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STRATEGIC PURCHASING

Failing and Success

Therefore, we see more and
more “Scottie Pippens” and “Mi-
chael Jordans” organizing them-
selves in joint purchasing work-
ing teams to realize savings. But
frankly said, we have seen a lot
of these organizations fail lead-
ing to mutual accusations and
in most cases long term disap-
pointment.

The reasons we see for failing
are:

+ too many partners

« itis a“CAN"-option

« Free-rider behaviour of some
participants

But in economics, there are suc-
cessful examples for such coop-
erations.

If you analyze the successful
examples, you find out, that
the key success factors are:

- few partners (optimal two)

- itis mandatory, so a
“MUST"-option

« itis embedded in a new legal
entity

Models and a large
corporate example

These success factors are giv-
en, when companies merge or
acquire each other. But acqui-
sisition is not our topic. If you

transfer this idea to Shared Ser-
vices, the organizational form of
choice is a joint venture for stra-
tegic purchasing. Companies do
this already. One example being
BUYIN.

Key facts of the BUYIN Joint
Venture

+ 50/50 JV of Deutsche Telekom
and France Télécom-Orange
founded in 2011

« Spend of ca. 23.5 BEUR bun-
dled in network technology,
customer equipment, digital &
home platforms and IT-services
« 370 FTE with global working
from out of 6 locations and serv-
ing 40+ countries

- saving target of 1.3 BEUR p.a.
until 2014

Mid-sized companies

But not only blue chips work on
this topic, also we can see more
and more small and mid-sized
companies taking on this oppor-
tunity. The Swiss-JV MEMEG AG
is an example for this.

Key facts about MEMEG AG

+ JV of 11 mid-sized production
engineernig firms incl. Tornos,
Reishauer & Rychiger founded in
2012

« Spend of ca. 350 MEUR bun-
dled in specialized technical and
norm parts

« Increased transparency on
prices, quality and suppliers Ad-
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STRATEGIC PURCHASING

ditional focus on exchange of
best-practices leads to process
efficiency

Nearshoring and
Onshoring

Both JV examples for Strategic
Purchasing illustrate an addi-
tional aspect of importance. In
both cases, the newly founded
legal entity was not offshored
to far away locations with favor-
able labour-cost and tax condi-
tions. Most of the employees of
BUYIN are located in Western
Europe while MEMEG chose a
set-up of Switzerland and the
Czech Republic for their admin
locations.

Hence, we see that the focus
of the JVs lie more on near-
shoring solutions.

The focus on nearshoring can
be attributed to the impor-
tance of the following fac-
tors:

« short distances and facilitated
coordination & communica-
tion,

« language compentencies and
cultural fit

- strong infrastructure and
good education

« broad supplier networks in
Western and Eastern Europe

Currently, we follow the cre-
ation of a joint venture be-
tween a German and a Swiss
engineering company, with the
focus on merging the strategic
purchasing activities.

To succeed in this, some suc-
cess factors have to be con-
sidered such as:

« Top-management sponsors
and continuous Change Man-
agement

« Harmonized processes and IT
landscape

- Dedicated project teams with
members from all partners

« Clearly defined targets and
roles & responsibilities for the
JVs

« Solid governance model for
the members of the JV

- Fact-based operations dis-
cussions based on agreed taer-
gets and SLAs

One point should be men-
tioned coming back to our
sports example. It can be con-
sidered “fate” that Scotty Pip-
pen and Air Jordan found each
other. However, within your
own company environment,
you have the option of build-
ing your own personal Chicago
Bulls Championship team. So,
take “fate”into your own hands!
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