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Procurement:  
How to Stand Out  
from the Crowd 
Procurement is well known for squeezing out costs  
late in the product life cycle. But so much more is 
possible when procurement plays a role at every  
stage in the product life cycle. 
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Procurement is well known for its role as the “hatchet,” slashing costs of goods and services 
with a little arm-twisting of suppliers as necessary. Yet there is a smarter, more innovative way 
to cut costs. One that harnesses the power of procurement throughout the product life cycle. 

Smarter, More Innovative Procurement
Innovative materials and groundbreaking components are vital ingredients in the products of  
a range of modern industries from chemicals, oil and gas, and energy to food and high-tech. 
These industries all have something in common—a well-defined product life cycle that moves  
in stages from product launch, growth, and maturity to ultimate decline (see figure 1).

Leading companies in these industries do two things simultaneously: They focus on today’s 
realities (product launches, marketing, market share, and margins) while planning for the future 
by continually exploring new markets, new products, and new business models.1

This concurrent view requires all parts of the business to be in sync. It won’t work if procurement 
is merely a buying exercise that is isolated from R&D, marketing, and sales. It won’t work  
if procurement continues to be tasked with cutting costs. 

Today, more companies are creating significant, quantifiable value by giving procurement  
a seat at the strategy table—and creating value at every stage in the product life cycle.

Value Throughout the Product Life Cycle
Each stage in the product life cycle typically requires a different procurement strategy to address 
the challenges of buyers and suppliers. At product introduction buyers want access to suppliers’ 
ideas while also addressing the risks of unproven technologies. Suppliers need to know how 
much money and resources to commit to R&D and the potential return on investment. In the 

Source: A.T. Kearney analysis

Figure 1 
Four stages in a product’s life cycle
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1 See A.T. Kearney’s Assessment of Excellence in Procurement, a global study of best practices in supply management.
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growth stage, buyers want to secure volumes and ensure exclusivity, while suppliers must meet 
increased demand and ensure the demand is not short-term in order to maintain continuous 
returns on their investments. At product maturity, buyers need to optimize costs internally and 
externally to beat the competition, while suppliers focus on maintaining margins and volume. 
Finally, as a product declines, buyers want to avoid the burden of having unusable material on 
hand, while suppliers turn their attention to generating new business and revenues.

The task for procurement, and the organization as a whole, is sustaining maximum value from 
both suppliers and customers as each product moves through its life cycle.

A.T. Kearney Purchasing Chessboard® 
As the balance of power shifts between buyer and supplier, it is essential to maintain a “big 
picture” perspective. A.T. Kearney developed the Purchasing Chessboard to help companies 
visualize the procurement challenges that occur at every stage in the product life cycle. It 
puts procurement within the context of R&D, marketing, and sales—areas where integrating 
procurement can create maximum sustainable value for the organization. The chessboard 
operates on three levels of increasing specificity (see figure 2). The top layer identifies four 

Figure 2 
A.T. Kearney’s Purchasing Chessboard®
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Source: A.T. Kearney analysis
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basic purchasing strategies. From here, we drill down to the next layer, which offers 16 
avenues of action (four for each strategy), and the deepest layer, which offers 64 tools.

The Purchasing Chessboard is useful in setting up a winning end game that maximizes value 
and delivers the most competitive advantage possible. Rather than waiting until a product 
matures and then reducing costs, the chessboard provides a master strategy for doing business 
with suppliers at every stage in the product life cycle.

Stage 1: Product Introduction
In the introduction stage (the bottom left quadrant of the chessboard), neither buyer nor supplier 
has very much power as the market for a new product is weak (see figure 3). The main goal is to 
capture the next wave of innovation and leapfrog the competition. This is accomplished in one 
of two ways—business pull or procurement push. 

Business pull is typically the strategy of choice as the business actively seeks help from 
procurement in its search for innovative materials and suppliers, and does so in line with 
internal product development strategies. Procurement push is when the procurement  
organization presents new technologies, materials, or suppliers to the business. For various 
reasons, a procurement push does not always succeed. And, trying a procurement push and 
failing runs the risk of competitors or new entrants picking up massive opportunities that 
your business misses. For example, after Microsoft was offered and rejected Xerox’s mouse 
interface technology, Apple swooped in and acquired the technology.

Source: A.T. Kearney analysis

Figure 3 
Supply power versus demand power in the product life cycle
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Despite the challenges, we contend that a procurement push is the best chance to create break- 
through ideas and opportunities, but only if the push has the following five characteristics: 

1. Process to scan the market for new ideas. A process must be in place to scrutinize  
and monitor the market in two directions: inside-out to match internal requirements with 
external developments and outside-in to match trends and disrupters that could impact  
the business, the product strategy, and supply requirements.

2. Idea evaluation process. All new ideas and innovations as well as all potential threats must 
be evaluated within a formal process. It is essential for senior management to be involved in 
evaluating and selecting the best ideas, otherwise internal norms can get in the way. Think of 
how many times you have heard this: “We presented the idea, but no one was interested.”

3. Cross-functional innovation team. The most effective innovation teams are made up of repre- 
sentatives from all relevant business functions to ensure a balanced strategy that bets on the 
right set of innovative ideas. The team debates and answers fundamental questions, including 
whether the company’s objective should be to gain first- or second-mover advantage.

A procurement push is the best chance to 
create breakthrough ideas and opportunities.

4. Clear pathways to fund alternatives. All funding pathways and approaches should be 
decided early on to avoid delays. For example, Shell’s GameChanger program funds internal 
and external ideas from initial spark to proof of concept, while Shell Technology Ventures 
acquires small shares of promising new companies.

5. Culture of innovation. People at every level of the organization must strive for what has never 
been done before to make the organization unique and to operate at the highest possible 
standards. Everyone is aboard, understanding that there are no shortcuts to greatness. 

As an example, we recently helped a global player in the automotive industry measure the 
innovation management capabilities of its key suppliers. The team identified suppliers worth 
developing long-term partnerships with, and created processes to reduce the costs, time, and 
complexity in product development. The result: The company established long-term relationships 
with the right suppliers and ultimately gained first-mover advantage in its market.

Stage 2: Growth 
The main goal in the growth stage of the product life cycle (top left quadrant of the chessboard) 
is to avoid falling into the high-supply, low-demand power trap (see figure 4 on page 5). 

Be prepared. Avoiding this power trap requires preparation. At the beginning stage, when 
demand is relatively low and few suppliers own the innovation, it is all about building up 
inventory and capacity for when the product takes off. As demand picks up, it is important to 
continually identify the next big innovation and form supplier relationships to secure volumes  
at very early points in time. Innovation can come from new or traditional supply services and 
should not require looking for “new best friends” among suppliers. In short, your procurement 
organization must be entrepreneurial: able to look beyond costs to secure volume and new 
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technology, while keeping in mind that the most productive supplier relationships are those that 
benefit both buyer and seller.

Secure volumes and exclusivity. Once an innovation is adopted and supplier relationships are 
formed, the next step is to secure volumes and exclusivity. In a short market, this entails volume 
commitments from the supplier (paying for volume despite limited demand) or investing in 
technology or production to secure future volumes. 

Supply exclusivity can be obtained by ensuring availability, and product exclusivity by encour-
aging or working jointly with suppliers to create a unique product that is not available in the market 
(see sidebar: Apple Partners with Corning to Bring iPhones to Market). Accurate demand projec-
tions are vital to getting this stage right, along with detailed analysis of various growth scenarios.

Source: A.T. Kearney analysis
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Figure 4 
Avoid the high-supply, low-demand power trap
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Apple Partners with Corning to Bring iPhones to Market

Preparing to launch the first 
iPhone in 2007, Apple needed an 
anti-scratch glass screen for the 
device. The company expected 
high sales volumes in a short 
amount of time. Corning already 
held a suitable glass patent, but a 
process had not yet been defined 
for mass production. Both compa- 
nies were entering a new area with 

groundbreaking new products.

Corning chose to collaborate with 
Apple and its tight deadline and 
agreed to invest in production 
capabilities. A long-term contract 
ensured a secure, exclusive 
supply for at least three years. The 
focus of the joint venture was on 
upfront value creation, rather 

than on cutting costs for Apple. 
This required—and received—
agreement at the CEO level in 
both companies.

Together, Corning and Apple 
increased their revenues. And 
seven years later, Corning is still 
Apple’s screen supplier. 
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Stages 3 and 4: Maturity and Decline
Over time, demand inevitably matures and starts to decline as the market shifts and consumers 
adopt new technologies. This usually leads to excess supply and is an excellent opportunity to 
capitalize on competitive sourcing techniques. When used in conjunction with advanced 
analytics, such techniques can deliver significant cost reductions.

Success within stages 3 and 4 of the product life cycle (the right-hand quadrants of the 
chessboard) is represented by:

• Flexibility to take advantage of the supply market and the agility to switch suppliers quickly; 
true flexibility may require owning the “recipe” of the finished product 

• Advanced sourcing methods deployed with the latest sourcing tools, processes, and 
resources

• Advanced analytics to test various scenarios, calculate total cost benefits, and generate 
information needed to make fact-based decisions

Success at the product maturity and 
decline stages requires the flexibility to 
exploit the supply market and to switch 
suppliers quickly, as well as advanced 
sourcing and analytics. 

Capturing Value and Competitive Advantage
Is your company ready to change its procurement approach and gain competitive advantage? 
Answers to the following questions will help gauge your organizational readiness:

• Are the goods and materials you buy subject to technology changes? To a shift in demand?  
Do they follow a product life cycle?

• At which stage of the product life cycle do your goods and materials lie? Is your procurement 
strategy aligned accordingly?

• Does your procurement strategy provide value and competitive advantage throughout the 
purchased goods and materials life cycle?

• Is a process in place to scan the market for a new technology or innovation?

• Are your internal organization and supplier relationships ready to adopt and secure the new 
innovation?

• Are your supplier relationships collaborative? Do they offer competitive advantage and 
exclusivity, especially in a high-growth market?
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• Have you optimized the procurement costs of your mature goods? Are your costs lower than 
the competition?

• Do you have analytical capabilities and sourcing techniques in place to optimize sourcing, 
using mature goods to reduce overall costs?

If the answer to any of these questions is no, or maybe, it is likely time to reexamine your 
procurement strategy. A product life-cycle approach can deliver more value and competitive 
advantage—and liberate procurement from its cost-cutting straight jacket.



A.T. Kearney is a leading global management consulting firm with offices in more 
than 40 countries. Since 1926, we have been trusted advisors to the world's foremost 
organizations. A.T. Kearney is a partner-owned firm, committed to helping clients 
achieve immediate impact and growing advantage on their most mission-critical 
issues. For more information, visit www.atkearney.com. 

Americas 
 
 
 
 

Asia Pacific 
 
 
 
 

Europe 
 
 
 

 

Middle East  
and Africa 

Atlanta
Bogotá
Calgary 
Chicago
Dallas

Detroit
Houston
Mexico City
New York
Palo Alto 

San Francisco
São Paulo
Toronto
Washington, D.C. 

Bangkok
Beijing
Hong Kong
Jakarta
Kuala Lumpur

Melbourne
Mumbai
New Delhi
Seoul
Shanghai

Singapore
Sydney
Tokyo

Abu Dhabi
Doha 

Dubai
Johannesburg

Manama
Riyadh

For more information, permission to reprint or translate this work, and all other 
correspondence, please email: insight@atkearney.com.

The signature of our namesake and founder, Andrew Thomas Kearney, on the cover  
of this document represents our pledge to live the values he instilled in our firm and  
uphold his commitment to ensuring “essential rightness” in all that we do.

A.T. Kearney Korea LLC is a separate and independent legal entity operating under the A.T. Kearney name in Korea.

A.T. Kearney operates in India as A.T. Kearney Limited (Branch Office), a branch office of A.T. Kearney Limited, 
a company organized under the laws of England and Wales.

© 2014, A.T. Kearney, Inc. All rights reserved.

Amsterdam
Berlin
Brussels
Bucharest
Budapest
Copenhagen
Düsseldorf
Frankfurt
Helsinki

Istanbul
Kiev
Lisbon
Ljubljana
London
Madrid
Milan
Moscow
Munich

Oslo
Paris
Prague
Rome
Stockholm
Stuttgart
Vienna
Warsaw
Zurich


