible 
because there are a reasonable number of vendorcodes with a small SoM. By joining vendorcodes 
a difference needs to be made between repair and new build vendorcodes, because management 
differs considerably. Due to the fact that there are vendorcodes that deliver old parts it is advisable 
a small strategic stock will be created and maintained. 

6.2.3 Routine segment: Systems contracting 

• Commodity: components 

This segment is responsible for 40% of the Sum of Money (SoM), which is realized by 70% of the 
vendorcodes and by 50% of the partnumbers. To manage this in a good way, efficient order and 
administrative routines are required. At the moment there are so many vendorcodes in this 
segment that it is hard to keep an overview. To improve this situation and at the same moment 
improve the position of Services Acquisition the number of vendorcodes needs to be reduced. This 
can be done by combining vendorcodes. The most effective way is to reduce the vendorcodes with 
a small SoM and combine them into one or a few vendorcodes. Approximately 50 % of the 
vendorcodes have an extremely small SoM (< $10.000) and its numbers need to be reduced. 
In contrast with combining vendorcodes in the strategic and bottleneck segments, it is more likely 
that the purchase price will go down in this segment. This is due to the fact that the parts in this 
segment are not that specific and are readily available. Therefore it is more likely that the 'new' 
parts contribute to the volume of the current range of products of the 'new' vendorcode, instead of 
an expansion of the range of products. This means a Third Party can get volume discount, which 
means a lower purchase price. 

• Commodity: printers 

This segment is small from a financial point of view. In this segment of the commodity there are 
relatively many Authorized Dealer or Third Party vendorcodes. However there are still a few 
vendorcodes with a small SoM. Three of these small vendorcodes are OEM vendorcodes and the 
availability of their parts is high. Therefore these vendorcodes should be joined with other 
vendorcodes. Due to the fact that there are relatively many Authorized Dealer and Third Party 
vendorcodes it is maybe possible to combine a few of these vendorcodes. This would decrease the 
number of vendorcodes, which saves time and gives the vendor manager better control. Next to 
this it is important to create effective and efficient administrative routines. 

• Commodity: Storage 

Just like the routine segment of the commodity printers, this segment is small from a financial 
point of view. However there are a lot of vendorcodes (50%) with a small SoM. This means that 
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these vendorcodes take a lot of time to manage compared to the SoM. Because more than half of 
the vendorcodes are repair vendorcodes a clear difference needs to be made between repair and 
new build vendorcodes. Repair vendorcodes cost more time to manage. Therefore small 
vendorcodes should be combined. This can be difficult due to the fact that there are still a number 
of repair vendorcodes that have a lot of warranty parts. Joining vendorcodes saves time and the 
vendor manager has better control. Also the SoM of the 'new' vendorcode is increased, which 
makes the parts more attractive for the vendor. Also a possible purchase price reduction can be 
established if the 'new' parts increase the volume of the current range of products, instead of an 
expansion of the range of products at the 'new' vendorcode. 

6.2.4 Leverage segment: Competitive bidding 

Acquisition is in a dominant position in this segment due to the low supply risk and high attractiveness 
of the products for a vendor. Therefore this is the most optimal segment for Services Acquisition and 
one should strive that vendorcodes evolve in the direction of this segment 

• Commodity: components 

The leverage between the SoM and number of vendorcodes as well as the leverage between 
number of parts and number of vendorcodes is large. This is good due to the fact that many parts 
can be required at a vendorcode and the large SoM makes the parts attractive for the vendor. When 
looking at the vendorcodes in this segment it can be noticed there are only two OEM's, which 
implies a relative good flexibility in this segment. Also Services Acquisition has a good relation 
with these vendors and prices are checked yearly. 

• Commodity: Printers 

This segment is a good example of acquiring parts of multiple OEM's through one vendor, it saves 
time and creates a high SoM, which makes it attractive for the concerned vendorcode. The 
flexibility in this segment is good. This is due to the fact that a) the parts in this segment are 
relatively standard and easy to obtain, b) there are relatively many Third Party vendorcodes. 
Also are a large number of multivendor (other than Compaq) parts acquired at one, Third Party, 
vendorcode which save a lot of time. 

• Commodity: storage 

There are still a lot of OEM vendorcodes in this segment, which can be explained by the fact that 
the number of alternative vendors is relatively low. On the other hand is the availability of the 
products at the concerned vendorcodes high . Therefore Services Acquisition should combine these 
vendorcodes. This will reduce the number of vendorcodes and improve the vendor manager"s 
control. Also the SoM of the 'new' vendorcode will be increased, which results in a higher 
attractiveness for the vendor. If the parts are a supplement on the current range of the 'new' 
vendorcode a possible price reduction can be established. 
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6.2.5 Conclusions 

The recommendation made in this paragraph concerning the commodities Components, Printers and 
Storage are discussed with the responsible vendor managers of these commodities. During this 
discussion the recommendations where validated and, most important, was discussed what could be 
realized. In consultation with the vendor mangers was decided that the vendorcodes of the bottleneck 
segment and routine segment with a SoM smaller than US$10.000 should be looked at. This was done 
for two reasons, first the vendorcodes with a SoM smaller than US$10.000 is a large group compared 
to the total number ofvendorcodes. Second these are the vendorcodes that cost a lot of time to manage 
compared to their SoM. For the commodity Storage also the Leverage segment is taken into account, 
due to the fact that there are relatively many OEM's in this segment. 
The discussion with the vendor managers resulted in an action list. This action list reflects all 
vendorcodes with a SoM smaller than US$10.000 and for each vendorcode is described of the 
concerned parts can be outsourced and if not what is the reason. Based on this action list the vendor 
managers will undertake actions with the concerned vendors . 

6.3 Implementation 

This paragraph will discuss implementation actions that are already taken and actions that are 
recommended for the future. These actions will lead to a successful implementation of the Services 
matrix into the acquisition process of Services Acquisition Nijmegen. All of the actions are described 
and the reasons for taking them are explained. The actions that have been taken will be described in 
chronological order. 
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6.3.1 Implementation actions 

I . Development of the Services matrix 
• Research was done on literature covering the acqms1t10n portfolio. Every time new 

information out of the literature was used to adjust the Services matrix management and the 
vendor managers of the commodities Components, Printers and Storage were informed 

• During the development feedback is given to all vendor managers of Services Acquisition, this 
is done by several meetings and discussions. The ideas of the vendor managers served as input 
for the development of Services matrix. 

• When the development of the Services matrix was finished the result was presented to 
management and the vendor mangers. This is done by a meeting and discussions. In this way 
the management and the vendor managers validated the Services matrix. 

2. Constructing a tool and testing of the Services matrix 
• Research was done on which information was needed and which information was already 

available to construct the Services matrix. This refers to information that is needed from the 
vendor managers and information that can be retrieved from in the information system 
MANMAN. After this research the Microsoft Access tool was developed, this tool is 
developed to improve and automate the creation of the Services matrix. This is a tool for the 
vendor managers. 

• To test if the output of the Microsoft Access tool is useful for the vendor managers a pilot 
project was performed. 

• The Microsoft Access tool is installed on the PC of each vendor manager so that each vendor 
manager has the possibility to construct the Services matrix for his commodity. After the 
installation each vendor manager has constructed a Services matrix for his commodity. In this 
way they have learned to use the tool and the commitment to the project improved. 

3. Define policies, construct checklists and make recommendations for improvement 
• Research was done on literature covering the acquisition portfolio. Every time new 

information out of the literature was used to adjust the policies of each segment of the Services 
matrix management and the vendor managers of the commodities Components, Printers and 
Storage were informed. 

• During the development of these policies feedback is given to all vendor managers of Services 
Acquisition, this is done by several meetings and discussions. The ideas of the vendor 
managers served as input for the development of the policies. 

• Based on the outcomes of the pilot recommendations for improvements were made for the 
commodities Components, Printers and Storage. These outcomes are discussed with the 
concerned vendor managers and an action list was made. This action list reflects of the parts 
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of a vendorcode can be outsourced Based on this action list the vendor managers will 
undertake actions with the concerned vendors. 

• At the end of the project a meeting with management and all vendor managers was arranged. 
In this meeting the whole concept of the Services matrix, the Microsoft Access tool and the 
policies of the segments was presented and discussed. 

4. Future actions 
To secure and improve the Services matrix in the future the following points need to be taken into 
account: 

• To make use of the Services matrix in an optimal way, a person needs to be appointed who is 
responsible for the Services matrix. This needs to be a person that knows the Services matrix 
and the theory behind it, i.e. one of the vendor managers of the commodities Components, 
Printers or Storage. 

• This person should give support where needed to the vendor mangers. If vendor managers 
encounter problems this should be the person that can solve these problems. 

• This person has to arrange meetings on a regular basis so the vendor managers can give 
feedback. In this way the vendor managers keep motivated and if they want some changes of 
the Services matrix these meetings form a good starting point for discussion. 

• If the Services matrix needs to be adapted, this is the responsibility of this person. This person 
needs to undertake the actions so realizations of these actions are secured. 

• The 'responsible' person also has to keep up his knowledge about the Services matrix. This 
can be done in several ways, i.e. by reading (new) books or articles. In this way an optimal 
(future) use of the matrix will be guaranteed. 

Also need to be mentioned that during the length of time of my project I was seated between the 
concerned vendor managers. In this way I had continuous contact with the concerned vendor 
managers, which improved the communication, construction and implementation of the Services 
matrix. 

6.7 Conclusions 

In this chapter is for each segment a general policy is described and also is a checklist of policy 
aspects given for each segment of the Services matrix. These policies and checklists can serve as a 
general guideline for the vendor manager of how vendors can best be managed in the concerned 
segment. 
Also are in this chapter recommendations described for each segment of the matrix for the concerned 
commodities. These recommendations are focused to have a direct positive influence on the position 
of Services Acquisition. The recommendations are based on the analysis described in chapter 5. 
The chapter ended with a description of the implementation process. Generally spoken can be said that 
a good environment for implementation is present. Management of Services Acquisition Nijmegen 
supports the whole project. The vendor managers are positive about the Services matrix and willing to 
co-operate. 
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CHAPTER 71 CONCLUSIONS AND RECOMMENDATIONS 

7.1 Conclusions 

The conclusions will be given based on the structure of the (sub) goals of this project, as displayed in 
chapter 1. 

• Design a method to classify vendors that can be used by the vendor manager to get an insight in 
his vendor base. 
1. The Services matrix is a tool to get an insight in the vendor base of Services Acquisition. The 

Services matrix is based on the portfolio of Kraljic [1983] and van Weele [1997] . The x-axis 
consists of four criteria and is used to describe the supply risk of the parts for Services 
Acquisition. For the design of the x-axes 6 criteria have been tested. The y-axis is used to 
describe the financial impact on Services Acquisition. The y-axis was tested for two criteria. 
The financial impact on Services Acquisition is described by the SoM because this criterion 
emphasizes best the importance of a vendorcode to Services Acquisition. The axes divide the 
vendorcodes in four segments; strategic, bottleneck, routine and leverage. 

2. The function of the Services matrix at Services Acquisition can be described as follows: 
• By using the Services matrix the vendor base of Services Acquisition can be segmented in 

a structured way. 
• Policies for each segment are developed in order to reduce the workload of Services 

Acquisition by managing the vendors in a more efficient way. 
• The Services matrix will also be used to reduce the number of vendorcodes of Services 

Acquisition in a coordinated way in order to come to more extensive relationships with 
the remaining vendor(s)(codes). 

3. A Vendorcode isn't the optimal method to define product groups. This is due to the fact that in 
some cases a vendorcode isn't equal to one product group but several different product 
groups. This means that scoring the variables of the supply risk can be 100% accurate with 
vendorcodes that consist of multiple product groups. 
The reason vendorcodes were used throughout the development of this matrix stems from the 
fact that the a) transformation from vendorcodes to products groups was outside the scope of 
the project, and b) the use of vendors as such is a too high-level approach and results in the 
overlooking of the specific characteristics of vendorcode~. This was decided after deliberating 
with the management of Services Acquisition. 

• Design a tool that can be used by the vendor managers to apply this method 
1. MS Access is used as a base to construct the tool. The advantage of Microsoft Access is that 

all data can be used in an active way to create the wanted information. All the data that is 
needed is available in the current information system MANMAN, so no changes on the 
information system need to be made. In the 'new' information system SAP all used data to 
construct the Services matrix should be available. 

2. Obtaining the data out of the information system MANMAN and calculating the needed 
information takes a lot of time. Due to the fact that this is automated saves the vendor 
managers a lot of valuable time. 

3. Due to the fact that the tool is linked with the information system MANMAN the Services 
matrix is always based on up-to-date data. Because calculation of the data needed to create the 
Services matrix is automated, human errors are excluded and nothing is left out. 
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4. The outcome of the tool consists firstly of an overview of the whole commodity and secondly, 
an overview of each segment as well as data on vendorcode level is available. The vendor 
managers of Services Acquisition validated the available data. 

• Define policies for each segment of vendors. 
I. The outcomes of the Services matrix give a good representation of the vendor base and supply 

sufficient information to create differentiated acquisition policies. This is validated by the 
vendor managers. 

2. For each segment a policy and checklist of policy aspects are given. Second recommendations 
for the commodities Components, Printers and Storage are given. These recommendations 
have a positive influence on the position of Services Acquisition. These recommendations are 
based on the outcomes of the portfolio tool concerning the commodities Components, Printers 
and Storage. 

3. Developing and using a portfolio in a service environment some problems come up. This is 
due to the fact a vendor can't just be eliminated, especially an OEM, because Services 
Acquisition needs to service that special part. The only way to reduce vendors is to outsource 
parts of vendors to an independent vendor (i .e. an Authorized Dealer, Third Party or Broker). 

4. When parts are repaired they need to comply with the "new build" requirements. This means 
that the MTBF (Mean Time Between Failure) equals the MTBF of the new build part. 
Especially when parts are in the end of their life cycle this isn't always necessary. 

5. Service contracts often concern a long period of time. When an "old" part is broken it need to 
be replaced by an equal part or need to be repaired. Sometimes it is easier and cheaper to 
replace the old part by a new, better, part. However this is against policy. 

• Determine how many vendors a vendor manager can manage. 
I. To determine how many vendor(s)(codes) a vendor manager can manage, requires a detailed 

insight in the activities of a vendor manager. To obtain this insight a lot of time is required. 
Due to the fact that this item was not the main objective of the project just a rough capacity 
measurement should be possible. Due to the fact that the time for this project is too short to 
examine this in a well way, no further action is taken on this subject. 

• Make an implementation plan and implement the found solutions for the commodities Storage, 
Printers and Components. 
l. Generally spoken can be said that a good environment for implementation is present. 

Management of Services Acquisition Nijmegen supports the whole project. The vendor 
managers are positive about the Services matrix and willing to co-operate. 

2. The Services matrix and tool are implemented into the acquisition process of Services 
Acquisition. To secure a good use of the Services matrix in the future a person need to 
appointed who is responsible for support, adaptations and improvements of the Services 
matrix. 

3. Services Acquisition has no influence on which products are bought for manufacturing. This 
results in an extended range of products that need to be serviced. 

4. Services Acquisition has to buy qualified equipment, these are parts that are approved by 
Engineering. This means that equal products of other manufacturers may not be acquired by 
Services Acquisition. This is a problem due to the fact flexibility is reduced. 

5. Services Acquisition also has to take into account specific Compaq terms and conditions when 
acquiring parts. (e.g. Services Acquisition has to little influence on warranty agreements of 
new parts) . This restriction also results in reduced flexibility. 
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7.2 Recommendations 

• The portfolio should be made an item of the strategic acquisition plan of each vendor manager. 
Both the vendor manager and management get a clear insight in the vendor base. 

• In the future, the definition of a vendorcode should be more orientated on product groups. This 
would result in a more accurate Services matrix. 

• To determine the needed capacity of Services Acquisition a time study need to take place. This is 
more accurate and reliable. 

• Services Acquisition should be more concerned with acquisition of 'manufacturing' parts. This 
needs to be done to reduce the number of vendors and to decrease the vendor base to a small list of 
preferred suppliers 

• Also Services Acquisition should have more participation in determining what parts are qualified 
equipment. Because in the current situation the flexibility of Services Acquisition is restricted by 
this, due to the fact that many alternative, equal parts may not be acquired. 

• At repair of parts, Services Acquisition should take the product life cycle more into account. The 
level of repair should be conducted of the phase of the product life cycle. 

• Instead of closing service contracts Compaq should close functioning contracts in which the 
function of a part or product is most important. In the current situation Services Acquisition has to 
replace a part by an exactly equal part. From an financial point of view it is often better and easier 
to replace a part with a newer model that has the same functionality or better 

• The purpose of segmentation is to simplify the Services matrix . This makes it easier to discuss 
typical strategies for goods and services with similar vulnerability and expenditure characteristics, 
but keep in mind that within each segment there may still be significant differences between the 
various goods and services. 

• The vendor managers should look carefully at each of the goods and services to ensure that the 
policies they apply will achieve the desired results. 
Supply positioning is a useful way of thinking about procurement but it should not be used as a 
simple predictive tool. Successful strategy development ultimately depends on sound professional 
judgement. 
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Introduction 

This appendix report includes the appendices referred to in the report "Integral Vendor Management" . 
The goal of the appendices is to provide additional information to clarify some of the statements of the 
earlier mentioned report. It has to be mentioned that some of the appendices are in Dutch. The 
following appendices are referred to in the report: 

I Compaq Equipment Corporation 
11 Strategic goals 
Ill Services Acquisition Nijmegen 
IV List of definitions 
V Quantitative analysis Storage 
VI Quantitative analysis Printers 
VII Quantitative analysis Components 
VIII List of persons who provided information 
IX Questionnaire: General 
X Commodities of Services Acquisition Nijmegen 
XI Questionnaire: Policy 
XII Questionnaire: Acquisition process 
XIII Portfolio results Components 
XIV Portfolio results Printers 
XV Portfolio results Storage 
XVI Balance of Power 
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Background 

Over the last three months logistics personnel from across Compaq, Digital and Tandem came 
together and formed teams to identify areas of opportunities and make recommendations for a new 
strategy and operating model for Logistics. This work was a part of the larger Services integration 
effort being led by the leadership from all three companies. 

The Logistics Strategies are a critical part of shaping our future and lead the way for Logistics to 
provide our Customers with the highest quality service as Logistics plays a key role in making 
Compaq the best computing company in the world. 

Compaq Services Logistics strategy 

1. Focus the logistics organization on core competencies needed to support Compaq services; 
outsource non-core competency activities. 

Core work 
Core work activities are activ1t1es that give us a market differentiation, that are not readily 
available at a competitive price, proprietary activities, and those that require critical skills for 
long-term operations that take time to develop. 

Non-core work 
Non-core work activities typically include activities that are readily available in the market at a 
competitive cost, activities that are non-proprietary in nature and those that are costly to maintain 
in a stand-alone vs. multi-client environment. 

2. Fully integrate and standardize worldwide processes and systems to optimize performance, 
allowing for geographical differences on an exception basis. 

What this Means; 
Major consideration points were used to develop recommendations for systems. 
• One interoperable set of systems is our end goal 
• Our systems need to be responsive and flexible to support change 
• Leveraging of existing systems investments is preferred 
• Compaq's Corporate backbone is SAP and we will link to this 

3. Create an integrated supply chain that caters to the unique business requirements of our 
different business segments. 

What this Means; 
Link our capabilities to specific customer requirements. A number of different models will be used 
for; 
• Large Enterprise 
• High Availability 
• Small to Medium Site Business 
• Small Office/Home Office and Consumers 
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4. Centralize activities where we can leverage economies of scale and develop specialized 
expertise, decentralize activities that require geographic or customer specific knowledge. 

What this Means; 
Evaluate our core and non-core competencies to insure maximum efficiencies for our customers 
• We will outsource when appropriate 
• We will centralize to maximize our investments 
• Different models will be used to ensure that we meet all customer unique requirements 

5. Make extensive use, of vendor fulfillment centers, vendors responsible for effective 
commodity repair. 

What this Means; 
Implementation of an alternative supplier strategy. We have initiated this with our own supplier 
fulfillment centers. 
• Push inventory ownership back to vendor hubs 
• Leasing, consignment, advance exchange 
• Going to direct ship leading to zero inventory 

6. Provide a logistics capability that our Channels can leverage. 

What this Means; 
• Logistics will be a supply chain for all Business Unit segments 
• Logistics will provide best in class services and capabilities through a combination of 

internal and external services 
• Logistics will put in place a high performance, high capability delivery model which includes 

parts availability and on-time delivery 
• Logistics will create a selected stocking strategy that complements Channels 
• Logistics will provide local stocking points for our Channels 

7. Sell logistics services as part of business unit offerings, not as independent logistics offerings
business unit driven logistics. 

What this Means; 
Logistics services and offerings will be marketed as part of business unit offering capabilities . 

8. Software Manufacturing will be moving to Customer Services. 

What this Means; 
As part of new Compaq integration process, Software Manufacturing will be moving to Customer 
Services. 
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List of definitions: 

Repair parts 
Spare parts that are technically and economically reparable. These parts are sent to the repair vendor 
when the are needed for an order or for stock. 

New build parts 
Spare parts that are technically and economically irreparable. 

Planner/Buyer 
Is responsible for control on the orders, he signals low stock and orders on these data. 

Original Equipment Manufacturer (OEM) 
This is a manufacturer of original products of a specific brand. In general this type of vendor supplies 
only one brand, his own. This type of vendor delivers "New Build" products and does repair. The 
uncertainty concerning quality and supply is low. 

Authorized Dealer 
This type of vendor is authorized by an OEM to sell or repair its products. This type of vendor can 
supply multiple brands. In general this type of vendor supplies "New Build" products and does repair. 
The uncertainty is a bit higher compared to an OEM 

Third Party 
This type of vendor isn't authorized by an OEM to deliver or repair its products. This type of vendor 
also supplies "New Build" products and does repair. In general he is specialized in a specific 
product(s) or brand(s). Concerning the uncertainty of quality and repair, this is higher compared to an 
Authorized Dealer. 

Broker 
This type of vendor has the possibility to deliver all kinds of brands and/or products. He may be 
specialized in a specific product(s) or brand(s) and doesn't have any repair activities. In general he 
acquires his products through buy out. The uncertainty of quality and supply are high. 

MCP 
Maynard Cost Price, The internal purchase price. 

SoM 
Sum of Money, The actual spend (US$) on a vendor(code) . 
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19,572! 100.0%! 

::~~:ttfr+::;::a.YA~. mt:rt:~:st 
faili~~Y.4 :j(.~%~~lflfaii 

5.08 
3.89 

4.63! 



PRINTERS 

100.0% 

90.0% 

Number of vendorcodes 

Number of partno. 

OEM 

Third party 

Broker 



PRINTERS 

100.0% 

90.0% 

80.0% 

Number of vendorcodes 

Number of partno. 

Number of PO's 
New build 

Repair 



100.0% 

90.0% 

PRINTERS 

Sum of Money 

Number of vendorcodes 

Number of partno. 
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Quantitative analysis Components 
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DATA FY98 

Components 

Number of vendors = 94 

Sum of Money Sum of Money = 3093380 USO 

(SoM) 

1998 
new build 

repair 

!total 

number of 
vendorcodes 

1998 
new build 

repair 

!total 

number of 
partno. 

1998 
new build 

repair 

!total 

number of 
PO's 
1998 

new build 
repair 

!total 

number of 
PO lines 

1998 
new build 
repair 

!total 

!average 

1,338,553 

5,924 0.2% 0.1% 

1,344,4771 43.5%1 1,007,7541 32.6%! 

441 41.9%1 451 42.9%! 

Number of partno. = 2216 

···· ···················"· ... 

696 31.4% 1,044 47.1% 

3 0.1% 3 0.1% 

6991 31.5%1 1,0471 47.2%1 

742! 35.1%! 1,023! 48.4%! 

2,031 ! 33.9%! 2,997! 50.0%! 

1.63! 1.76! 

0.0% 0.0% 

11 I 10.5%1 51 4.8%1 

281 12.7% 189 8.5% 

0 0.0% 0 0.0% 

281 I 12.7%1 1891 8.5%1 

6.3% 
0 0.0% 

380! 

COMPAQ 
SERVICES 

!gttu~~~ flE{~f@lI 
~u'11mm i•- ri@ 

3,084,497 99.7% 

8,883 0.3% 

3,093,3801 100.0%1 

1051 100.0%1 

f~tMBJB.tll 
2,210 

6 

2,2161 100.0%1 

&¥t\@iil\tim.li¥Kl.i~ffaI¥ 
i@ltiiffiE~ ~r.~m 

2,082 98.5% 
32 1.5% 

2,114! 100.0%! 

:1'ltr?:1tut.1ff:ta~b¥½.t1¥;.~u;m 
:P.]t{ffdiiitiet¾.W ARE\@# 

5,951 99.3% 
42 0.7% 

5,993! 100.0%! 

111t1tllfat.a.w,~l,attmti 
ifa:,nutti6it%t :~P\fa®&11~~ 

1.68 
1.21 



COMPONENTS 

100.0% 

90.0% 

80.0% 

Number of vendorcodes 

Number of partno. 
OEM 

Third party 

Broker 



COMPONENTS 

100.0% 

90.0% 

80.0% 

Sum of Money 

Number of vendorcodes 

Number of partno. 

Repair 



COMPONENTS 

100.0% 

90.0% 

80.0% 

Sum of Money 

Number of partno. 
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List of persons who provided information 
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List of persons who provided information: 

P. van Puijenbroek CSD Acquisition manager, • Anything 
Ni"me en > 

R. Ploegmakers MCS acquisition manager, I. General 

2 spares & repairs 2. Acquisition process 
and MCS vendor manager, > 3. Anything 

ower su lies 
H. Heinen MCS vendor manager, 1. General 

3 
components & printers 2. Acquisition process 

> 3. Policy 
4. An thin 

G. Boode MCS vendor manager, I. General 

4 
storage 2. Acquisition process 

> 3. Policy 
4. An 

H. Gerards MCS vendor manager, 1. General 

5 
printers 2. Acquisition process 

> 3. Policy . 
4. An thin 

6 
M. Jacobs MCS vendor manager, 

2 I. General 
stora e 2. rocess 

7 
P. Wildeboer MCS vendor manager, 

2 I. 
monitors 2. rocess 

8 
H. Geldof MCS vendor manager, 

2 1. 
multi vendor 2. rocess 

9 
M. Lots MCS vendor manager, 

2 
1. 

s stems & PC's 2. rocess 

10 
J. van de Peppel MCS vendor manager, 2 I. General 

NAC 2. 

11 J. van Ijzendoorn MCS vendor manager, 
2 1. 

acka in 2. 
W. Joosten MCS vendor manager, 1. 

12 PC's & mobiles > 2. Acquisition process 
3. MAMMAN information 

13 H. Janssen CSD project/systems manager > • MAMMAN information 
14 M. London CSD project/systems manager > • MAMMAN information 
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Orienterend gesprek 

1. Springen, er op dit moment, Op welke manier dan oak enkele leveranciers uit? 

2. Is de positie van de betreffende leverancier in de markt bekend? Zo ja, waar zijn deze gegevens 
te verkrijgen? 

3. Zijn er doelen gesteld voor deze commodity? Zo ja, wat zijn deze? 

1. In hoeverre voldoet de huidige inkoopstructuur aan de lange termijn-inkoopbehoeften van 
Compaq? 

2. In hoeverre warden mogelijkheden tot coordinatie van gemeenschappelijke inkoopbehoeften 
tussen verschillende commodit·ies en/of interne afdelingen voldoende benut? 

3. Wat is de relatieve machtspositie van Compaq t.o.v. haar leveranciers: 
• Compaq is dominant over haar leveranciers, 
• De leveranciers zijn dominant over Compaq, 
• Er is min of meer een evenwichtsituatie. 
Is er een soort verdeling aan te geven? 

4. Is men voor somminge materialen, componenten afhankelijk van slechts een leverancier (single 
sourcing)? 

5. Worden strategische componenten en diensten inderdaad van "best in class"-leveranciers 
betrokken, en in hoeverre zijn inkoopbehoeften regionaal en over leveranciers verspreid? 

6. Welke knelpunten c.q. onderbrekingen kunnen in de toelevering van kritische materialen en 
componenten in de (nabije) toekomst worden verwacht en hoe zouden deze de winst- en 
groeidoelstellingen van de onderneming kunnen be'invloeden? 

7. Welk percentage van de totale inkoopbehoeften wordt gedekt door lange termijncontracten en 
welk percentage wordt via "spot"-markttransacties gedekt? 

8. Welke mogelijkheden liggen er in samenwerking met leveranciers op het gebied van 
kostenverlaging, kwaliteitsverbetering en/of doorlooptijdverkorting van bestaande en/of nieuwe 
produkten? 

• Is er behoefte aan een betere grip op de leveranciers, kortom wat vindt u van dit project? 

• Aanvullende ideeen. 
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Commodities of Services Acquisition Nijmegen 
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Material 
management 

Material 
management 

Material 
management 

Material 
planning 

Material 
planning 

Material 
planning 

COMMODITY X 

Engineering 

COMMODITY Y 

Engineering 

COMMODITY Z 

Engineering 

Services Acquisition Nijmegen consist of 10 commodities: 

1 Components 
2 Networks And Communications (NAC) 
3 Mobiles 
4 Monitors & Terminals 
5 Multi vendor 
6 Packaging 
7 PC's 
8 Power supplies 
9 Printers 
10 Storage 

COMPAQ. 
APPENDIX 

Acquisition 

Acquisition 

Acquisition 
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lnkoopbeleid 

Het inkoopbeleid zal worden vastgesteld door ieder punt kort aan de orde te laten komen. 

Acquisition logistics 

Quality policy 

Price policy 

Vendor policy 

Communication policy 

• Supply policy 
• Supervision on requests 
• Shortening lead times 
• Control on the delive erformance 
• Involvement of acquisition in the development 

process 
• Im rovement of the vendor ualit erformance 
• Control of acquisition cost and -prices 
• Reduction of ac uisition cost and - rices 
• Sourcing policy 
• Im rovement of vendor erformance 
• Internal contacts 
• External contacts 
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Het inkoopproces 

lnterne 
klant 

Taakinkoop ■ Doen Adquate ■ Opstellen ■ Zorgdragen ■ (Doen) bewaken ■ Afhandelen 
specificeren leverancierskeuze contract bestelling uitstaande geschillen, 
behoefte orders+ Vastleggen 

orderafhandeling ervaring 
+teru ko elin 

Aspecten ■ Functionele ■ Prekwalificatie ■ Kennis ■ Ontwerpen ■ Orderbewaking ■ Claimafhandelin 
specificatie leveranciers contractvoorwaa bestelroutines ■ ''Trouble g 

■ Wijzingen ■ Aanvraag rden shooting" ■ Dossiervorming 
beheer offertes ■ Onderhandeling ■ Opdrachtevaluati 

■ lnbreng ■ Leverancierskeu svaardigheden e 
leverancierskenn ze ■ Eindredactie 
is 

Documenten ■ lnkooporderspec ■ Leverancierskeu ■ Contract ■ Bestel-/orderbon ■ "Overdue"-lijst ■ Vendor rating 
ificatie zevoorstel ■ Afkeurrapportag score 

■ Norm- e ■ Vendor ranking 
/specif icatieblad score 
enbeheer 

■ Wijzig ingsproced 
ures 

lnkoopproces v1 .doc versie: 10/09/98 9:25 AM Joost de Brouwer 
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Portfolio vendorcodes 
COMPONENTS 

donderdag, november 26, 1998 

The portfolio gives an insight in the importance of the products and services of each active vendorcode. Each dot represents a vendorcode and 
is placed in the matrix by two criteria: 
- the SoM of the vendorcode 
- the Supply risk of the products and services of the vendorcode. 

By linking these two criteria, the total number of vendorcodes can be divided in four segments, Strategic-, Bottleneck-, Routine- and Leverage 
vendorcodes. Each segment has specific characteristics and therefore different strategies need to be used to manage these vendorcodes. 

Leverage vendorcodes Strategic vendorcodes --- ---
' 

300,000 

♦ 

250,000 

♦ 

♦ 

200,000 

....... ♦ 

t!!:. 

150,000 

♦ 

♦ 

♦ -- ---·--, 
2 4 : 

♦ ♦ 

♦ 
♦ 

♦ 

• • 50,000 l ► • • • ♦ 

* • 
• • 

♦ 0 • • • • • • 0 

i • ♦ • • 
• • • ~A • ~ • ~ --

Routine vendorcodes Supply risk Bottleneck vendorcodes 



Data vendorcodes 
COMPONENTS 

high 
SoM[%] 49% 

SoM[$] 1,261 ,006 

Partno[%] 49% 

Partno [#] 947 

Vendorcodes [%] 10% 

Vendorcodes (#] 7 

APP[$] 3.57 

SoM 
SoM[%] 40% 

SoM($] 1,035,600 

Partno [%] 49% 

Partno (#] 946 

Vendorcodes [%] 71% 

Vendorcodes (#] 52 

APP[$] 14.83 
low 

• APP = Average Purchase Price 

Total SoM [$] = 2,562,172 

Number of partno. 

Total number of partno. = 1,929 

Number of vendorcodes 

NEW BUILD 33 26 

REPAIR 

34 27 

donderdag, november 26, 1998 

SoM[%] 

SoM($] 

Partno(%] 

Partno [#] 

Vendorcodes [%] 

Vendorcodes [#] 

APP[$] 

SoM(%] 10% 

SoM($] 265,565 

Partno [%] 2% 

Partno (#] 36 

Vendorcodes [%] 19% 

Vendorcodes (#] 14 

APP[$] 77.59 

low Supply risk high 

Total 

8 4 71 

0 0 2 

8 4 73 



Strategic vendorcodes 

%of SoM: 

% of Partno: 

% of Vendorcodes: 

Strategic vendorcodes 

Vendor manager Vendor code 

Total 

NEW BUILD 

REPAIR 

Vendor name 

Note 
Total 

Var.1 

Var.2 

Var.3 

Var.4 

Kind Type SoM APP 

donderdag, november 26, 1998 

Level of product standardization [standard » unique] 

Level of product technology [common » high] 

Number of alternative vendors [many » single] 

Level of product availability [high » low] 

Page 1 of 1 

# Partno Supply Var.1 Var.2 Var.3 Var.4 
risk 



Bottleneck vendorcodes 
COMPONENTS 

% of SoM: 

% of Partno: 

% of Vendorcodes: 

10% 

2% 

19% 

Bottleneck vendorcodes 

Vendor manager Vendor code 

HENK HEINEN IPSUSCOM 

HENK HEINEN ASTECUKCOM 

HENK HEINEN EBM 

HENK HEINEN TBUSUSCOM 

HENK HEINEN WOVENUS1 

HENK HEINEN BERKUKCOM 

HENK HEINEN DUIKNLSPAR 

HENK HEINEN VALUSCOM 

HENK HEINEN EBMGYREP 

HENK HEINEN SILENLSPAR 

HENK HEINEN EBMSP 

HENK HEINEN KUSTERS 

HENK HEINEN RICOHCOM 

HENK HEINEN GRANUSCOMP 

Total 14 

Total 

NEW BUILD 12 0 0 13 

REPAIR 0 0 0 

13 0 0 14 

Vendor name Kind Type 

INTERNATIONAL POWER SYSTEMS NEW BUILD OEM 

ASTEC EUROPE LTD NEW BUILD OEM 

EBM ELEKTROBAU MULFINGEN GMBH NEW BUILD OEM 

TABER BUSNELL INC NEW BUILD OEM 

WOVEN ELECTRONICS NEW BUILD OEM 

BERKBYS PLASTICS LTD NEW BUILD OEM 

DUIKER MECHANICAL B.V. NEW BUILD OEM 

VALPEY FISHER CORPORATION NEW BUILD OEM 

ELEKTROBAU MULFINGEN GMBH & CO REPAIR OEM 

SI-LE CT RON NEW BUILD OEM 

EBM ELEKTROBAU MULFINGEN GMBH NEW BUILD OEM 

MACHINEFABRIEK KUSTERS-GOUMANS NEW BUILD OEM 

RICOH COMPANY LTD NEW BUILD OEM 

GRANER CORPORATION NEW BUILD Third party 

SoM 

77,830 

40,849 

29,336 

24,528 

24,240 

23,797 

14,590 

14,286 

5,141 

4,382 

3,669 

2,545 

274 

100 

265,565 

Note 

Var.1 

Var.2 

Var.3 

Var.4 

APP 

64.75 

60.07 

49.06 

1.43 

193.92 

12.02 

53.44 

6.05 

342.73 

12.21 

917.16 

20.52 

0.54 

100.00 

77.59 

donderdag, november 26, 1998 

Level of product standardization [standard » unique] 

Level of product technology [common » high] 

Number of alternative vendors 

Level of product availability 

# Partno Supply Var.1 
risk 

1 3.75 5 

3 3.50 4 

6 3.38 4 

3 3.50 4 

1 3.75 5 

2 3.63 5 

4 3.50 5 

4 3.63 4 

2 3.63 4 

4 3.25 3 

1 3.38 4 

2 3.63 5 

2 3.38 4 

1 3.13 3 

36 3.50 4.21 

[many » single] 

[high» low] 

Page 1 of 1 

Var.2 Var.3 Var.4 

3 5 3 

2 5 3 

3 4 3 

2 5 3 

3 5 3 

2 5 3 

3 4 3 

3 5 3 

3 5 3 

3 4 3 

3 4 3 

2 5 3 

3 4 3 

2 4 3 

2.64 4.57 3.00 



Routine vendorcodes 
COMPONENTS 

% of SoM: 

% of Partno: 

% of Vendorcodes: 

40% 

49% 

71 % 

Routine vendorcodes 

Vendor manager Vendor code 

HENK HEINEN FUTUNLCOM 

HENK HEINEN PAPSTGYCOM 

HENK HEINEN KAUFUSCOM 

HENK HEINEN AHENONLCOM 

HENK HEINEN SEINLCOM 

HENK HEINEN IGSUSCOM 

HENK HEINEN VOLEXIRCOM 

HENK HEINEN STANL1 

HENK HEINEN CCSUSCOM 

HENK HEINEN INGRAMNL1 

HENK HEINEN 3M 

HENK HEINEN ALPHANL1 

HENK HEINEN RADIKOR 

HENK HEINEN AURIEMA 

HENK HEINEN PHOEUK1 

HENK HEINEN PHILEISPAR 

HENK HEINEN NECXUSCOM 

HENK HEINEN MULDER 

Total 

NEW BUILD 19 23 6 3 51 

REPAIR 0 0 0 

19 24 6 3 52 

Vendor name Kind Type 

FUTURE ELECTRONICS NEW BUILD Authorized dealer 

PAPST-MOTOREN GMBH & CO NEW BUILD OEM 

KAUFMAN CO INC NEW BUILD OEM 

AMPHENOL BENELUX BV NEW BUILD OEM 

SEI BENELUX B.V. NEW BUILD Authorized dealer 

I.G.S. SYSTEMS INC. NEW BUILD Broker 

VOLEXLTD NEW BUILD OEM 

ADC EUROPA NEW BUILD Authorized dealer 

COMPUTER COMPONENT SOURCE NEW BUILD Broker 

INGRAM MICRO BV NEW BUILD Authorized dealer 

3M NEDERLAND B.V. NEW BUILD OEM 

ALPHATRON ELCTRONIC PART B.V. NEW BUILD Third party 

RADIKOR ELECTRONICS B.V. NEW BUILD Authorized dealer 

ACAL AURIEMA NEW BUILD Authorized dealer 

PHOENIX CABLES LTD NEW BUILD OEM 

PHILIPS CONSUMER SERVICE NEW BUILD OEM 

NECX NEW BUILD Third party 

MULDER HARDENBERG NEW BUILD Authorized dealer 

SoM 

79,309 

72,784 

69,031 

65,819 

53,373 

52,635 

48,311 

45,662 

41 ,587 

40,810 

35,476 

32,240 

29,438 

29,286 

27,115 

23,977 

23,588 

20,918 

Note 

Var.1 

Var.2 

Var.3 

Var.4 

APP 

5.07 

24.92 

100.19 

12.32 

5.14 

26.60 

10.39 

289.00 

16.44 

46.16 

15.09 

14.65 

13.91 

0.27 

14.87 

15.15 

23.78 

5.76 

donderdag, november 26, 1998 

Level of product standardization [standard » unique] 

Level of product technology [common » high] 

Number of alternative vendors 

Level of product availabil ity 

# Partno Supply Var.1 
risk 

42 2.00 2 

6 2.88 4 

6 2.50 4 

35 2.63 4 

52 2.00 2 

25 2.25 1 

32 3.00 4 

3 2.00 2 

3 2.88 3 

16 2.00 2 

7 2.75 4 

6 2.00 2 

24 2.00 2 

32 2.00 2 

41 2.88 4 

64 3.00 3 

6 2.50 2 

10 2.00 2 

[many » single] 

[high » low] 

Page 1 of 3 

Var.2 Var.3 Var.4 

2 2 2 

3 4 2 

2 3 2 

3 3 2 

2 2 2 

1 2 3 

2 5 2 

2 2 2 

2 3 3 

2 2 2 

2 4 2 

2 2 2 

2 2 2 

2 2 2 

3 4 2 

3 3 3 

2 2 3 

2 2 2 



Routine vendorcodes Page 2 of 3 

Vendor manager Vendor code Vendor name Kind Type SoM APP # Partno Supply Var.1 Var.2 Var.3 Var.4 
risk 

HENK HEINEN AURIEMNL1 ACAL AURIEMA NEDERLAND B.V. NEW BUILD Authorized dealer 20,230 163.14 8 2.00 2 2 2 2 

HENK HEINEN PHILCSCOM PHILIPS CONSUMER SERVICE NEW BUILD OEM 19,201 1.02 202 3.00 3 3 3 3 

HENK HEINEN TEXIM EURODIS TEXIM ELECTRONICS NEW BUILD Authorized dealer 18,688 0.85 59 2.00 2 2 2 2 

HENK HEINEN DJIE ROED VISHAY COMPONENTS NEDERLAND BV NEW BUILD Authorized dealer 18,525 0.12 77 2.00 2 2 2 2 

HENK HEINEN KREISNL1 KREISLER-IMPORT B.V. NEW BUILD Third party 17,153 8.44 8 2.63 3 2 2 3 

HENK HEINEN MULDNLSPAR MULDER-HARDEN BERG NEW BUILD Authorized dealer 16,906 21 .29 10 2.75 2 2 3 3 

HENK HEINEN NECNL1 NEC BENELUX NEW BUILD OEM 13,288 282.72 14 2.00 2 2 2 2 

HENK HEINEN HAMUSCOMP HAMIL TON HALLMARK NEW BUILD Authorized dealer 12,709 3.00 18 2.25 2 2 3 2 

HENK HEINEN NELFREQUS NEL FREQUENCY CONTROLS INC. NEW BUILD OEM 12,127 12.73 13 2.88 4 3 4 2 

HENK HEINEN WINTZA WINTZA ELECTRONICA NEW BUILD Authorized dealer 11 ,091 55.45 2 2.25 2 2 3 2 

HENK HEINEN MHOUKCOM MHOTRONICS LTD NEW BUILD Authorized dealer 9,104 9.83 9 2.00 2 2 2 2 

HENK HEINEN MICROTRON MICROTRON N.V. NEW BUILD Authorized dealer 8,545 3.22 6 2.00 2 2 2 2 

HENK HEINEN ELPROMA ELPROMA ELECTRONICA NEW BUILD Authorized dealer 8,447 16.53 9 2.00 2 2 2 2 

HENK HEINEN WESENLSPAR WESEMAN IMEX NEW BUILD Authorized dealer 6,838 51.41 1 2.00 2 2 2 2 

HENK HEINEN FARNELL FARNELL ELECTRONIC COMP. BV NEW BUILD Authorized dealer 6,TT6 1.00 10 2.00 2 2 2 2 

HENK HEINEN WELDEQUIP WELD EQUIP. SALES B.V. NEW BUILD OEM 5,903 4.30 10 2.00 2 2 2 2 

HENK HEINEN GULFUSCOM GULF COMPONENTS INC. NEW BUILD Broker 5,500 11 .16 4 2.50 2 2 2 3 

HENK HEINEN DUPONT BERG ELECTRONICS (DUPONT) NEW BUILD OEM 5,418 0.94 11 2.00 2 2 2 2 

HENK HEINEN RFMOUSCOM RF MONOLITHICS INC NEW BUILD OEM 4,865 24.20 8 2.88 4 3 4 2 

HENK HEINEN NPI NIPPON P.I. COMPAGNY LTD. NEW BUILD Third party 4,005 0.54 6 2.00 2 2 2 2 

HENK HEINEN MOLEX MOLEX B.V. NEW BUILD OEM 3,612 1.13 5 2.13 3 2 2 2 

HENK HEINEN HIRSCHMANN HIRSCHMANN ELECTRONICA B.V. NEW BUILD Authorized dealer 3,402 0.44 27 2.00 2 2 2 2 

HENK HEINEN DANENL1 DANE - MEMORIES BV NEW BUILD Third party 3,117 28.86 1 2.00 2 2 2 2 

HENK HEINEN STORNLSPAR STORK NOLTE EMT B.V. NEW BUILD OEM 3,010 301 .05 1 2.25 2 2 3 2 

HENK HEINEN VIBONLSPAR VIBO ELECTRO BV NEW BUILD Authorized dealer 1,503 150.26 1 2.00 2 2 2 2 

HENK HEINEN W&S W & S BENELUX B.V. NEW BUILD Authorized dealer 1,045 29.84 2 2.00 2 2 2 2 



Routine vendorcodes Page 3 of 3 

Vendor manager Vendor code Vendor name Kind Type SoM APP # Partno Supply Var.1 Var.2 Var.3 Var.4 
risk 

HENK HEINEN PHILNLSPAR PHILIPS NEDERLAND NEW BUILD OEM 919 2.04 1 3.00 3 3 3 3 

HENK HEINEN DELTTACOMP DELTA ELECTRONICS INC. NEW BUILD OEM 600 3.00 1 2.88 4 3 4 2 

HENK HEINEN CALPNLSPAR CALPE NEW BUILD Authorized dealer 479 22.83 1 1.88 2 1 2 2 

HENK HEINEN NIJKERK NIJKERK ELEKTRONIKA B.V NEW BUILD Authorized dealer 410 2.05 2 2.00 2 2 2 2 

HENK HEINEN AMROH AMROH B.V. NEW BUILD Third party 379 0.84 3 1.88 2 1 2 2 

HENK HEINEN AURIEMREP AURIEMA NEDERLAND B.V. REPAIR Authorized dealer 247 13.01 2 3.00 2 2 4 3 

HENK HEINEN EXABYNLCOM EXABYTE EUROPE B.V. NEW BUILD OEM 169 1.06 2 2.88 5 2 4 2 

HENK HEINEN NEC NEC BENELUX NEW BUILD OEM 30 14.92 2 2.00 2 2 2 2 

Total 52 1,035,600 14.83 946 2.31 2.50 2.12 2.56 2.19 



Leverage vendorcodes 
COMPONENTS 

% of SoM: 

% of Partno: 

% of Vendorcodes: 

49% 

49% 

10% 

Leverage vendorcodes 

Vendor manager Vendor code 

HENK HEINEN KREISLER 

HENK HEINEN AHENONL1 

HENK HEINEN DIODE 

HENK HEINEN CLASUSCOM 

HENK HEINEN COMPUUK1 

HENK HEINEN TOOLNL1 

HENK HEINEN EBV 

Total 7 

Total 

NEW BUILD 2 3 7 

REPAIR 0 0 0 0 0 

2 3 7 

Vendor name Kind Type 

KREISLER-IMPORT B.V NEW BUILD Third party 

AMPHENOL BENELUX BV NEW BUILD OEM 

SPOERLE ELECTRONIC NEW BUILD Authorized dealer 

CLASSIC COMPONENTS CORPORATION NEW BUILD Broker 

COMPUTER CRAFTS LTD NEW BUILD OEM 

TOOL TRONICS NEW BUILD Authorized dealer 

EBV NEW BUILD Authorized dealer 

SoM 

288,214 

219,584 

212,463 

186,834 

136,641 

112,771 

104,498 

1,261,006 

Note 

Var.1 

Var.2 

Var.3 

Var.4 

APP 

2.62 

10.75 

0.64 

2.65 

18.41 

4.43 

2.29 

3.57 

donderdag, november 26, 1998 

Level of product standardization 

Level of product technology 

Number of alternative vendors 

Level of product availability 

[standard » unique] 

[common ,, high] 

(many » single] 

[high » low] 

Page 1 of 1 

# Partno Supply Var.1 Var.2 Var.3 Var.4 
risk 

210 2.63 3 2 2 3 

52 2.63 4 3 3 2 

265 2.25 3 3 2 2 

134 2.88 3 2 3 3 

56 2.50 3 3 3 2 

89 2.00 2 2 2 2 

141 2.25 3 3 2 2 

947 2.45 3.00 2.57 2.43 2.29 
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Portfolio vendorcodes 
PRINTERS 

donderdag, november 26, 1998 

The portfolio gives an insight in the importance of the products and services of each active vendorcode. Each dot represents a vendorcode and 
is placed in the matrix by two criteria: 
- the SoM of the vendorcode 
- the Supply risk of the products and services of the vendorcode. 

By linking these two criteria, the total number of vendorcodes can be divided in four segments, Strategic-, Bottleneck-, Routine- and Leverage 
vendorcodes. Each segment has specific characteristics and therefore different strategies need to be used to manage these vendorcodes. 
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Data vendorcodes 
PRINTERS 

high 
SoM[%) 14% 

SoM[$) 1,425,169 

Partno [%) 40% 

Partno (#) 1,484 

Vendorcodes [%) 10% 

Vendorcodes [#) 6 

APP[$) 87.92 

SoM 
SoM[%) 6% 

SoM[$] 616,911 

Partno [%) 12% 

Partno (#) 431 

Vendorcodes [% I 29% 

Vendorcodes (#) 18 

APP[$) 97.31 
low 

• APP = Average Purchase Price 

Total SoM ($) = 10,076,515 

Number of partno. 

Total number of partno. = 3,679 

Number of vendorcodes 

NEW BUILD 

REPAIR 14 0 

45 6 

donderdag, november 26, 1998 

SoM(%) 74% 

SoM($) 7,448,702 

Partno (%) 41% 

Partno (#) 1,508 

Vendorcodes (%) 32% 

Vendorcodes (#) 20 

APP[$) 81.24 

SoM(%) 6% 

SoM($] 585,734 

Partno(%) 7% 

Partno (#) 256 

Vendorcodes [% J 29% 

Vendorcodes (#) 18 

APP[$) 93.99 

low Supply risk high 

Total 

42 

6 0 20 

11 0 62 



Strategic vendorcodes 
PRINTERS 

% of SoM: 

% of Partno: 

% of Vendorcodes: 

74% 

41 % 

32% 

Strategic vendorcodes 

Vendor manager Vendor code 

HARMEN GERARDS GENIGY1 

H HEINEN RICOH 

SIPPORA VEEN CANON 

SIPPORA VEEN AVONUK1 

HARMEN GERARDS PRINTRONIX 

H HEINEN BULLMILREP 

HARMEN GERARDS MANNESREP 

H HEINEN BULL 

HARMEN GERARDS MANNES$ 

SIPPORA VEEN XEROX$US1 

HARMEN GERARDS PSIDEREPX 

HARMEN GERARDS PRFENLREP 

H HEINEN RICOHUSREP 

H HEINEN OLl2ITREP 

H HEINEN OLIVECU 

HARMEN GERARDS MANNESDM 

H HEINEN TEC$ 

HARMEN GERARDS GENICOMREP 

Total 

NEW BUILD 12 0 0 
REPAIR 7 0 0 0 

19 0 0 

Vendor name Kind Type 

GENICOM GMBH NEW BUILD OEM 

RICOH COMPANY, LTD NEW BUILD OEM 

CANON EUROPE BV NEW BUILD OEM 

AVONDALE SYSTEMS LTD NEW BUILD Third party 

PRINTRONIX NEDERLAND B.V. NEW BUILD OEM 

COMPUPRINT S.P.A. REPAIR OEM 

TALLY LTD REPAIR OEM 

COMPUPRINT S.P.A. NEW BUILD OEM 

TALLY LTD NEW BUILD OEM 

XEROXINTERNAT.PARTNERSINC. NEW BUILD OEM 

PRINTER SERVICES INTERNATIONAL REPAIR OEM 

PRINTRONIX NEDERLAND BV REPAIR OEM 

RICOH NATIONAL RECLAM CENTER REPAIR OEM 

ING. C. OLIVETTI & C.P.A. REPAIR OEM 

OLIVETTI LEXIKON SPA NEW BUILD OEM 

TALLY LTD NEW BUILD OEM 

TEC CORPORATION NEW BUILD OEM 

GENICOM INTERNATIONAL LIMITED REPAIR OEM 

13 

7 

20 

SoM 

1,869,258 

940,199 

690,260 

578,688 

366,138 

361,030 

306,586 

306,406 

270,633 

243,576 

179,095 

178,980 

175,090 

174,169 

157,459 

154,134 

151,876 

118,609 

Note 

Var. 1 

Var.2 

Var.3 

Var.4 

APP 

131.45 

55.24 

27.94 

224.30 

154.88 

95.49 

161 .53 

39.16 

86.00 

53.43 

131 .78 

384.08 

183.53 

127.97 

31 .65 

52.70 

35.21 

127.95 

donderdag, november 26, 1998 

Level of product standardization [standard » unique] 

Level of product technology [common » high] 

Number of alternative vendors 

Level of product availability 

# Partno Supply Var.1 
risk 

186 3.25 5 

107 3.50 4 

356 3.25 3 

37 3.75 4 

128 3.13 4 

11 3.13 4 

58 3.25 3 

36 3.50 4 

66 3.25 3 

72 4.13 4 

45 3.13 4 

7 3.13 4 

14 3.50 4 

21 3.13 3 

68 3.50 4 

190 3.25 3 

47 3.50 4 

9 4.13 4 

[many » single] 

[high» low] 

Page 1 of 2 

Var.2 Var.3 Var.4 

3 5 2 

4 4 3 

3 4 3 

2 4 4 

3 5 2 

3 3 3 

3 4 3 

4 4 3 

3 4 3 

3 5 4 

3 5 2 

3 5 2 

4 4 3 

4 3 3 

4 4 3 

3 4 3 

4 4 3 

3 5 4 



Strategic vendorcodes Page 2 of 2 

Vendor manager Vendor code Vendor name Kind Type SoM APP # Partno Supply Var.1 Var.2 Var.3 Var.4 
risk 

HARMEN GERARDS PSIDEEOSL PRINTER SERVICES INTERNATIONAL NEW BUILD OEM 116,706 12.91 17 4.50 4 2 5 5 

HARMEN GERARDS GENICOM GENICOM BELGIUM NEW BUILD OEM 109,808 110.92 33 3.38 4 3 4 3 

Total 20 7,448,702 81.24 1508 3.46 3.80 3.20 4.25 3.05 



Bottleneck vendorcodes 
PRINTERS 

% of SoM: 

% of Partno: 

% of Vendorcodes: 

6% 

7% 

29% 

Bottleneck vendorcodes 

Vendor manager Vendor code 

HARMEN GERARDS PRINTREP 

H HEINEN TEC$COM 

H HEINEN COMPUIT1 

HARMEN GERARDS PSIFEGYREP 

HARMEN GERARDS PSIDELA6 

SIPPORA VEEN CITIZUK1 

SIPPORA VEEN IERFR1 

SIPPORA VEEN EFIUS1 

SIPPORA VEEN EFIUSREP 

H HEINEN MINOJA1 

SIPPORA VEEN TEKTRONIX 

H HEINEN MINONLREP 

SIPPORA VEEN XEROX 

SIPPORA VEEN GRADUS1 

H HEINEN MINONL 1 

HARMEN GERARDS PSIDECOMP 

SIPPORA VEEN HUBXFR1 

SIPPORA VEEN LANTUSREP 

Total 

NEW BUILD 13 0 0 0 13 

REPAIR 5 0 0 0 5 

18 0 0 0 18 

Vendor name Kind Type 

PRINTRONIX NEDERLAND BV REPAIR OEM 

TEC CORPORATION NEW BUILD OEM 

COMPUPRINT S.P.A NEW BUILD OEM 

PRINTER SERVICES INTERNATIONAL REPAIR OEM 

PRINTER SERVICES INTERNATIONAL NEW BUILD OEM 

CITIZEN EUROPE LIMITED NEW BUILD OEM 

I.E.R. NEW BUILD OEM 

ELECTRONICS FOR IMAGING, INC NEW BUILD OEM 

ELECTRONICS FORIMAGING INC EFI REPAIR OEM 

MINOLTA CO.,LTD NEW BUILD OEM 

TEKTRONIX HOLLAND N.V. NEW BUILD OEM 

KN MINOLTA REPAIR OEM 

XEROX SUPPLIES DIVISION NEW BUILD OEM 

GRADCO USA INC. NEW BUILD OEM 

KN-MINOLTA NEW BUILD OEM 

PRINTER SERVICES INTERNATIONAL NEW BUILD OEM 

HUB-X NEW BUILD OEM 

LANTRONIX INC. REPAIR OEM 

SoM 

98,054 

80,534 

76,889 

65,467 

55,070 

53,015 

41 ,002 

35,508 

19,235 

17,638 

12,030 

8,658 

7,309 

6,930 

3,315 

2,565 

2,514 

1 

Note 

Var.1 

Var.2 

Var.3 

Var.4 

APP 

335.80 

7.25 

60.69 

86.71 

90.13 

49.97 

38.39 

293.45 

480.88 

22.10 

261 .53 

192.41 

23.28 

150.65 

97.50 

50.30 

139.65 

0.01 

donderdag, november 26, 1998 

Level of product standardization [standard » unique] 

Level of product technology [common » high] 

Number of alternative vendors 

Level of product availability 

# Partno Supply Var.1 
risk 

25 3.13 4 

39 3.50 4 

33 3.50 4 

17 3.13 4 

17 3.13 4 

11 3.25 3 

41 4.38 5 

8 4.88 5 

2 4.88 5 

14 3.38 4 

10 3.63 3 

1 4.00 4 

22 3.88 4 

2 4.38 5 

7 3.50 4 

1 3.13 4 

2 4.38 5 

4 4.38 5 

[many » single] 

[high» low] 

Page 1 of 2 

Var.2 Var.3 Var.4 

3 5 2 

4 4 3 

4 4 3 

3 5 2 

3 5 2 

3 4 3 

4 5 4 

4 5 5 

4 5 5 

3 4 3 

4 5 3 

4 4 4 

3 4 4 

4 5 4 

4 4 3 

3 5 2 

4 5 4 

4 5 4 



Bottleneck vendorcodes Page 2 of 2 

Vendor manager Vendor code Vendor name Kind Type SoM APP # Partno Supply Var.1 Var.2 Var.3 Var.4 
risk 

Total 18 585,734 93.99 256 3.80 4.22 3.61 4.61 3.33 



Routine vendorcodes 
PRINTERS 

% of SoM: 

% of Partno: 

% of Vendorcodes : 

6% 

12% 

29% 

Routine vendorcodes 

Vendor manager Vendor code 

HARMEN GERARDS PSIGY1 

SIPPORA VEEN TRACNL1 

HARMEN GERARDS COMPUSPREP 

H HEINEN FUJIJA1 

SIPPORA VEEN FRSNL1 

HARMEN GERARDS DATAPRREP 

SIPPORA VEEN PRODUKREP 

SIPPORA VEEN ROCGYMULT 

SIPPORA VEEN OKISNLMULT 

SIPPORA VEEN YCELNL1 

SIPPORA VEEN CHAUSMULT 

SIPPORA VEEN BITSUK1 

SIPPORA VEEN COMPFR1 

SIPPORA VEEN EXPRUKREP 

SIPPORA VEEN ACLSBEREPX 

HARMEN GERARDS PSIGYREP 

SIPPORA VEEN EPSONGY 

SIPPORA VEEN FUJIGYMULT 

NEW BUILD 5 

REPAIR 2 

7 

Vendor name 

PRINTER SERVICES INTERNATIONAL 

TRACOR EUROPE BV 

COMPUSPAR S.A. 

FUJITSU LTD 

FRS B.V. 

DATAPRODUCTS 

PRINTER TECHNOLOGY LIMITED 

ROC ELECTRONIC SYS GMBH (FUSE) 

OKI SYSTEMS HOLLAND BV 

YCELAND DISTRIBUTION BV 

CHA C.HOELZLE ASSOCIATES INC. 

BITS'N'PC'S LTD 

COMPAS 

EXPRESS TERMINALS 

ACCESS COMPUTER LOGISTICS 

PRINTER SERVICES INTERNATIONAL 

EPSON DEUTSCHLAND GMBH 

FUJITSU DEUTSCHLAND GMBH 

Total 

5 2 0 12 

0 4 0 6 

5 6 0 18 

Kind Type SoM 

NEW BUILD OEM 97,329 

NEW BUILD Authorized dealer 80,416 

REPAIR Third party 74,095 

NEW BUILD OEM 73,871 

NEW BUILD Third party 59,842 

REPAIR OEM 55,758 

REPAIR Third party 55,583 

NEW BUILD Authorized dealer 38,464 

NEW BUILD OEM 19,702 

NEW BUILD Third party 15,538 

NEW BUILD Authorized dealer 14,391 

NEW BUILD Authorized dealer 13,968 

NEW BUILD Authorized dealer 10,681 

REPAIR Third party 5,474 

REPAIR Third party 1,633 

REPAIR OEM 136 

NEW BUILD OEM 27 

NEW BUILD OEM 4 

Note 

Var.1 

Var.2 

Var.3 

Var.4 

APP 

38.05 

149.75 

60.63 

47.41 

265.96 

112.64 

81.62 

108.35 

89.56 

272.59 

47.18 

138.30 

154.79 

96.03 

58.32 

45.17 

6.63 

1.81 

donderdag, november 26, 1998 

Level of product standardization [standard » unique] 

Level of product technology [common » high] 

Number of alternative vendors 

Level of product availability 

# Partno Supply Var.1 
risk 

53 3.00 3 

23 1.13 1 

4 1.75 2 

33 2.88 4 

18 2.13 1 

76 2.75 3 

8 1.25 1 

29 1.63 1 

49 2.13 1 

17 1.63 1 

79 1.25 2 

13 1.00 1 

11 2.25 2 

11 1.00 1 

2 1.13 1 

2 3.00 3 

2 2.75 1 

1 2.13 4 

[many » single] 

[high » low] 

Page 1 of 2 

Var.2 Var.3 Var.4 

3 5 2 

2 1 1 

2 1 2 

3 4 2 

2 3 2 

3 4 2 

3 1 1 

2 1 2 

2 3 2 

2 1 2 

2 1 1 

1 1 1 

2 3 2 

1 1 1 

2 1 1 

3 5 2 

3 3 3 

3 1 2 



Routine vendorcodes Page 2 of 2 

Vendor manager Vendor code Vendor name Kind Type SoM APP # Partno Supply Var.1 Var.2 Var.3 Var.4 
risk 

Total 18 616,911 97.31 431 1.93 1.83 2.28 2.22 1.72 



Leverage vendorcodes 
PRINTERS 

% of SoM: 

% of Partno: 

% of Vendorcodes: 

14% 

40% 

10% 

Leverage vendorcodes 

Vendor manager Vendor code 

SIPPORA VEEN EXPRFRMULT 

SIPPORA VEEN BITSUKREP 

SIPPORA VEEN EXPRFR24 

SIPPORA VEEN FRSNLREP 

HARMEN GERARDS DATA PROD 

SIPPORA VEEN EUROFRMULT 

Total 6 

NEW BUILD 

REPAIR 

Vendor name 

EXPRESS TERMINALS 

BITS'N'PC'S 

EXPRESS TERMINALS 

FRS B.V. 

DATAPRODUCTS 

EUROPARTS S.A. 

Total 

4 

0 0 2 0 2 

4 0 6 

Kind Type SoM 

NEW BUILD Third party 410,822 

REPAIR Third party 344,576 

NEW BUILD Third party 257,702 

REPAIR Third party 153,519 

NEW BUILD OEM 149,461 

NEW BUILD Authorized dealer 109,088 

1,425,169 

Note 

Var.1 

Var.2 

Var.3 

Var.4 

APP 

79.56 

76.54 

235.77 

67.07 

76.10 

66.32 

87.92 

donderdag, november 26, 1998 

Level of product standardization [standard » unique] 

Level of product technology [common » high] 

Number of alternative vendors 

Level of product availability 

# Partno Supply Var.1 
risk 

1046 1.00 1 

36 1.63 2 

97 1.00 1 

55 2.13 1 

139 2.75 3 

111 1.75 2 

1484 1.71 1.67 

[many » single] 

[high » low] 

Page 1 of 1 

Var.2 Var.3 Var.4 

1 1 1 

1 1 2 

1 1 1 

2 3 2 

3 4 2 

2 1 2 

1.67 1.83 1.67 
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Portfolio vendorcodes 
STORAGE 

donderdag, november 26, 1998 

The portfolio gives an insight in the importance of the products and services of each active vendorcode. Each dot represents a vendorcode and 
is placed in the matrix by two criteria: 
- the SoM of the vendorcode 
- the Supply risk of the products and services of the vendorcode. 

By linking these two criteria, the total number of vendorcodes can be divided in four segments, Strategic-, Bottleneck-, Routine- and Leverage 
vendorcodes. Each segment has specific characteristics and therefore different strategies need to be used to manage these vendorcodes. 
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Data vendorcodes 
STORAGE 

high 
SoM[%] 30% 

SoM[$] 2,970,955 

Partno(%) 47% 

Partno (#) 705 

Vendorcodes [%) 15% 

Vendorcodes (#] 11 

APP[$] 318.72 

SoM 
SoM[%) 4% 

SoM[$) 410,574 

Partno [%) 16% 

Partno (#) 240 

Vendorcodes [%) 30% 

Vendorcodes (#) 22 

APP[$) 215.81 
low 

* APP = Average Purchase Price 

Total SoM [$) = 10,056,279 

Number of partno. 

Total number of partno. = 1,508 

Number of vendorcodes 

NEW BUILD 25 6 

REPAIR 23 11 

48 17 

donderdag, november 26, 1998 

SoM[%] 57% 

SoM($] 5,778,618 

Partno[%) 19% 

Partno [#) 280 

Vendorcodes [%) 18% 

Vendorcodes (#) 13 

APP[$] 611 .80 

SoM[%) 9% 

SoM($] 896,131 

Partno [%) 19% 

Partno (#) 283 

Vendorcodes [%) 37% 

Vendorcodes (#) 27 

APP [$) 304.62 

low Supply risk high 

Total 

0 4 35 

4 0 38 

4 4 73 



Strategic vendorcodes 
STORAGE 

% of SoM: 

% of Partno: 

% of Vendorcodes: 

57% 

19% 

18% 

Strategic vendorcodes 

Vendor manager Vendor code 

GERARD BOODE QUANUK1 

GERARD BOODE SEQUELREP 

MARGRIET JACOBS SONYUS1 

GERARD BOODE QUDLTIRREP 

GERARD BOODE QUANIRREP 

MARGRIET JACOBS TECHNL1 

GERARD BOODE WESTUK1 

GERARD BOODE BOT 

GERARD BOODE TOSHUK1 

MARGRIET JACOBS LMSHOLREP 

GERARD BOODE MDIBEXREP 

GERARD BOODE SPRAUSREP 

GERARD BOODE EXAUKREP 

Total 13 

Total 

NEW BUILD 5 0 0 6 

REPAIR 3 3 0 7 

8 4 0 13 

Vendor name Kind Type 

QUANTUM UK NEW BUILD OEM 

SEQUEL EUROPE REPAIR Authorized dealer 

SONY ELECTRONICS NEW BUILD OEM 

QUANTUM PERIPHERAL PROD. LTD. REPAIR OEM 

QUANTUM PERIPHERAL PROD. LTD REPAIR OEM 

LMS TECHNICAL SERVICES NEW BUILD Authorized dealer 

WESTERN DIGITAL (UK) LTD. NEW BUILD OEM 

BURO-UNO DATENTECHNIK GMBH NEW BUILD OEM 

TOSHIBA EUROPE GMBH NEW BUILD OEM 

LMS TECHNICAL SERVICES REPAIR Authorized dealer 

MAGNETIC DATA BELGIUM N.V. REPAIR Authorized dealer 

SPRAGUE MAGNETICS INC. REPAIR Third party 

EXABYTE (SCOTLAND) LTD. REPAIR OEM 

SoM 

2,636,571 

412,376 

380,530 

345,004 

344,241 

314,359 

253,813 

252,192 

205,706 

187,108 

162,055 

160,440 

124,224 

5,778,618 

Note 

Var.1 

Var.2 

Var.3 

Var.4 

APP 

222.72 

802.29 

421.41 

120.80 

20.99 

2,475.27 

135.01 

452.77 

76.81 

1,290.40 

105.71 

148.28 

366.44 

611.80 

donderdag, november 26, 1998 

Level of product standardization [standard » unique] 

Level of product technology [common » high] 

Number of alternative vendors 

Level of product availability 

# Partno Supply Var.1 
risk 

22 4.00 5 

6 4.88 5 

5 3.50 3 

38 3.88 5 

54 3.25 3 

43 4.50 4 

5 3.63 5 

16 4.13 5 

10 4.50 5 

20 4.50 4 

29 3.63 5 

9 4.88 5 

23 3.88 3 

280 4.09 4.38 

[many » single] 

[high » low] 

Page 1 of 1 

Var.2 Var.3 Var.4 

5 5 3 

4 5 5 

3 5 3 

4 5 3 

5 3 3 

2 5 5 

4 4 3 

2 5 4 

5 5 4 

2 5 5 

4 2 4 

4 5 5 

4 4 4 

3.69 4.46 3.92 



Bottleneck vendorcodes 
STORAGE 

% of SoM: 

% of Partno: 

% of Vendorcodes: 

9% 

19% 

37% 

Bottleneck vendorcodes 

Vendor manager Vendor code 

MARGRIET JACOBS SONYBE1 

GERARD BOODE SPRBOUKREP 

MARGRIET JACOBS SONYBEREP 

MARGRIET JACOBS TRANSIT$ 

GERARD BOODE APPLIBEREP 

GERARD BOODE CERPUS2 

MARGRIET JACOBS SIEMGYREP 

MARGRIET JACOBS LEEWAY 

GERARD BOODE IBMNLREP 

GERARD BOODE IBMUK1 

MARGRIET JACOBS SETAUS1 

GERARD BOODE MSEDVGYREP 

MARGRIET JACOBS TRANSUKREP 

GERARD BOODE CYGNETUS1 

GERARD BOODE EXABYTE1 

GERARD BOODE COMPGY1 

GERARD BOODE PCSGYREP 

GERARD BOODE BDTGERREP 

Total 

NEW BUILD 9 13 

REPAIR 8 4 2 0 14 

17 5 2 3 27 

Vendor name Kind Type 

SONY SERVICE CENTRE EUROPE NV NEW BUILD OEM 

SPRINGBOARD TECHNOLOGY REPAIR Authorized dealer 

SONY SERVICE CENTRE EUROPE NV REPAIR OEM 

TRANSITIONAL TECHNOLOGY INT NEW BUILD OEM 

MAGNETIC DATA BELGIUM N.V. REPAIR Authorized dealer 

CERPLEX MASS. INC. NEW BUILD Broker 

SIEMENS A.G. REPAIR Authorized dealer 

LEEWAY DATA PRODUCTS NEW BUILD Authorized dealer 

I.B.M. UK (LTD) REPAIR OEM 

INTERNATIONAL BUSIN. MACH. LTD NEW BUILD OEM 

SETASI INC. NEW BUILD OEM 

M+S EDV SERVICE GMBH REPAIR Authorized dealer 

TRANSITIONAL TECHNOLOGY INT. REPAIR OEM 

ATG CYGNET NEW BUILD OEM 

EXABYTE EUROPE B.V. NEW BUILD OEM 

COMPUTER COMMODITIES GMBH NEW BUILD Broker 

PRIME COMPUTER SERVICE GMBH REPAIR OEM 

BURO UND DATENTECHNIK REPAIR OEM 

SoM 

93,215 

92,832 

83,327 

59,504 

55,916 

50,668 

49,745 

47,545 

44,698 

41,404 

41, 120 

36,341 

30,074 

27,823 

22,807 

21 ,285 

19,668 

16,843 

donderdag, november 26, 1998 

Note 

Var.1 Level of product standardization [standard » unique] 

Var.2 

Var.3 

Var.4 

APP 

52.10 

164.01 

15.80 

1,565.89 

8.11 

456.47 

2,072.73 

42.15 

100.90 

498.84 

10,280.10 

10.29 

518.52 

1,324.92 

91.23 

443.44 

113.69 

24.88 

Level of product technology 

Number of alternative vendors 

Level of product availability 

# Partno Supply Var.1 
risk 

21 3.25 3 

12 4 .88 5 

30 3.25 3 

9 3.75 2 

29 3.50 3 

22 4 .50 5 

4 3.88 3 

7 3.25 1 

8 3.50 5 

5 4.50 5 

2 4.75 5 

31 3.25 4 

5 3.50 2 

7 4.13 3 

10 3.88 3 

7 4 .50 5 

3 3.50 4 

12 4.13 5 

[common » high] 

[many » single] 

[high » low] 
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Var.2 Var.3 Var.4 

3 4 3 

4 5 5 

3 4 3 

2 5 4 

5 4 3 

3 4 5 

2 5 4 

1 4 4 

5 3 3 

5 5 4 

3 5 5 

4 3 3 

2 4 4 

4 5 4 

4 4 4 

3 4 5 

4 2 4 

2 5 4 
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Vendor manager Vendor code Vendor name Kind Type SoM APP # Partno Supply Var.1 Var.2 Var.3 Var.4 
risk 

MARGRIET JACOBS SERLIFRREP SERLI SARL REPAIR Third party 14,166 194.06 5 4.13 4 1 4 5 

GERARD BOODE TANDDESPAR TANDBERG DATA GMBH NEW BUILD OEM 12,497 390.53 2 3.63 5 4 4 3 

MARGRIET JACOBS PINPUS1 PINPOINT ENGINEERING INC. NEW BUILD OEM 8,917 171.48 7 4.25 5 3 5 4 

MARGRIET JACOBS SILUKREP SERVICE INDUSTRIES LTD REPAIR Third party 8,877 84.55 35 4.13 4 1 4 5 

GERARD BOODE SPRAUS1 SPRAGUE MAGNETICS, INC. NEW BUILD Broker 6,325 421 .67 2 4.88 5 4 5 5 

GERARD BOODE CYGNFRREP ATG REPAIR OEM 5,578 1,115.70 1 4.13 3 4 5 4 

MARGRIET JACOBS CAMFNLSPAR CAMFIL BV NEW BUILD OEM 2,732 1.29 4 3.25 1 1 4 4 

MARGRIET JACOBS TABUSREP TAB PRODUCTS CO REPAIR OEM 1,359 135.90 2 4.00 3 3 5 4 

MARGRIET JACOBS GIGAFRREP GIGATREND REPAIR OEM 863 863.32 1 3.88 4 3 4 4 

Total 27 896,131 304.62 283 3.93 3.70 3.07 4.26 4.04 



Routine vendorcodes 
STORAGE 

% of SoM: 

% of Partno: 

% of Vendorcodes: 

4% 

16% 

30% 

Routine vendorcodes 

Vendor manager Vendor code 

MARGRIET JACOBS TRIMMUS1 

GERARD BOODE FICOUS1 

GERARD BOODE SEAGATREP1 

MARGRIET JACOBS SIEMNLSPAR 

GERARD BOODE THIJSNLREP 

GERARD BOODE TANDGYREP 

GERARD BOODE EUROLOGIC 

GERARD BOODE SEAGATEREP 

MARGRIET JACOBS CTSUK1 

GERARD BOODE THIJSNL1 

GERARD BOODE SEAGATREP3 

MARGRIET JACOBS CTSUKREP 

MARGRIET JACOBS MYLEUSREPX 

MARGRIET JACOBS DILOG 

MARGRIET JACOBS TRIMM 

MARGRIET JACOBS CMDUS1 

GERARD BOODE EUROLOGREP 

MARGRIET JACOBS FILEUSREPX 

Total 

NEW BUILD 6 3 0 0 9 

REPAIR 10 2 0 13 

16 5 0 22 

Vendor name Kind Type 

TRIMM INDUSTRIES INC. NEW BUILD OEM 

FICOMP INC. NEW BUILD Authorized dealer 

SEAGATE TECHNOLOGY INT. REPAIR OEM 

SIEMENS NIXDORF BV NEW BUILD OEM 

THIJSSEN IT B.V. REPAIR Authorized dealer 

TANDBERG DATA SERVICE GMBH REPAIR OEM 

EUROLOGIC SYSTEMS DUBLIN NEW BUILD Authorized dealer 

SEAGATE TECHN. INTERNATIONAL REPAIR OEM 

CTS CORPORATION UK LTD. NEW BUILD OEM 

THIJSSEN IT B.V. NEW BUILD Authorized dealer 

SEAGATE TECHNOLOGY INT. REPAIR OEM 

CTS CORPORATION UK LTD. REPAIR OEM 

MYLEX CORPORATION REPAIR OEM 

DILOG NEW BUILD OEM 

TRIMM INDUSTRIES NEW BUILD OEM 

CMD TECHNOLOGY, INC. NEW BUILD OEM 

EUROLOGIC SYSTEMS LTD REPAIR Authorized dealer 

FILENET CORPORATION REPAIR OEM 

SoM 

55,971 

47,182 

47,126 

36,990 

30,786 

30,201 

29,637 

26,975 

26,734 

24,584 

15,732 

9,373 

8,670 

6,524 

3,943 

2,597 

1,926 

1,917 

Note 

Var.1 

Var.2 

Var.3 

Var.4 

APP 

85.32 

453.67 

110.11 

451.10 

331 .03 

184.15 

1,975.81 

1.80 

146.08 

1,068.86 

38.19 

61.66 

6.37 

1,087.33 

36.85 

44.78 

642.00 

273.86 

donderdag, november 26, 1998 

Level of product standardization 

Level of product technology 

Number of alternative vendors 

Level of product availability 

[standard » unique) 

[common » high] 

[many » single) 

[high » low] 

Page 1 of 2 

# Partno Supply Var.1 Var.2 Var.3 Var.4 
risk 

7 3.00 1 1 5 3 

19 2.88 4 3 2 3 

6 2.38 3 4 2 2 

19 2.88 2 1 4 3 

17 2.88 2 3 3 3 

9 1.63 3 4 1 1 

4 3.00 3 3 3 3 

51 2.38 3 4 2 2 

5 1.88 3 2 3 1 

7 2.88 2 3 3 3 

12 2.38 3 4 2 2 

8 1.88 3 2 3 1 

21 1.88 3 2 3 1 

4 1.88 3 2 3 1 

5 3.00 1 1 5 3 

3 1.88 3 2 3 1 

3 3.00 3 3 3 3 

4 2.75 2 2 5 2 
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Vendor manager Vendor code Vendor name Kind Type SoM APP # Partno Supply Var.1 Var.2 Var.3 Var.4 
risk 

MARGRIET JACOBS CMDUSREP CMD TECHNOLOGY, INC. REPAIR OEM 1,792 6.89 8 1.88 3 2 3 1 

GERARD BOODE ASPANLREP ASPAN B.V. REPAIR Third party 1,113 222.51 1 2.25 2 4 2 2 

MARGRIET JACOBS DILOGCHREP DILOG REPAIR OEM 800 400.00 2 1.88 3 2 3 1 

MARGRIET JACOBS ATLUKREP ATL PRODUCTS LTD. REPAIR OEM 1 0.01 25 2.75 2 2 5 2 

Total 22 410,574 215.81 240 2.41 2.59 2.55 3.09 2.00 



Leverage vendorcodes 
STORAGE 

% of SoM: 

% of Partno: 

% of Vendorcodes: 

30% 

47% 

15% 

Leverage vendorcodes 

Vendor manager Vendor code 

GERARD BOODE CRCNLREP 

MARGRIET JACOBS MYLEXUS1 

MARGRIET JACOBS DATAPIR1 

MARGRIET JACOBS HEWLETREP 

GERARD BOODE MAGDAT 

MARGRIET JACOBS ODETUS1 

MARGRIET JACOBS OVERUS1 

GERARD BOODE WESTSIREP 

GERARD BOODE MAGDATREP 

MARGRIET JACOBS HEWLET 

GERARD BOODE TEACUK1 

Total 11 

Total 

NEW BUILD 5 0 7 

REPAIR 2 2 0 0 4 

7 3 0 11 

Vendor name Kind Type 

COMPUTER REPAIR CENTRE LTD. REPAIR Authorized dealer 

MYLEX CORPORATION NEW BUILD OEM 

DATA PART NEW BUILD Broker 

HEWLETT PACKARD REPAIR OEM 

MAGNETIC DATA BELGIUM NEW BUILD Authorized dealer 

ATL PRODUCTS (A QUANTUM COMP) NEW BUILD OEM 

OVERLAND DATA INC. NEW BUILD OEM 

WESTERN DIGITAL (UK) LTD REPAIR OEM 

MAGNETIC DATA BELGIUM REPAIR Authorized dealer 

HEWLETT PACKARD NEW BUILD OEM 

TEAC UK LTD NEW BUILD OEM 

SoM 

696,377 

607,694 

346,923 

294,459 

245,729 

195,076 

126,697 

123,032 

114,480 

110,985 

109,505 

2,970,955 

Note 

Var.1 

Var.2 

Var.3 

Var.4 

APP 

154.13 

594.03 

303.79 

297.43 

342.72 

792.99 

153.20 

22.42 

82.90 

1,018.21 

15.20 

318.72 

donderdag, november 26, 1998 

Level of product standardization 

Level of product technology 

Number of alternative vendors 

Level of product availability 

[standard" unique] 

[common " high] 

[many " single] 

[high» low] 

Page 1 of 1 

# Partno Supply Var.1 Var.2 Var.3 Var.4 
risk 

66 2.88 3 4 2 3 

17 1.88 3 2 3 1 

373 2.75 1 1 2 4 

40 3.00 4 4 4 2 

12 2.88 3 4 2 3 

50 2.75 2 2 5 2 

75 2.75 2 2 5 2 

25 2.38 3 4 2 2 

24 2.88 3 4 2 3 

21 3.00 4 4 4 2 

2 1.63 1 4 2 1 

705 2.61 2.64 3.18 3.00 2.27 
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Balance of Power 

The Services matrix or acquisition portfolio is a useful tool to determine the right policy. A similar 
tool can be made for the vendor. Therefor a vendor portfolio (based on the research of Verheul, 
Th.A.M., Santema, S.C.) can be made on the following criteria: 

• The x-axis. financial risk. The returns of the sales. 
This is the demand of products by Services acquisition times the vendor sales price. 

• The y-axis. sales risk. The change the deal is canceled. The following criteria will be used: 
1. Possible substitutes for a product, split up into the criteria: 

• Number of concurrent vendors. (The more vendors, how higher the risk.) 
• Level of product specifically. (The more specific, how higher the risk), split up into: 

• Level of product standardization. 
• Level of product technology. 

2. The amount of customers (The less customers, how higher the risk) 
3. The sales price 

The result is a matrix with four quadrants in which the products can be categorized into Strategic, 
Bottleneck, Leverage and Routine products. The segments correspond with the Services matrix. 

By connecting these two matrices an insight in the relation between acquisition and a vendor is 
obtained. In this way a matrix with sixteen possible relations can be formed. 

It is now possible to get a perception of the relation between a vendor and Services acquisition. This 
relation is expressed in terms of power and dependency. After all a product with a low acquisition risk 
puts the power at acquisition instead of the vendor. A low acquisition risk means a lot of alternative 
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vendors are available or the level of product specifically is low and the availability is high. This 
implies that the vendor has a lot of competition and acquisition dominates. 

Possible leverage positions of the Balance of Power 

By connecting the Services matrix or acquisition portfolio and the vendor matrix Services acquisition 
can determine the leverage position one falls into. This can result in a balanced or unbalanced 
situation. The unbalanced situation is a result of two factors: 
1. Risk. Caused by the fact that acquisition risk and sales risk is always contrary. For this situation 

risk can be described as the opposite of dependency. Who has a high risk is dependent of the 
other; the other has a dominated position. 

2. Financial value. The level of unbalance is also influenced by the financial value of the products. 
Products that have a high value for the party involved imply a high level of importance to have a 
successful deal. 

In the Balance of Power four possible leverage positions are reflected: 

1. Maximum Control 
In this situation the experience of both parties concerning risk and financial value is different. The 
party with the high (acquisition or sales) risk also has a high financial value. This implies double 
dependency. 

2. Medium Control 
In this situation the experience of the financial value 1s the same for both parties. Only the 
dependency on basis of risk is a factor of importance. 

3. Minimum Control 
In this situation the experience of risk is the same for both parties. Only the dependency on basis 
of the financial value is a factor of importance. 

4. Balance 
• In this situation the experience of both parties concerning risk and financial value is the same. 

No dependency is experienced. 
• Or the experience of both parties concerning risk and financial value is different. The party 

with the high (acquisition or sales) risk has a low financial value. The dependency on basis of 
high risk will be compensated by the low financial value. 

As mentioned earlier, the Services matrix offers good possibilities to identify and analyze the 
vulnerabilities of Services acquisition. Once the position of a vendor(code) is known and the Balance 
of Power is determined, the acquisition policy can be chosen. Dependent on the segment a 
vendor(code) falls into, the policy will differ. 




