"Culture Eats Strategy for Lunch"

No matter how good your strategy, if you don’t change the culture, transforming procurement is nearly impossible, says Mark Trowbridge.  But, he believes, you can use one change to influence another.
In my last corporate job, leading sourcing and contracting activities for a company enterprise with worldwide operations, the quotation:  “Culture eats strategy for lunch,” was used quite frequently by the executive I reported to.

Subsequently, the longer I’ve consulted to major global client companies and government agencies over the last decade, the more the wisdom of this phrase is confirmed.

Two years ago, CAPS Research conducted a survey of 62 leading global supply chain organizations, titled Achieving World-Class Supply Chain Collaboration:  Managing the Transformation.  The study included the following observation: 

“Now that companies have had an opportunity not only to launch their supply chain initiatives but also to pursue them over time, we are discovering that the journey toward meaningful collaboration is far more difficult than many initially imagined.  Real collaboration requires a changed mindset supported by new organizational structures and cultures.”

This is a very polished way of saying “culture eats strategy for lunch.”  In other words, the study seems to be observing that true transition for a procurement group must include alteration of relationships with internal stakeholders.

Can procurement efficiency be achieved without some organizational re-alignment?  Very rarely.  It would require a senior management team that can uniformly make the right “procurement” decisions and support cross-functional teamwork without any degree of ownership. That would be quite magical, especially considering the turf wars inherent in many of today’s large companies and governmental agencies.
So does this mean then the supply management function must always be centralized?  No, but it does require that the function must at least be “center-led.”  In fact, a recent research study our company performed found that at least 86 per cent of Fortune 100 companies have moved towards a “center-led” procurement model in most of their spend segments.
Centre-led procurement functions can interact with stakeholders in any way you choose.  But the overall organizational culture needs to be influenced so as to embrace a focus upon supply-chain performance.  If there is a formal “supply management” organizational team of some type, empowered by executive management to achieve the following objectives, the odds of success are greatly improved.
Supply chain objectives that can change your culture
· Cost reduction through a consistent application of the strategic sourcing process 

· Supply chain security and continuity 

· Risk mitigation through a uniform approach to contract preparation, negotiation, and management 

· Empowerment of stakeholders to drive transactional procurement, utilizing user-friendly processes and technology tools 

· Development and measurement of key performance indicators (KPIs), that lead to consistently improving supplier performance outcomes 

· Provision of “timely and value-added” information to stakeholders that aid them in achieving their own business objectives.
Some of you reading this article may be in companies that have never truly empowered you to achieve the above objectives.  Fighting a culture that doesn’t embrace an aggressive supply management “strategy” can be very discouraging.
But don’t give up hope.  Changing an enterprise’s culture never happens all at once. Sometimes momentum can be built progressively like waves.  Focus on capturing significant savings opportunities that will demonstrate to senior management the value you can provide.
An example is a series of cost reduction projects we conducted for a large insurance firm that historically had a very decentralized approach to procurement. In fact, the firm’s VP of Finance described the culture as DWA - “decentralized with attitude.”  So our firm knew we needed a strategy that would transform the culture.  We began the initiative by first optimizing the structure of the procurement department, and training the supply chain professionals in “best practices” in strategic sourcing, contract management, supplier management, and internal customer relationship management.  
We then began sourcing some easier spend categories, with customer groups that already had good relationships with the procurement teams.  We gained $22 million in savings on temporary/contract labor, office supplies and similar categories.  Those successes gained the respect of executive management and the affected company divisions.  But equally as important, we positioned the new procurement team and staff to gain the respect of the divisions impacted by these savings.  
In our next sourcing projects, we began to take on company areas that traditionally were not cooperative with the procurement team.  The challenging divisions included marketing, facilities and operations.  But because of the successes in the first wave, the procurement group now had enough executive support to push through several significant “cultural” challenges. Total savings for this client ended up at $67 million.  But more important than these initial savings were the empowered procurement group and transformed company culture that resulted from “wave upon wave” of successful cost reduction initiatives.
When optimal supply management strategies are aligned with a receptive culture, remarkable things can be achieved.
* Mark Trowbridge is a founding principal at supply management consultancy Strategic Procurement Solutions. 
